Appendix 4

Minimum revenue provision (MRP) policy statement

This policy statement has been prepared having regard to the Revised Statutory MRP Guidance issued

in 2018. This limited the maximum number of years over which MRP can be charged to 50 years unless
a suitably qualified professional advisor advises that the related asset will deliver service functionality for
more than 50 years.

In practice, this change will have little or no practical effect on the existing profile of MRP charges.

The broad aim of MRP is for an authority to make a prudent provision by charging revenue over time to
reduce its Capital Financing Requirement. In doing so, an authority should align the period over which
they charge MRP to one that is commensurate with the period over which its capital assets / expenditure
provides benefits either in terms of service potential or economic return.

Regulation 28 of the Local Authorities (Capital Finance and Accounting) (England) Regulations 2003 [as
amended] gives local authorities flexibility in how they calculate MRP, providing the calculation is
‘prudent’. In calculating a prudent provision, local authorities are required to have regard to statutory
guidance on determining MRP which offers a number of options for meeting this requirement.

In addition, an authority may charge an amount greater than the statutory minimum should it wish to do
so. The MCA has not elected to charge in excess of the minimum statutory amount to date and has no
plans to do so in 2020/21.

The MCA is recommended to approve the following MRP statement for financial year 2020/21:
MRP on the residual Capital Financing Requirement at the end of 2015/16 relating to capital expenditure
incurred before 1st April 2008, is being charged on a flat line basis over fifty years. This is considered a
more prudent approach to the “regulatory method” adopted up to and including 2015/16, as it better
aligns the charges to revenue to the benefits the related assets deliver.

MRP on capital expenditure incurred since 15t April 2008, financed by unsupported borrowing will be
based on the ‘asset life method’. This means that MRP will be based on the estimated useful life of the
assets created. The MCA will apply a maximum life of 50 years to new assets unless a suitably qualified
professional advisor advises that an asset will deliver service functionality for more than 50 years or
where an asset is a lease or PFl asset, and the length of the lease/PFI contract exceeds 50 years.

MRP will commence in the year after an asset becomes operational to align charges to revenue to the
economic benefits generated from those assets.

MRP on capital loans and capital grants awarded to partners and third parties financed by borrowing will
be charged over the useful life of the assets concerned.

MRP on capital expenditure on assets not owned by the MCA or on assets for use by others will similarly
be charged over the useful life of the assets concerned MRP on expenditure capitalised by virtue of a
statutory direction, repayment of capital grants or loans received, or acquisition of share capital, will be
charged over a period not exceeding the maximum period specified by regulation.





