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REPORT TO CABINET


 22 April 2008

TITLE OF REPORT:
Annual MRP (Minimum Revenue Provision) Statement 2007/08 and 2008/09  
REPORT OF:

Derek Coates, Strategic Director, Finance and ICT  
Purpose of the Report 

1.   Cabinet is asked to recommend that Council accept the recommendations for the proposed Annual MRP (Minimum Revenue Provision) Statements for 2007/08 and 2008/09 following new regulations which came into force on 31 March 2008.

Background 

2. The scheme of MRP was set out in former Regulations 27, 28 and 29 of the Local Authorities (Capital Finance and Accounting) (England) Regulations 2003.  This system has now been radically revised by the Local Authorities (Capital Finance and Accounting) (England) (Amendment) Regulations 2008.

3. Authorities are required to prepare an annual statement of their policy on making MRP for submission to Council.

4. Transitional arrangements are in place for 2007/08 and 2008/09 with full adoption required in 2009/10.

Proposal 

5.
It is proposed to continue with the current method for calculating MRP in 2007/08 and adopt the new regulations in 2008/09 as set out in Appendices 2 and 3.  The proposal matches the treatment of MRP in the calculation of Revenue Support Grant for supported expenditure and allows flexibility to match the MRP to the flow of benefits for self-financed expenditure (commonly known as prudential borrowing)

Recommendations

6.
Cabinet is asked to recommend that Council accept the recommendations of the 
Strategic Director, Finance and ICT for the MRP Statements for 2007/08 and 
2008/09 as set out in Appendices 2 and 3. 

  


For the following reason

To comply with the statutory requirement and maximise the use of the additional freedoms under the amended regulations.

CONTACT:    Craig Oakes extension 3598  
PLAN REF:  281

APPENDIX 1


Policy Context 

  
1. Capital expenditure throughout the Council is consistent with the corporate capital strategy, the sustainable community strategy, Vision 2030 and the Council’s corporate plan.  


Background

 
2. The concept of MRP was introduced in 1989 to prescribe the minimum amount which must be charged to the revenue account each year to meet credit liabilities (borrowing and leasing costs).  This system has now been radically revised by the Local Authorities (Capital Finance and Accounting) (England) (Amendment) Regulations 2008 and requires an annual statement setting out the method of calculation of MRP.  For this year only, two statements are required to cover the 2007/08 and 2008/09 financial years.

3. Under the amended regulations, four options for calculating MRP are set out as follows:

1. Regulatory Method

2. Capital Financing Requirement (CFR) Method

3. Asset Life Method

4. Depreciation Method


A brief description of these options is given in the attached statements.

4. Under transitional arrangements any of the four options may be used for supported expenditure or self-financed expenditure (prudential borrowing) in 2007/08 and 2008/09. When full adoption is required in 2009/10 options 1 and 2 can only be used for supported expenditure whilst options 3 and 4 can be used for both supported expenditure and self-financed expenditure.

5. It is proposed to continue with the regulatory method for calculating MRP for both supported and self-financed expenditure in 2007/08.

6. In 2008/09 it is proposed to continue with the regulatory method for supported expenditure and change to the asset life method for self-financed expenditure.

7. The MRP Statements for 2007/08 and 2008/09 which authorities are required to prepare under the amended regulations are attached in Appendices 2 and 3.

Conclusion

8. The continuation of the regulatory method for supported expenditure will enable the MRP charge to be offset by the MRP element of Revenue Support Grant as this is calculated on the same basis.  The adoption of the asset life method for self-financed capital expenditure will enable the Council to link the revenue charge to the flow of benefits received from the asset and allow the Council to utilise the ‘payment holiday’ while assets are under construction.  The policy will be reviewed on an annual basis. 

Consultation

 
9.
There has been no external consultation on this report.  The Cabinet Members for Corporate Vitality and Sustainable Communities have been consulted.


Alternative Options

10.
No alternative options were considered.  

Implications of Recommended Option 

11.
Financial Implications 

The Strategic Director, Finance and ICT confirms that there are no financial implications from continuing with the regulatory method for supported expenditure. The recommended method for calculating MRP for self-financed expenditure was selected because it will link the MRP charge to the source of funding and the flow of the benefits received from the asset.  The financial implications of this method will be dependent on the life of the asset being financed.

12.
Risk Management Implications 

There are no risk management implications arising from this report.

13.
Human Resources Implications   

There are no human resources implications arising from this report.

14.
Equality and Diversity Implications

There are no equal opportunities implications arising from this report.

15.
Crime and Disorder Implications

There are no direct crime and disorder implications arising from this report.

16.
Sustainability Implications

There are no sustainability implications arising from this report.

17.
Human Rights Implications 

There are no human rights implications arising from this report.

18.
Area and Ward Implications 

There are no ward implications arising from this report.

19.
Background Information

DCLG- Guidance on Minimum Revenue Provision
� EMBED Word.Picture.8  ���











9








1

_1036568503.doc
[image: image1.png]Gateshead

Council







