
 

Appendix 7 

 

Minimum Revenue Provision Policy Statement 

 

Where the Authority finances capital expenditure by debt, it must put aside 

resources to repay that debt in later years. The amount charged to the 

revenue budget for the repayment of debt is known as Minimum Revenue 

Provision (MRP). Although there has been no statutory minimum provision 

requirement since 2008, The Local Government Act 2003 requires the 

Authority to have regard to the MHCLG Guidance on Minimum Revenue 

Provision updated in 2018.  

 

The broad aim of the MHCLG Guidance is to ensure that debt is repaid over a 

period that is either reasonably commensurate with that over which the capital 

expenditure provides benefits, or, in the case of borrowing supported by 

Government Revenue Support Grant, reasonably commensurate with the 

period implicit in the determination of that grant.  

 

The DCLG Guidance requires the Council to approve an Annual MRP 
Statement each year, and recommends a number of options for calculating a 
prudent amount of MRP. Whilst in the majority of instances the statutory 
guidance will be followed, in certain circumstances, the Authority may  follow 
an alternative flexible but prudent approach to the setting aside of money for 
the repayment of debt. 
 

 

For capital expenditure incurred before 1st April 2008, MRP will be 

determined in accordance with the former regulations that applied on 31st 

March 2008, incorporating an “Adjustment A” of £2.9m on a reducing balance 

method  

 

For capital expenditure incurred after 31st March 2008, MRP will be 

determined by charging the expenditure over the expected useful life of the 

relevant assets in equal instalments, but under exceptional circumstances 

MRP the annuity or equal instalments method may apply. Furthermore, where 

appropriate provision of MRP will commence in the year after the asset 

becomes operational.  

 

Estimated life periods will be determined under delegated powers. The council 

may defer to the estimated useful economic life periods specified in the MRP 

guidance, but reserves the right to determine such periods and prudent MRP.  

As some types of capital expenditure incurred by the Authority are not 

capable of being related to an individual asset, asset lives will be assessed on 

a basis which most reasonably reflects the anticipated period of benefit that 



 
 

arises from the expenditure.  Also, whatever type of expenditure is involved, it 

will be grouped together in a manner which reflects the nature of the main 

component of expenditure and will only be divided up in cases where there 

are two or more major components with substantially different useful 

economic lives. 

 

For assets acquired by finance leases or the Private Finance Initiative, MRP 

will be determined as being equal to the element of the rent or charge that 

goes to write down the balance sheet liability.  

 

No MRP will be charged in respect of assets held within the Housing Revenue 

Account. 

  

Third party loans – Under statutory requirements the payment of the loan will 

normally be treated as capital expenditure. The subsequent loan repayments, 

(which are treated as capital receipts under statutory requirements), will be 

used to reduce the long term liability and consequently the CFR. As a result 

MRP will not generally be charged on the loan as it is not appropriate to do 

so.  

 

 

 
 
 
 


