
APPENDIX 2 – CURRENT MRP POLICY STATEMENT 

MINIMUM REVENUE POLICY (MRP) STATEMENT 

7.1 Capital expenditure is generally expenditure on assets which have a life 
expectancy of more than one year, e.g. buildings, vehicles, machinery etc. It 
would be impractical to charge the entirety of such expenditure to revenue in 
the year in which it was incurred so the cost is spread over several years 
matching the years over which such assets benefit the local community through 
their useful life. The manner of spreading these costs is through an annual 
MRP which was previously determined under statute. Whilst MRP is a technical 
accounting provision it’s also a real cost that the Council is required to set aside 
each year from the revenue budget.

Minimum Revenue Provision (the MRP) 

7.2 Statutory Instrument 2008 no.414 s4 lays down that: “A local authority shall 
determine for the current financial year an amount of minimum revenue 
provision that it considers to be prudent.” 

7.2.1 Along with the above duty, the Government issued guidance in February 2008 
which requires that a Statement on the Council’s policy for its annual MRP 
should be submitted to the full Council for approval before the start of the 
financial year to which the provision will relate.

7.2.2 The guidance offers four main options under which MRP could be made with 
an overriding recommendation that the Council should make prudent provision 
to redeem its debt liability over a period which is reasonably commensurate 
with that over which the capital expenditure is estimated to provide benefits. 

7.2.3 The Council is recommended to approve the following MRP Statement: 

 In the case of capital spend incurred before 1 April 2008 and 
spend financed by “supported” borrowing in all the following 
years; this will be charged in accordance with option 1 of the MRP 
guidance. This option provides an approximate 4% reduction in the 
borrowing need (CFR) each year.

 In the case of all capital spend financed by Prudential Borrowing; 
this will be subject to MRP under option 3. Equal instalments charged 
over the estimated life of the asset.

7.2.4 Estimated life periods will be determined under delegated powers in 
accordance with the Council’s Accounting Policy on depreciation of assets. To 
the extent that expenditure is not on the creation of an asset and is of a type 
that is subject to estimated life periods that are referred to in the guidance, 
these periods will generally be adopted by the Council. However, the Council 
reserves the right to determine useful life periods and prudent MRP in 
exceptional circumstances where the recommendations of the guidance would 
not be appropriate. 
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7.2.5 As some types of capital expenditure incurred by the Council 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.


