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Under Regulation 27 of the Local Authorities (Capital Finance and Accounting) (England) 

Regulations 2003, where the Authority has financed capital expenditure by borrowing it is 

required to make a provision each year through a revenue charge (MRP). 

Regulation 28 of the Local Authorities (Capital Finance and Accounting) (England) 

(Amendment) regulations 2008 require the Authority to calculate a prudent provision of MRP 

whilst having regard to the current MRP Guidance (2018). The broad aim of prudent provision 

is to ensure that the outstanding debt liability is repaid over a period that is reasonably 

commensurate with that over which the capital expenditure provides benefits. The Guidance 

gives four ready-made options for calculating MRP but the Authority can use any other 

reasonable basis that it can justify as prudent.  

 

The MRP policy statement requires full Council approval in advance of each financial year. 

Following a comprehensive review of the MRP charges and methodology it is recommended 

that Council approves the following MRP Policy Statement.  

 

 Supported borrowing incurred before 1st April 2008 will apply the Asset Life Method 

using an annuity method over 60 years. 

 Unsupported borrowing will be subject to MRP using the Asset Life Method, which will 

be charged over a period which is reasonably commensurate with the average 

estimated useful life of the assets. An annuity method will be applied for the MRP 

calculation. 

 Unsupported borrowing on vehicles will be subject to MRP using the Asset Life 

Method, which will be charged over a period which is reasonably commensurate with 

the estimated useful life of the vehicles. An annuity method will be applied for the MRP 

calculation. 

 The interest rate applied to the annuity calculations will reflect the market conditions at 

the time. For the current financial year the interest rate used will be the Authority’s 

weighted average borrowing rate. 

 MRP will commence in the financial year following the one in which the expenditure 

was incurred, or in the year after the asset becomes operational.  

 MRP in respect of unsupported borrowing taken to meet expenditure, which is treated 

as capital expenditure by virtue of either a capitalisation direction or regulations, will 

be determined in accordance with the asset life method as recommended by the MRP 

guidance. 

 

 MRP in respect of assets acquired under PFI or Finance Leases will be charged at a 

rate equal to the principal element of the annual lease rental for the year in question. 

 

 MRP Overpayments - The MRP Guidance allows that any charges made in excess of 

the statutory MRP, i.e. voluntary revenue provision (VRP) or overpayments, can be 



reclaimed in later years if deemed necessary or prudent. In order for these sums to be 

reclaimed for use in the budget, this policy must disclose the cumulative overpayment 

made each year. The VRP overpayments up to 31st March 2022 are £10.41m 

 

 On an annual basis the Section 151 officer shall review the level of MRP to be charged, 

to determine if this is at a level which is considered prudent based on the Authority’s 

circumstances at that time, taking into account medium / long term financial plans, 

current budgetary pressures, current and future capital expenditure plans. Dependant 

on this review the Section 151 officer will adjust the annual MRP charge by making 

VRP or reclaiming previous VRP. The amount of MRP charged shall not be less than 

zero in any financial year. 

 

 


