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Subject Matter

(In accordance with paragraph 15(i) of the Overview and Scrutiny Procedure Rules the Mayor has agreed that call in procedures should not be applied to this item)

Pursuant to Minute EX.86/08 the Head of Financial Services reported CORP.35/08 that following changes to the rules governing the calculation of the annual Minimum Revenue Provision, authorities were now required to prepare an annual Minimum Revenue Provision (MRP) Strategy.  She informed Members that this would be accommodated within the Treasury Management and Investment Strategy in future years however, as the confirmation of the requirement had been delayed, it had not been possible to include it within this year's budget resolution.

The Head of Financial Services informed Members that the Council did not expect to undertake any long term borrowing in 2008/09 and it was currently assumed that that position would continue at least until 2010/11.  She added that the Council's estimated MRP for 2008/09 (£582,200) had been calculated on the basis of a specified proportion (4%) of its capital financing requirement, which was the same method as that used in previous years and was in line with the regulations which were pertaining at the time.  She added that there were a number of options which had been provided behind the calculation of an authority's MRP and she set out those options as an appendix to her report.

The Head of Financial Services also reported on the option of the Council being able to reduce, on a temporary basis, its Minimum Revenue Provision Liability in 2008/09 and future years through an accounting adjustment involving the voluntary set aside of its unapplied capital receipts to the capital financing requirement.  She informed Members that the effect of this would be to substantially reduce the calculation of the Council's capital financing requirement which governed the calculation of the Minimum Revenue Provision both now and in future years.  She reminded Members that the estimated saving in 2008/09 had originally been forecast at £388,000, although it now appeared that the final saving could be greater than that.  She added that the final amount would only be known when the authority's capital financing exercise had been completed and audited as part of the closure of accounts process.

Summary of options rejected

The Executive considered 4 options available to authorities in calculating their Minimum Revenue Provision Liability.  These were :


Regulatory method


Capital Financing requirement method


Asset Life method, and


Appreciation method

The Executive have recommended the adoption of the Capital Financing requirement method.

DECISION

(1)
That the Executive recommend that the MRP Strategy for 2008/09 relating to expenditure in 2007/08 be based upon Option 2 as discussed in paragraph 3.6 and Appendix A of Report CORP.35/08 and that recommendation be referred to Council on the 26 June 2008 for final approval.

(2)
The Executive recommend that in 2008/09 the MRP budget be reduced through the transfer to the capital financing account of the balance of unapplied capital receipts as at 31 March and that recommendation be referred to Council on the 26 June for final approval.

(3)
That the Executive notes that the longer term impact of the new MRP Strategy will be incorporated within the revisions to the MTFP/Capital Strategy documents which are currently being progressed.

Reasons for Decision

The MRP Strategy has been prepared in order to comply with the requirements for authorities to prepare their strategy each year for approval by Council.  In future this will be included within the Annual Treasury Management Strategy Statement, but this was not possible this year because the requirement was only introduced at the end of February and hence too late for the budget cycle.

The second part of the report which deals with a proposed accounting transfer that will reduce the Council's MRP liability is being recommended because it will generate substantial short and medium term revenue savings for the Council.







