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COUNCIL SEMINAR 
16th February, 2016 

 
Present:- Councillor Read (in the Chair); The Mayor (Councillor M. Clark), Councillors 
Atkin, Beaumont, Beck, Cowles, Cutts, Elliot, Ellis, Jepson, Jones, Khan, McNeely, 
Parker, Pitchley, Reeder, Rose, Sims, Smith, John Turner, Wyatt and Yasseen. 
 
Apologies for absence were received from Councillors Currie, Hoddinott, Middleton, 
Pickering, Roche, Sansome and Whelbourn. 
 
   MINIMUM REVENUE PROVISION.  

 
  

Councillor C. Read, Leader of the Council, welcomed Stuart Booth, 
Interim Strategic Director, Resources and Transformation, and Derek 
Gaffney, Chief Accountant, to the Seminar.  A presentation on Minimum 
Revenue Provision (MRP) had been prepared for Elected Members 
following a question and discussion at a recent Council meeting. 
 
Stuart Booth explained that The Capital Budget (programme) covered the 
money spent investing on buildings, infrastructure and expensive pieces 
of equipment: -  

 

• Buying, constructing and improving physical assets; 

• Also includes grants and advances made to the private sector/rest 
of the public sector for capital purposes (e.g. advances to housing 
associations); 

• Assets needed to have a life of more than one year.   
 
Councils finance capital spending through: -  
 

• Revenue budgets – known as direct revenue financing; 

• Capital receipts – money received from the disposal of capital 
assets is used to repay debt and finance new capital borrowing; 

• Councils can borrow money to pay for capital assets as long as it 
is affordable borrowing; 

• Grants and contributions from Central Government or other 
organisations; 

• Major Repairs Reserve is a special reserve that provides capital 
funding for housing (HRA only).   

 
In April 2004, CIPFA introduced ‘The Prudential Code for Capital Finance 
in Local Authorities’.   
 

• This provided a framework for councils to judge whether capital 
investment was affordable, prudent and sustainable in the year in 
question and future years; 

• This is a statutory document and councils were required by the 
Local Government Act (2003) to have regard to it; 
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• Councils have to prove they are complying with the Prudential 
Code by a series of prudential indicators set locally and approved 
alongside the Council budget.   

 
The Council has spent monies on capital in the past.  Some had been 
paid for immediately by capital receipts and capital grants.  The balance 
was the borrowing need.  
 
The Capital Financing Requirement (CFR) indicated the Council’s need 
to borrow and was calculated from the Balance Sheet.  It includes 
borrowing facilities within the Council’s PFI Schemes and Finance 
Leases.  
 
The CFR (excluding borrowing facilities within the Council’s PFI schemes 
and Finance Leases) was repaid (charged to revenue) over time and the 
mechanism for repayment was termed the Minimum Revenue 
Provision.   
 
Councils were statutorily required to annually approve their MRP policy 
and ensure that they had made a prudent amount of MRP. 
 
Four options are included in the statutory guidance but other approaches 
were not meant to be ruled out, provided that they are fully consistent with 
the statutory duty to make prudent revenue provision. 
 
The decision on what was prudent was for the individual council to 
determine, not the Department for Communities and Local 
Government.   
 
Rotherham Metropolitan Borough Council had an approximate £800m 
borrowing need, including PFI projects and was under-borrowed by 
around £170m to £180m.  Against this figure as the cost of borrowing was 
not competitive against investment returns where there was no immediate 
need to use the funding.  Rotherham was under-borrowed by around 22% 
(excluding PFI projects), and this was felt to be a desirable position.  The 
majority of councils were under-borrowed by 15-18%.  This position would 
need to be reassessed when there was a change to interest rates.   
 
Over the previous 18 months or so options for reducing the impact of the 
MRP charge on the Revenue Budget had been considered culminating in 
the initiatives brought forward through Commissioners and finally for 
approval by Members at the July 2015 Council meeting. 
 
Technical Accounting Adjustments – the first initiative was re-
profiling the MRP chargeable to the Budget on pre-2007/2008 debt.  
 
Changing profile on pre-2007/2008 debt moving to an annuity basis for 
charging over the life of the assets – 50 years at 4% (previously the 
charge had been on a 4% reducing balance basis to be paid over 
approximately 500 years). 
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The revised approach had a short/medium term revenue benefit although 
the debt was being paid over 50 years rather than the longer period. 

 
Repayable over shorter period but: 

 

• Considered a better reflection of the economic benefit to 
current and future Council Taxpayers; 

• Ensures current and future Council Taxpayers pay amounts 
comparable in real terms taking account of time value of 
money. 
 

When backdated to 2007/2008 there was an overprovision amounting to 
£34.782m – reflected in statutory accounts 2014/2015. 
 
Discussions with the external auditors KPMG had provided an 
understanding on how the amount could be utilised. 

 
The agreed position was that the overprovision would be held within 
‘unusable’ reserves on the face of the Council’s Balance Sheet and 
the Council could take an annual MRP holiday each year up to the 
amount that would otherwise have been charged in that year, until 
the £34.782m has been used. 

 
This approach was agreed by the Audit Committee (24th November, 
2015), Managing Director Commissioner (14th December, 2015) and full 
Council (27th January, 2016). 

 
Graphs demonstrating the MRP projection on the old and new schedules 
were shared. The crossover point was met at 2030 when annual charges 
under the new schedule would become higher than those under the old 
schedule.  Charges under both schedules were equalised at 2053. 
 
Technical Accounting Adjustments – the second initiative was the 
application of uncommitted capital resources to reduce the 
Council’s underlying need to borrow. 

 
Examined whether uncommitted capital resources could be used to 
reduce the MRP chargeable to the revenue budget. 
  
£6.262m was identified and applied to the 2014/2015 budget, as 
approved by Council in July, 2015. 
 
The savings generated in 2014/2015 were £4.536m and transferred into 
the Transformation Reserve and earmarked for the 2015/2016 budget to 
fund childrens’ placements. 
 
The residual savings of £0.883m were included within the 2016/2017 
budget. 
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A table showing the financial implications of the initiatives in 
2016/2017, 2017/2018 and 2018/2019 was shared.   
 
Questions and discussion followed and the following questions were 
raised: -  
 

• Councillor Parker asked whether the Council had to pay tax on 
capital assets?  Did the Council have a £800m need or was there 
£800m available to borrow?  He asked about the amount that the 
Council was under-borrowed.  Stuart explained that no tax was 
paid in relation to the Council’s capital expenditure activities.  The 
Council had a total borrowing need but was under-borrowed by 
approximately £180m against that need.   

• Councillor Elliot asked about the previous structure that had seen 
debt structured over 500 years.  It appeared that, by altering the 
structure of the MRP profile maximum pain would be experienced 
by the Council twice, first in the early stage, which had already 
been gone through, and later in the new model.  Stuart explained 
that the previous overprovision was being compensated for in the 
revised schedule which produced short to medium-term benefits 
negating the earlier cost.   

• Councillor John Turner asked for more information about the 
Council’s PFI liabilities and whether any grant had been received.  
Stuart explained that the Council received specific Government 
grant funding towards the cost of the PFI liabilities.   

 
Councillor Read thanked Stuart and Derek for their informative 
presentation and responses.   
 
Resolved: - That the information shared be noted.      
 

 


