APPENDIX B

TREASURY MANAGEMENT STRATEGY STATEMENT, MRP STRATEGY AND ANNUAL INVESTMENT STRATEGY 2011/12
1.  Introduction
1.1  CIPFA Requirements
The Chartered Institute of Public Finance and Accountancy’s (CIPFA) Code of Practice on Treasury Management (revised November 2009) was adopted by this Council on 17th March 2010. 
The primary requirements of the Code are as follows: 

1. Creation and maintenance of a Treasury Management Policy Statement which sets out the policies and objectives of the Council’s treasury management activities.

2. Creation and maintenance of Treasury Management Practices which set out the manner in which the Council will seek to achieve those policies and objectives.

3. Receipt by the Executive of an annual Treasury Management Strategy Statement - including the Annual Investment Strategy and Minimum Revenue Provision Policy - for the year ahead, a Mid-year Review Report and an Annual Report (stewardship report) covering activities during the previous year.

4. Delegation by the Council of responsibilities for implementing and monitoring treasury management policies and practices and for the execution and administration of treasury management decisions.

5. Delegation by the Council of the role of scrutiny of treasury management strategy and policies to a specific named body.
For this Council the following reporting arrangements have been adopted in accordance with the requirements of the Code: -

	Area of Responsibility
	Council/ Committee/ Officer
	Frequency

	· Treasury Management Strategy
· Annual Investment Strategy
· MRP policy
· Treasury Management Policy Statement
	Executive
	Annually before the start of the year

	· Prudential and Treasury Indicators
	Full Council
	Annually before the start of the year

	· Treasury Management Strategy
· Annual Investment Strategy
· MRP policy – mid year report
	Executive
	Mid year

	· Treasury Management Strategy
· Annual Investment Strategy
· MRP policy  – updates or revisions at other times 
	Executive
	When required

	· Annual Treasury Outturn Report
	Executive
	Annually by 30 September after the end of the year

	Area of Responsibility
	Council/ Committee/ Officer
	Frequency

	· Treasury Management Monitoring Reports
	Executive
	Mid year

	· Treasury Management Practices
	Executive
	When required

	· Scrutiny of treasury management strategy
	Audit / Scrutiny Committee
	Annually before the start of the year

	· Scrutiny of treasury management performance
	Audit / Scrutiny Committee
	When required


1.2  Investment Guidance
The Local Government Act 2003 (the Act) and supporting regulations requires the Council to ‘have regard to’ the CIPFA Prudential Code and the CIPFA Treasury Management Code of Practice to set Prudential and Treasury Indicators for the next three years to ensure that the Council’s capital investment plans are affordable, prudent and sustainable.  

The Act therefore requires the Council to set out its treasury strategy for borrowing and to prepare an Annual Investment Strategy; this sets out the Council’s policies for managing its investments and for giving priority to the security and liquidity of those investments. 

The Department of Communities and Local Government has issued revised investment guidance which came into effect from 1st April 2010.  There were no major changes required over and above the changes already required by the revised CIPFA Treasury Management Code of Practice 2009.

1.3  Treasury Management Strategy for 2011/12
The proposed strategy for 2011/12 continues to incorporate the requirements of the Local Government Act 2003 and the Prudential Code.
The strategy covers:

· Section 2
Treasury limits 2011/12 to 2013/14;
· Section 3
Prudential and Treasury Indicators for 2011/12 to 2013/14;

· Section 4
The current treasury position;

· Section 5
The borrowing requirement;

· Section 6
Prospects for interest rates;

· Section 7
The borrowing strategy;

· Section 8
Policy on borrowing in advance of need;

· Section 9
The investment policy;

· Section 10
Creditworthiness policy;

· Section 11
The investment strategy;

· Section 12
Policy on use of external service providers;

· Section 13
Scheme of delegation;

· Section 14
Role of section 151 officer;

· Section 15
Minimum Revenue Provision (MRP) strategy;

· Section 16
Minimum Revenue Provision Policy statement 2011/12;

The Act therefore requires the Council to set out its treasury strategy for borrowing and to prepare an Annual Investment Strategy (as required by Investment Guidance issued subsequent to the Act); these set out the Council’s policies for managing its investments and for giving priority to the security and liquidity of those investments. 
1.5 Balanced Budget Requirement
It is a statutory requirement under Section 33 of the Local Government Finance Act 1992, for the Council to produce a balanced budget.  In particular, Section 32 requires a local authority to calculate its budget requirement for each financial year to include the revenue costs that flow from capital financing decisions. This, therefore, means that increases in capital expenditure must be limited to a level whereby increases in charges to revenue from: -

1. Increases in interest charges caused by increased borrowing to finance additional capital expenditure, and 

2. Any increases in running costs from new capital projects are limited to a level which is affordable within the projected income of the Council for the foreseeable future.  

Through previous decisions that the Council has made, the authority’s objectives (and associated spending plans) require the Council to take on external debt over time. This is built into the Councils medium term financial strategy and supporting guiding principles.

2.   Treasury Limits for 2011/12 to 2013/14
It is a statutory duty under Section 3 of the Local Government Act 2003 and supporting regulations, for the Council to determine and keep under review how much it can afford to borrow.  The amount so determined is termed the “Affordable Borrowing Limit”. In England and Wales the authorised limit represents the legislative limit specified in section 3 of the Local Government Act 2003.

The Council must have regard to the Prudential Code when setting the Authorised Limit, which essentially requires it to ensure that total capital investment remains within sustainable limits and, in particular, that the impact upon its future council tax and council rent levels is ‘acceptable’.  

Whilst termed an “Affordable Borrowing Limit”, the capital plans to be considered for inclusion incorporate financing by both external borrowing and other forms of liability, such as credit arrangements.  The Authorised Limit is to be set, on a rolling basis, for the forthcoming financial year and two successive financial years.



· Authorised limit for External Debt 2011/12

£25,000,000

· Operational Boundary for External Debt 2011/12
£20,000,000

Please note that this Treasury Management Strategy (and associated prudential indicators) do not take account of the Government’s proposed changes to the housing finance system. These changes will involve the Council needing to take on significant sums of external borrowing as the Government passes the national housing debt to a local level. The Treasury management Strategy (and prudential indicators) will therefore require amending / updating later in the year when more information is available about the level of housing debt that will be allocated to this Council. Such amendments will need to be approved by the Executive and Full Council.
3. Prudential and Treasury Indicators for 2011/12 to 2013/14
The following prudential indicators are relevant for the purposes of setting an integrated treasury management strategy.  They are technical calculations, which are required to be set to comply with statute. The figures fall out of the Council's budget for 2011/12 and are created by applying a number of statutory calculations. These were adopted on 24th February 2011 by Full Council.
3.1 Prudential Indicators

a) The actual capital expenditure that was incurred in 2009/10 and the estimates of capital expenditure to be incurred for the current and future years that are recommended for approval are:
	
	2009/10
	2010/11
	2011/12
	2012/13
	2013/14

	
	actual
	latest
	estimate
	estimate
	estimate

	Capital Expenditure
	
	estimate
	
	
	

	
	£’000
	£’000
	£’000
	£’000
	£’000

	Non - HRA
	5,030
	6,782
	4,771
	1,170
	1,170

	HRA
	2,431
	2,527
	2,460
	2,460
	2,460

	TOTAL
	7,461
	9,309
	7,231
	3,630
	3,630


b) Estimates of the ratio of financing costs to net revenue stream for the current and future years, and the actual figures for 2009/10 are:
	
	2009/10
	2010/11
	2011/12
	2012/13
	2013/14

	Ratio of financing cost to net
	actual
	latest
	estimate
	estimate
	estimate

	revenue stream
	
	estimate
	
	
	

	Non - HRA
	0.00%
	0.00%
	0.92%
	0.20%
	0.41%

	HRA
	0.00%
	0.03%
	0.00%
	0.00%
	0.00%


c) Over the medium term net borrowing should only be for a capital purpose and that net external borrowing except in the short term should not exceed the total capital financing requirement.
	
	2009/10
	2010/11
	2011/12
	2012/13
	2013/14

	
	actual
	latest
	estimate
	estimate
	estimate

	Net borrowing requirement
	
	estimate
	
	
	

	
	£’000
	£’000
	£’000
	£’000
	£’000

	Brought forward 1 April
	2,491
	6,995
	6,000
	6,201
	6,628

	Carried forward 31 March
	6,995
	6,000
	6,201
	6,628
	7,055

	In year borrowing requirement
	4,504
	(995)
	201
	427
	427


d) Estimates of the end of year capital financing requirement for the authority for the current and future years and the actual capital financing requirement at 31 March 2010 are:
	
	2009/10
	2010/11
	2011/12
	2012/13
	2013/14

	Capital Financing Requirement
	actual
	latest
	estimate
	estimate
	estimate

	As at 31 March
	
	estimate
	
	
	

	
	£’000
	£’000
	£’000
	£’000
	£’000

	Non - HRA
	6,120
	7,635
	9,619
	11,714
	11,936

	HRA
	4,809
	4,819
	4,888
	4,888
	4,888

	TOTAL
	10,929
	12,454
	14,507
	16,602
	16,824


e) Estimates of the end of year capital financing requirement for the authority for the current and future years and the actual capital financing requirement at 31 March 2010 are:
	
	2009/10
	2010/11
	2011/12
	2012/13
	2013/14

	Annual change in Capital 
	actual
	latest
	estimate
	estimate
	estimate

	Financing Requirement
	
	estimate
	
	
	

	
	£’000
	£’000
	£’000
	£’000
	£’000

	Non - HRA
	1,515
	1,984
	2,095
	222
	217

	HRA
	10
	69
	0
	0
	0

	TOTAL
	1,525
	2,053
	2,095
	222
	217


f) The estimate of the incremental impact of capital investment decisions proposed, over and above capital investment decisions that have previously been taken by the Council are:
	
	2009/10
	2010/11
	2011/12
	2012/13
	2013/14

	Incremental impact of capital 
	actual
	latest
	estimate
	estimate
	estimate

	Investment decisions
	
	estimate
	
	
	

	
	£
	£
	£
	£
	£

	Council Tax Band D (indicative figure – per year)
	n/a
	(0.42)
	4.53
	0.84
	n/a

	Average Weekly Housing Rents
	n/a
	0.00
	0.00
	0.00
	n/a


3.2 Treasury Indicators

The Council’s treasury indicators are detailed below:
	
	2009/10
	2010/11
	2011/12
	2012/13
	2013/14

	Authorised Limit for external 
	actual
	latest
	estimate
	estimate
	estimate

	debt -
	
	estimate
	
	
	

	
	£’000
	£’000
	£’000
	£’000
	£’000

	borrowing
	n/a
	22,000
	25,000
	27,000
	27,000

	other long term liabilities
	n/a
	0
	0
	0
	0

	TOTAL
	n/a
	22,000
	25,000
	27,000
	27,000


	
	2009/10
	2010/11
	2011/12
	2012/13
	2013/14

	Operational Boundary for 
	actual
	latest
	estimate
	estimate
	estimate

	external debt -
	
	estimate
	
	
	

	
	£’000
	£’000
	£’000
	£’000
	£’000

	borrowing
	n/a
	17,000
	20,000
	22,000
	22,000

	other long term liabilities
	n/a
	0
	0
	0
	0

	TOTAL
	n/a
	17,000
	20,000
	22,000
	22,000


b) The Council's Indicators for treasury management are detailed below:
	
	2009/10
	2010/11
	2011/12
	2012/13
	2013/14

	
	actual
	latest
	estimate
	estimate
	estimate

	
	
	estimate
	
	
	

	
	£’000
	£’000
	£’000
	£’000
	£’000

	Upper limit for fixed interest rate exposure
	
	
	
	
	

	Net principal re fixed rate borrowing
	n/a
	100%
	100%
	100%
	100%

	Upper limit for variable rate exposure
	
	
	
	
	

	Net principal re variable rate borrowing
	n/a
	100%
	100%
	100%
	100%

	Upper limit for total principal sums invested for over 364 days
	n/a
	17,000
	20,000
	22,000
	22,000


	Maturity structure of fixed rate borrowing
	Upper Limit
	Lower Limit

	
	
	

	under 12 Months
	100%
	0%

	between 12 months and 24 months
	100%
	0%

	between 24 months and 5 years
	100%
	0%

	between 5 and 10 years
	100%
	0%

	more than 10 years
	100%
	0%

	
	
	


Note: All indicators have been reviewed by our external treasury advisors Sector.

4.  Current Treasury Position

The Council has been debt-free since March 2004, however based upon the Council’s capital programme and estimated financing there is a possibility that the Council may need to take on some long-term borrowing in 2011/12.  The level of such borrowing will depend upon the levels of expenditure during the year and also the level of capital receipts generated.  Any borrowing will be in line with prudential indicators and the borrowing strategy outlined in Section 7.
The Council’s treasury portfolio position at the end of February 2011 comprised:
	
	Principal
	Ave. rate

	
	£m
	%

	Fixed rate funding
	6.0
	0.68%

	Variable rate funding
	0.0
	

	Other long term liabilities
	0.0
	

	Gross Debt
	6.0
	0.68%

	
	
	

	Total Investments
	5.2
	0.77%

	
	
	

	Net Debt
	0.8
	

	
	
	


5. Borrowing Requirement

The Council’s borrowing requirement is as follows:

	
	2009/10
	2010/11
	2011/12
	2012/13
	2013/14

	
	actual
	latest
	estimate
	estimate
	estimate

	
	
	estimate
	
	
	

	
	£’000
	£’000
	£’000
	£’000
	£’000

	New borrowing
	-
	-
	2,095
	222
	217

	Alternative borrowing arrangements
	-
	-
	-
	-
	-

	Replacement borrowing
	-
	-
	-
	-
	-

	Total borrowing requirement
	-
	-
	2,095
	222
	217


6. Prospects for Interest Rates

The Council has appointed Sector Treasury Services Ltd as treasury adviser to the Council and part of their service is to assist the Council to formulate a view on interest rates.  

Sector Bank Rate forecast for financial year ends (March)

· 2010 / 2011
0.50%
· 2011 / 2012
1.00%
· 2012 / 2013
2.25%
· 2013 / 2014
3.25%
There is downside risk to these forecasts if recovery from the recession proves to be weaker and slower than currently expected.
7. Borrowing Strategy

7.1 Borrowing rates

The Sector forecast for the Public Works Loan Board (PWLB) new borrowing rate is as follows: -

(Sector Interest rate forecast – 21st February 2011)


[image: image1.emf]Mar-11Jun-11Sep-11Dec-11Mar-12Mar-13Mar-14

Bank Rate0.50%0.50%0.75%1.00%1.00%2.25%3.25%

5yr PWLB Rate3.70%3.70%3.70%3.80%3.90%4.30%4.80%

10yr PWLB Rate4.90%4.90%4.90%4.90%4.90%5.20%5.50%

25yr PWLB Rate5.40%5.40%5.40%5.40%5.40%5.50%5.70%

50yr PWLB Rate5.40%5.40%5.40%5.40%5.40%5.50%5.70%


In view of the above forecast the Council’s borrowing strategy will be based upon the following information.

· The cheapest borrowing will be internal borrowing by running down cash balances and foregoing interest earned at historically low rates.  However, in view of the overall forecast for long term borrowing rates to increase over the next few years, consideration will also be given to weighing the short term advantage of internal borrowing against potential long term costs if the opportunity is missed for taking market loans at long term rates which will be higher in future years

· Temporary borrowing from the money market or other local authorities.

· PWLB variable rate loans for up to 10 years

· Short dated borrowing from non PWLB sources.

· Long term fixed rate market loans at rates significantly below PWLB rates for the equivalent maturity period (where available) and to maintaining an appropriate balance between PWLB and market debt in the debt portfolio.
Sensitivity of the forecast
In normal circumstances the main sensitivities of the forecast are likely to be the two scenarios noted below. The Council officers, in conjunction with the treasury advisers, will continually monitor both the prevailing interest rates and the market forecasts, adopting the following responses to a change of sentiment:

· If it were felt that there was a significant risk of a sharp FALL in long and short term rates, e.g. due to a marked increase of risks around relapse into recession or of risks of deflation, then long term borrowings will be postponed, and potential rescheduling from fixed rate funding into short term borrowing will be considered.

· If it were felt that there was a significant risk of a much sharper RISE in long and short term rates than that currently forecast, perhaps arising from a greater than expected increase in world economic activity or a sudden increase in inflation risks, then the portfolio position will be re-appraised with the likely action that fixed rate funding will be drawn whilst interest rates were still relatively cheap.

7.2 External v Internal borrowing
	
	2009/10
	2010/11
	2011/12
	2012/13
	2013/14

	Comparison of gross and
	actual
	latest
	estimate
	estimate
	estimate

	Net debt positions at year end
	
	estimate
	
	
	

	
	£’000
	£’000
	£’000
	£’000
	£’000

	Actual external debt (gross)
	6,995
	6,000
	6,201
	6,628
	7,055

	Cash balance
	5,988
	6,022
	5,896
	5,983
	5,935

	Net debt
	1,007
	(22)
	305
	645
	1120


In 2009/2010 the Council had short term borrowing of £7.0m and in 2010/11 estimates to have £6.0m of short term borrowing. The difference between actual gross debt and net debt in 2009/10 (after deducting cash balances), is £1.0m.
· The general aim of this treasury management strategy is to reduce the difference between the two debt levels over the next three years in order to reduce the credit risk incurred by holding investments.  However, measures taken in the last year have already reduced substantially the level of credit risk.  Another factor which will be carefully considered is the difference between borrowing rates and investment rates to ensure the Council obtains value for money once an appropriate level of risk management has been attained to ensure the security of its investments.
· The next financial year is expected to be one of historically abnormally low Bank Rate.  This provides a continuation of the current window of opportunity for local authorities to fundamentally review their strategy of undertaking new external borrowing.
· Over the next three years, investment rates are therefore expected to be below long term borrowing rates and so value for money considerations would indicate that value could best be obtained by avoiding new external borrowing and by using internal cash balances to finance new capital expenditure or to replace maturing external debt (this is referred to as internal borrowing).  This would maximise short term savings.
· However, short term savings by avoiding new long term external borrowing in 2011/12 will also be weighed against the potential for incurring additional long term extra costs by delaying unavoidable new external borrowing until later years when PWLB long term rates are forecast to be significantly higher.

Against this background caution will be adopted with the 2011/12 treasury operations.  The Head of Finance will monitor the interest rate market and adopt a pragmatic approach to changing circumstances, reporting any decisions to the appropriate decision making body at the next available opportunity.

8. Policy on borrowing in advance of need

The Council will not borrow more than or in advance of its needs purely in order to profit from the investment of the extra sums borrowed. Any decision to borrow in advance will be considered carefully to ensure value for money can be demonstrated and that the Council can ensure the security of such funds. 

In determining whether borrowing will be undertaken in advance of need the Council will;

· ensure that there is a clear link between the capital programme and maturity profile of the existing debt portfolio which supports the need to take funding in advance of need

· ensure the ongoing revenue liabilities created, and the implications for the future plans and budgets have been considered

· evaluate the economic and market factors that might influence the manner and timing of any decision to borrow 

· consider the merits and demerits of alternative forms of funding

· consider the alternative interest rate bases available, the most appropriate periods to fund and repayment profiles to use.

· consider the impact of borrowing in advance on temporarily (until required to finance capital expenditure) increasing investment cash balances and the consequent increase in exposure to counterparty risk and other risks and the level of such risks given the controls in place to minimise them.

9.   Investment Policy

The Council will have regard to the CLG’s Guidance on Local Government Investments issued in March 2004, any revisions to that guidance, the Audit Commission’s report on Icelandic investments and the 2009 revised CIPFA Treasury Management in the Public Services Code of Practice and Cross Sector Guidance Notes.  The Council’s overall investment priorities are:

· Security; the creditworthiness of the counterparty and;

· Liquidity; how readily available cash is; the term of the investment.


The Council will also aim to achieve the optimum return on its investments commensurate with proper levels of security and liquidity.  The risk appetite of this Council is low in order to give priority of security of its investments.
The borrowing of monies purely to invest or on-lend and make a return is unlawful and this Council will not engage in such activity.

Counterparty limits will be follows:

	
	Minimum ‘High’ Credit Criteria – Based on Sector Creditworthiness policy

	Term deposits – UK government
	--

	Term deposits – other LAs 
	--

	Term deposits – banks and building societies 
	Yellow
	5 years

	
	Purple
	2 years

	
	Blue
	1 year

	
	Orange
	1 year

	
	Red
	6 months

	
	Green
	3 months

	Money Market Funds
	AAA


All such deposits will be sterling denominated, meeting the minimum “high” rating criteria where applicable.
10. Creditworthiness policy

This Council uses the creditworthiness service provided by Sector Treasury Services.  This service has been progressively enhanced over the last year and now uses a sophisticated modelling approach with credit ratings from all three rating agencies - Fitch, Moody’s and Standard and Poor’s, forming the core element.  However, it does not rely solely on the current credit ratings of counterparties but also uses the following as overlays: - 

· credit watches and credit outlooks from credit rating agencies

· Credit Default Swap spreads to give early warning of likely changes in credit ratings

· sovereign ratings to select counterparties from only the most creditworthy countries

All credit ratings will be monitored daily. The Council is alerted to changes to ratings of all three agencies through its use of the Sector creditworthiness service. 

· If a downgrade results in the counterparty/investment scheme no longer meeting the Council’s minimum criteria, its further use as a new investment will be withdrawn immediately.

· In addition to the use of Credit Ratings the Council will be advised of information in movements in Credit Default Swap (CDS) against the iTraxx benchmark (A set of CDS indices) and other market data on a weekly basis. Extreme market movements may result in downgrade of an institution or removal from the Councils lending list.

Sole reliance will not be placed on the use of this external service.  In addition the Council will also use market data and market information, information on government support for banks and the credit ratings of that government support.

11.   Investment Strategy

The Council’s funds are mainly cash-flow derived.  Investments will be made with reference to cash flow requirements and the outlook for short-term interest rates (i.e. rates for investments up to 12 months).
Interest rate outlook: Bank Rate has been unchanged at 0.50% since March 2009. Bank Rate is forecast to commence rising in quarter 4 of 2011 and then to rise gently from thereon. Bank Rate forecasts for financial year ends (March) are as follows: -

· 2010 / 2011  0.50%
· 2011 / 2012  1.00%
· 2012 / 2013  2.25%
· 2013 / 2014  3.25%

There is downside risk to these forecasts if recovery from the recession proves to be weaker and slower than currently expected.  There is also a risk that the MPC could decide to start raising Bank Rate in quarter 2 of 2011 if it feels the need to defend its credibility in containing inflation and the inflation expectations of the public.
For 2011/12 it is suggested that the Council should budget for an investment return of 1.10% on investments placed during the financial year. 

For its cash flow generated balances, the Council will seek to utilise its call and notice accounts and short-dated deposits (overnight to three months) in order to benefit from the compounding of interest.  
12. Policy on the use of external service providers

The Council uses Sector Treasury Services as its external treasury management advisers.

The Council recognises that responsibility for treasury management decisions remains with the organisation at all times and will ensure that undue reliance is not placed upon our external service providers. 

It also recognises that there is value in employing external providers of treasury management services in order to acquire access to specialist skills and resources. The Council will ensure that the terms of their appointment and the methods by which their value will be assessed are properly agreed and documented, and subjected to regular review. 
13. Scheme of delegation

(i) Executive
· receiving and reviewing reports on treasury management policies, practices and activities

· approval of annual strategy.

(ii) Executive
· approval of/amendments to the organisation’s adopted clauses, treasury management policy statement and treasury management practices

· budget consideration and approval

· approval of the division of responsibilities

· receiving and reviewing regular monitoring reports and acting on recommendations

· approving the selection of external service providers and agreeing terms of appointment.

(iii) Audit / Scrutiny Committee
· reviewing the treasury management policy and procedures and making recommendations to the responsible body.

14. Role of section 151 officer
The S151 officer’s role:
· recommending clauses, treasury management policy/practices for approval, reviewing the same regularly, and monitoring compliance

· submitting regular treasury management policy reports

· submitting budgets and budget variations

· receiving and reviewing management information reports

· reviewing the performance of the treasury management function

· ensuring the adequacy of treasury management resources and skills, and the effective division of responsibilities within the treasury management function

· ensuring the adequacy of internal audit, and liaising with external audit

· recommending the appointment of external service providers. 

15. Minimum Revenue Provision Strategy
15.1. What is a Minimum Revenue Provision (MRP)?

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 therefore such expenditure is spread over several years in order to try to match the years over which such assets benefit the local community through their useful life.  The manner of spreading these costs is through an annual Minimum Revenue Provision, which was previously determined under Regulation*, and will in future be determined under Guidance*.  

*
Regulation – Under regulation MRP was set at a uniform rate. 
Guidance – Under guidance a number of options have been given from which authorities can choose how they calculate MRP.

15.2. Statutory duty

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.”

The above is a substitution for the previous requirement to comply with regulation 28 in S.I. 2003 no. 3146 (as amended).

There is no requirement to charge MRP where the Capital Financing Requirement is nil or negative at the end of the preceding financial year.

The share of Housing Revenue Account CFR is not subject to an MRP charge. 

16. Minimum Revenue Provision Policy Statement 2011/12
The Council implemented the new MRP Guidance in 2008/09, and will assess their Minimum Revenue Provision for 2011/12 in accordance with the main recommendations contained within the Guidance issued by the Secretary of State under section 21(1A) of the Local Government Act 2003.
The major proportion of the MRP for 2011/12 will relate to the more historic debt liability that will continue to be charged at the rate of 4%, in accordance with the recommendations and intent of Option 1 of the Guidance.  Certain expenditure reflected within the debt liability at 31st March 2010 will under delegated powers be subject to MRP under option 3, which will be charged over a period which is reasonably commensurate with the estimated useful life applicable to the nature of expenditure, using the equal annual instalment method.

Estimated life periods will be determined under delegated powers. 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. 

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.
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