APPENDIX 4
Cambridgeshire and Peterborough Combined Authority

Minimum Revenue Provision Statement 2020/21

Annual Minimum Revenue Provision Statement 2020/21

Where the Authority finances capital expenditure by debt, it must put aside resources to repay that
debt in later years. The amount charged to the revenue budget for the repayment of debt is known
as Minimum Revenue Provision (MRP), although there has been no statutory minimum since 2008. The
Local Government Act 2003 requires the Authority to have regard to the Ministry of Housing,
Communities and Local Government’s Guidance on Minimum Revenue Provision (the MHCLG
Guidance) most recently issued in 2018.

The broad aim of the MHCLG Guidance is to ensure that capital expenditure is financed over a period
that is either reasonably commensurate with that over which the capital expenditure provides
benefits, or, in the case of borrowing supported by Revenue Grant, reasonably commensurate with
the period implicit in the determination of that grant.

The MHCLG Guidance requires the Authority to approve an Annual MRP Statement each year and
recommends a number of options for calculating a prudent amount of MRP. The following statement
incorporates options recommended in the Guidance.

e The Authority expects that its capital financing requirement will be nil on 315t March 2020 and in
line with the MHCLG Guidance it expects to charge no MRP in 2020/21.

e For capital expenditure loans to third parties that are repaid in annual or more frequent
instalments of principal, the Authority will make nil MRP, but will instead apply the capital
receipts arising from principal repayments to reduce the capital financing requirement instead.

e Where loans are made from grant funds, there will be no Capital Finance Requirement and
therefore no MRP.

e  Where loans are made from the Treasury top up fund, where creditworthiness of the borrower
decreases or the asset value drops below the loan value, MRP will be charged on the shortfall.

e The table below summarises the MRP Policy.

Capital Expenditure

Incurred MRP Policy

Expenditure funded by Asset Life, annuity method - MRP will be based on the prevailing PWLB
unsupported borrowing interest rate for a loan with a term equivalent to the estimated life of
the project.

Finance Leases Charged in relation to asset life on the annuity method

Secured Loans to third No MRP will be charged as reliance can be placed on the capital receipt
parties repaid in bullet that will be generated when the loan is repaid or, in the event of a

form. default, the realisation of the security. If realisation of the security does

not equate to the original loaned amount, the Authority will recognise
the associated impairment and will charge MRP on the outstanding
balance.







