
 

          Appendix E 
 
Minimum Revenue Provision (MRP) Policy Statement 2017/18 
 
To ensure that capital expenditure funded by borrowing is ultimately financed, the 
City Fund is required to make a Minimum Revenue Provision (MRP) when the 
Capital Financing Requirement (CFR) is positive. A positive CFR is indicative of an 
underlying need to borrow.  
 
A positive CFR will arise when capital expenditure is funded by ‘borrowing’, either 
external (loans from third parties) or internal (use of cash balances held by the City 
Fund).  The current Budget Strategy for the City Fund does not envisage any 
external borrowing, subject to the funding strategy for the Museum of London 
relocation which has yet to be agreed. 
 
As at 31 March 2017 the City Fund CFR is expected to become positive for the first 
time as a result of internal borrowing.  This has arisen through funding of capital 
expenditure from cash received from long lease premiums which are deferred in 
accordance with accounting standards. This deferred income is released to revenue 
over the life of the leases to which it relates, typically between 125 and 250 years.  
 
The City’s MRP policy is based on a mechanism to ensure that the deferred income 
used to finance capital expenditure is not then ‘used again’ when it is released to 
revenue.  The amount of the annual MRP is therefore to be equal to the amount of 
the deferred income released, resulting in an overall neutral impact on the bottom 
line.  
 
The MRP liability for 2016/17 is zero.  The MRP liability for 2017/18 is estimated at 
£896k.  Subsequent year MRPs are to be equal to the deferred income to be 
released.   
 


