SUPPLEMENTARY RECOMMENDATION FROM THE EXECUTIVE MEETING 14
OCTOBER 2008 - EXE/0800075
Copeland Borough Council
Statement of Executive Decision

Agenda ltem: Urgent ltem 11

Subject: Release of Over Provision of Minimum Revenue Provision

Date of Decision; 14 October 2008 Decision made by:
Decision Reference: EXE/08/0075 Full Executive

| Portfolio Holder: Councillor A Holliday ]
Context;

This report advises Members of the financial position relating to the Minimum
Revenue Provision (MRP). It proposes that £750k be released from the set aside to
General Fund Reserves, as part of the closure of the 2006/07 Statement of Accounts

Key Decision Status:
Yes - Financial

Decision

That Councii be recommended that £750k of the £890k over provision of MRP
set aside be released to General Fund Reserves, subject to agreement of the
external auditor in closing of the 2006/07 Statement of Accounts.

Explanation

Local Authorities are reguired to charge MRP to their revenue account for each
financial year, to account for the cost of their debt in that financial year. This amount
is calculated, and set aside, to ensure that debt is repaid over a period that is in line
with the period over which the capital expenditure provides benefits.

As part of the audit of the 2006/07 Accounts, the external auditor identified that the
Gouncil had overstated the amount of MRP to be set aside because grants had been
included in the calculation, dating back to 1995/96. Their findings showed 3
significant adjustments were required. The Council now has the opportunity to
correct these errors and to release this element of the set aside funds

Alternative Options Considered:

None

| Interests Declared: None ]
Implementation Date: Publication Date: Recorded by:
24 October 2008 17 October 2008 D James

Call-in Period Expires on: Contact Officers:
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RELEASE OF OVER PROVISION OF MINIMUM REVENUE PROVISION

EXECUTIVE MEMBER: ClirA Holliday

LEAD OFFICER: Julie Crellin, Head of Finance and Management Information
Systems

REPORT AUTHOR: Julie Crellin, Head of Finance and Management Information
Systems

Summary & Recommendation:

This report advises Members of the financial position relating to the Minimum
Revenue Provision (MRP). [t proposes that £750k be released from the set
aside to General Fund Reserves, as part of the closure of the 2006/07 Statement
of Accounts.

Recommendation:

That the Executive recommend to Full Council that £750k of the £890k over
provision of MRP set aside be released to General Fund Reserves, subject to
agreement of the external auditor in closing of the 2006/07 Statement of
Accounts.

1 BACKGROUND

1.1 Local Authorities are required to charge MRP to their revenue account for
each financial year, to account for the cost of their debt in that financial
year. This amount is calculated, and set aside, to ensure that debt is
repaid over a period that is in line with the period over which the capital
expenditure provides benefits.

1.2 As part of the audit of the 2006/07 Accounts, the external auditor identified
that the Council had overstated the amount of MRP to be set aside
because grants had been included in the calculation, dating back to
1995/96. Their findings showed 3 significant adjustments were required.
The Council now has the opportunity to correct these errors and to release
this element of the set aside funds.




1.3

1.4

1.5

1.6

2.1

2.2

2.3

The detailed calculation is shown at Appendix A. This shows the 3
adjustments required. In total, £891k has been set aside, over and above
the required amount.

The present position is that the Council has only 1 loan of £5 million,
repayable over the next 20 years. This loan was taken out in the 1970’s
and the cost of early repayment incurs a large premium. The Council’s
Treasury Management consultants are keeping this under review but do
not advise early repayment at this stage.

The Medium Term Financial Strategy (MTFS), approved in February 2008,
confirms that there is no requirement to borrow funds in the near future. It
is anticipated that capital expenditure can be funded from unallocated
capital receipts i.e. the capital financing requirement is zero.

There is, therefore, no requirement to set aside further MRP for the life of
the MTFS and the amount already set aside is above the required amount
because of the reasons outlined at 1.2 above.

OPTIONS

The Council could choose to leave the MRP as voluntary set aside, so that
provision for this need not be made in future years. If this route is taken,
the Audit Commission has advised that the voluntary set aside cannot be
reversed in future years.

A prudent amount of the over provision (£750k of the £890k) could be
released to General Fund Reserves, which could be used in the event that
the MTFS targets for savings and/or additional income are not achieved.
Unailocated reserves could provide for contingencies. It should be noted
that if this approach is taken, then any borrowing in the future may require
additional MRP to be set aside and there is no pravision for this in the
MTFS.

The whole amount of the over provision (£890k) could be released to the
General Fund Reserves. The risk is that it is more likely that provision
would have to be made in future years i.e. alarger gain in the short term
but there would be a longer term liability.



3 FINANCIAL AND HUMAN RESOURCES IMPLICATIONS (INCLUDING
SOURCES OF FINANCE)

3.1 If the over provision is not released as part of the closure of the 2006/07
Accounts, then this voluntary set aside cannot be reversed in the future
and the funds are not availabie for use.

3.2 The release of £750k would increase the available General Fund
Reserves, whilst leaving a prudent amount of MRP set aside,

3.2 Release of the whole over provision of £890k may lead to further provision
being needed in future years.

4 PROJECT AND RISK MANAGEMENT
41 The financial risks have been considerad at 3.1 and 3.2 ahove.

5 IMPACT ON CORPORATE PLAN
5.1 An additional £750k would be available in unallocated reserves.

List of Appendices
Appendix A — Calculation of Over Provision of MRP 1996/97 to 2003/04.

List of Background Documents: None

List of Consultees: Corporate Team,

CHECKLIST FOR DEALING WITH KEY ISSUES

Please confirm against the issue if the key issues below have been addressed.

This can be by either a short narrative or quoting the paragraph number in the
report in which it has been covered.

Impact on Crime and Disorder n/a

Impact on Sustainability n/a

Impact on Rural Proofing n/a

Health and Safety Implications n/a

Impact on Equality and Diversity n/a

Issues

Children and Young Persons ~ |n/a
implications

Human Rights Act Implications n/a
Monitoring Officer comments No comments
Acting S151 Officer comments Author of the report.

Please say if this report will require the making of a Key Decision YES




Seaue|eq pun4 [eIsua9 o} paseajad g o1 l08LF TINNOD 1IN 2 FAILNDAXT FHL OL AL LIWENS 3a 0l TvS0dOud

lecoies) Poued ay) U1 gYW JO uoIsIACLg JeAg
890°92- pi6'e 120'p- I¥e'r veb' 809" 008"t 0 0
(690'92) (690'02)  (¥i6E) (0P (b2 H)  (b2ph) {eoo'y) (oog¥r o ) Bunieo ppao Jo JusweleISIBn0 10} gy 0 Iy
0 0 0 0 0 0 0 0 0 Ui BLO Jo [ejo) gng
0 0 0 0 0 0 0 0 0 dHN O8H
0 0 0 0 0 0 0 0 0 usunsnipz ai0/8g - gy
690'97 ¥LB'c L0 Lve'y yZb'y 900'F 008'F 0 0 siseq Bunpal e ue %y gy
L2269 sheie Te6'l0L  B89L'90L  ZBSOLL  00T'SLE  00Q0ZL [} 0
0
221159 She'L6 ZTE'LOL 89L'G0L  Z6S5'0LL 0O0Z'GLL Q00021 4043
(Butsnoy-uou) Buiren up3JD [eubNQ
¢ Wasugsnipy
-29L'g8- 255'01- L66'0L"  BYFLL~  926°Ll-  £ErEl- IP6°ZL- 08t~ 0
(z9s'cq) {z9.t9) {esg’ol] ~ (le6'0L) (6b¥ 1D (026'bl)  (ecpzy) (176'21)  (08vely 0 Builiso 1pesa J0 JUSWSIBISIBN0 Jo) dHIN o) Ipy
[ 0 ] 0 0 0 0 0 0 duIN BlLQ Jo o) gng
0 0 a 0 0 0 0 ¢ 0 d¥iN ©8H
0 0 0 0 0 ] 0 0 0 Juauisnipe 810)9qG - GHN
29.'eR 285'01 166'0L 6¥F'L1L 9ze'tl ford A ) L¥6Z1 osr'el 0 Siseq BUIONpal e o Y%t Juiy
SGO'VE0Z- 68.'€9Z  18WIZ 057082 951BEZ 6.5'0le  0Z5€TE Q00'lES 0
POL'SBY' L 820'28)  bIS'WBL  ¥BE'Z0Z 2otz zoz'0zz OFF'6Z2  000'BE2 SvH
$56'809 oL2'al L06'6. 9gT'e8 v0L'98 212'06 020'%6 000'88 4Qu3 ’
{Buwsnoy-uou) Buien Hpao reuibuo
¢ Jususnipy
9.L7TEL'C _ BILL'BOZ _ 90Z'9EY  BKG'OZF oL 0EE B9L'GZY  ECOTMPY 92T 6bF org'err
(vzz'182) vee'el) ™ 2ezv8) (b6L28)  (2ovis) (£02°G6) (zez'es)  (i9e'e0l) (p29201) {ogL'z1Li) Bullied J1peiz j0 JUsLelelSIBN0 JO) Jupy of Ipy
000'PLC'Y  000E6Z  000°bZS  000'SLS  0OO'PS 000528 00CLSS  DOO°.SS 000°29G ¥ 6o o (eyoy gng
000's60'Z 0 00C'E6Z  000'0CE  00D'S6Z  000'96Z  000'962  00Q'90C 000'L1E JHA DSH
000'6L6'}  0D0'EBZ  COD'LEZ  00O'SLZ  0OG'LGL 000622 000652 QOO'LGZ 000°15Z waugsnipe 81040 - gy
Ve Z8T'v8 ¥6L'18 zar'Le £92'68 2¢2'66 192801 $29°40L 091781 siseq Buonpas e uo %t quw
LESOEG'BL- BS0°L0L'T £58'PEL'Z cog'asz'T 296°18E'2 009°08Y'Z 99LVRSZ OVE'LEYZ 000'08'2
LEQ'VYL  DVS'66.  YS8'ZER  4GG'J98  GOL'EOB  BSELYE Z96'086  Ovb'lzo’L 000'F90'L OVH
EEG'BLLTL 61G'20E°L B66'LOE'L BPL'SLYL €08 4/pL W'BESL  PRG'E09°L  00¥'0L9') 000'0%2°L 4q43
(Buisnoy-uou) Buipan Npa1n jeulbug
1 jusunsnipy
3 3 3 3 3 3 3 3
uoisiroIdiaA0 =101 VO/E00Z  £0/Z00Z  TOMLOOZ  LOJODOZ  00/666L  66/B66L 86/4661 26/9661

Yt

P0/E00Z O LB/966L JHIN 2O NOISIAONC ¥3AO 40 NOLLYIND YD
¥ XIONAddv TIONNCD HSNOWOS ANYTAH0D



0Z£'680'9
Ll19'6ZL'g
Zrl'eLe'y
£4£'0.2's
BOL'YGL'S -
S9L°LLig's
66L'16r'g

G/G'LOG'S

‘Jnelwe siy Aq psonpau jou sem Buiren ypsin 8y ueid

SILUNOWE 958yl AQ paonpal jou sem Bu

'SWIAOWIE 3331 AQ pRONpO. Jou sem Bulies upauo sy L ueld - p90° LT PUB JURIB J0M3 YobL L3 seniger I

AGYT HM0ZL3 10 BU U1 SPISE 188 I3UNOD BU JBY) MOUS SjUNDIDE JO JUSWSIRIS BUL  86//66)

QUPSIS 8L "OWH X6ETT Pue ueIB 503 %863 10d BU1 Ul 9pISE 1S JIoUNCD SU JEtl MOYS SJUNODOR JO JUSWSRIS BYL  JG/966L

P8I I UCISIAGI] DU Uf BPISE 1S [I2UN0D S) 18U} MOYS SIUNDDOE JO JUBLISIES ayl  96/5661
1 Juswysaipy
L00Z »oquianoN L Buslfy ' o3 Jaye uoissiuwoy ppny Jad se sjuswysnipy




