CABINET
When:

6.30 pm - Tuesday 2 February 2021

Where: online
A link will be made available to those entitled to participate by no later than noon
the day before the meeting. Members of the public can observe proceedings at
https://www.youtube.com/user/MiltonKeynesCouncil
Public attendance and Covid-19 advice
Given the current Government advice in relation to public gatherings, members of
the public will not be able to physically attend this meeting to observe proceedings.
A live stream of proceedings is available at the above link.
Public Questions
The deadline for the submission of public questions is 6:30 pm on Friday 29 January
2021 and should either be delivered to the address below or sent by email to
meetings@milton-keynes.gov.uk (one question per questioner).
The Chair has the discretion to extend the deadline if the matter is sufficiently urgent
and relates to a matter that has arisen in the last 48 hours, subject to the question
being submitted a minimum of 30 minutes before the start of the meeting.
Public Speaking
Persons wishing to speak on an agenda item must give notice by not later than
6.15 pm on the day of the meeting. Requests can be made by email to
meetings@milton-keynes.gov.uk
Members of the Cabinet
Councillor
Councillors

Marland (Leader of the Council)
Baume, Darlington, Middleton, Nolan, O’Neill, Townsend and
J Wilson-Marklew.

Enquiries
Please contact Peter Brown on 01908 253671 or Peter.brown@milton-keynes.gov.uk
/ meetings@milton-keynes.gov.uk.
This agenda is available at https://milton-keynes.cmis.uk.com/miltonkeynes/Committees.aspx.
Milton Keynes Council, Civic, 1 Saxon Gate East, Milton Keynes, MK9 3EJ Tel: 01908 691691
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AGENDA
1.

Apologies

2.

Cabinet Announcements
To receive any announcements from the Leader and members of the Cabinet.

3.

Minutes
To approve, and the Chair to sign as a correct record, the Minutes of the
meeting of the Cabinet held on 15 December 2020 (Pages 3 to 17).

4.

Disclosures of Interest
Councillors to declare any disclosable pecuniary interests, or personal interests
(including other pecuniary interests) they may have in the business to be
transacted, and officers to declare any interests they may have in any contract
to be considered.

5.

Questions from Members of the Public
To receive questions from members of the public of which notification has been
received.

6.

Councillors’ Items
None received.

7.

Councillors’ Questions (15 Minutes)
Councillors to ask questions of the Leader of the Council or a Cabinet member
on issues within their Portfolio.

8.

References from Other Bodies
To consider referrals and their responses (circulated separately).
(a)

Council – 25 November 2020.

Note: referrals from Council (20 January 2021) and Strategic Placemaking
Scrutiny Committee (13 January 2021) are deferred.
9.

Council Budget for 2021/22 and Medium-Term Financial Plan 2021/22 –
2024/25
(a)

Budget and Resources Scrutiny Committee - Report on the Draft Budget
2021/22 (Annex B to follow).

(b)

Cabinet’s Response to the Budget and Resources Scrutiny Committee
Report on the Draft Budget 2021/22 (Annex Y to follow).

(c)

To consider Item 9 (Pages 18 to 196).

10. Housing Revenue Account Business Plan
To consider Item 10 (Pages 197 to 288).
11. Local Council Tax Reduction Scheme 2021/22
To consider Item 11 (Pages 289 to 296).
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ITEM 3

DRAFT Minutes of the meeting of the CABINET held on TUESDAY 15 December 2020
at 6.30 pm.
Present:
Councillor Marland (Leader of the Council).
Councillors Darlington, Nolan, O’Neill, Townsend J Wilson-Marklew
Apologies:
Councillor Baume and Middleton
Officers:
M Bracey (Chief Executive), T Aldworth (Deputy Chief Executive), S Gonsalves
(Director Policy, Insight and Communications), M Heath (Director Children’s Services),
G Snelson (Director Strategy and Futures), P Thomas (Director, Planning, Strategic
Transport and Place Making), N Allen (Head of Regulatory Services), J Kealey (Head of
Legal), A Rulton (Joint Head of Finance and s151 Officer), F Robinson (MK 2050
Futures Programme Manager), P Brown (Head of Democratic Services) and R Tidman
(Committee Services Manager).
Also Present:
Councillors R Bradburn, Carr, Cannon, Crooks, A Geary, P Geary, Jenkins, D Hopkins,
McLean, Rankine, Reilly, Trendall, Wales, Walker and 11 members of the public.
C30

MINUTES
RESOLVED:
That the Minutes of the meeting of the Cabinet held on 1 September 2020 be
approved and signed by the Leader of the Council as a correct record.

C31

DISCLOSURES OF INTEREST
None declared.

C32

ANNOUNCEMENTS
The Leader made announcements, copies of which would be uploaded to the
CMIS pages of the Council’s website:
(a) to make a statement about the planning application at 1 Yeomans Drive,
Blakelands and the Council’s planning service; and
(b) concerning the rising Covid-19 infection / transmission rates in Milton
Keynes.
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C33

QUESTIONS FROM MEMBERS OF THE PUBLIC
Question from Tim Skelton (MK Forum) to Councillor Darlington (Cabinet
member for Public Realm and Housing services).
Referring to a number of previous submissions by MK Forum for inclusion
onto the pending Council Heritage Register, Mr Skelton noted the continued
replacement of distinctive street furniture without consideration for the
design implications. Having discussed and agreed the merit of a coordinated
design approach with a number of Milton Keynes Council officers over time,
no progress had been made and it was suggested that a less civilised
approach by the Forum might perhaps be more effective.
Councillor Darlington acknowledged the merit of a coordinated design
approach, advising of ongoing discussions with officers and the additional
need to balance heritage value, value for money and most importantly,
sustainability, which was now a more important consideration than when the
new town was designed.
As a supplementary question, Mr Skelton advised that whilst there had been
much discussion with officers, it did not seem that the Forums views were
really being considered and asked if the Forum would be involved and
included in future decisions.
In response, Councillor Darlington advised that a number of sympathetic
improvements had been made in Central Milton Keynes, including the
restoration of block paving alongside innovative and sustainable
improvements such as LED street lighting. Councillor Darlington also
explained that officers had been understandably diverted to the Council’s
Covid-19 response, but that further discussion would take place in the new
year.

C34

COUNCILLORS’ ITEMS
None received.

C35

COUNCILLORS QUESTIONS
(a) Question from Councillor A Geary to Councillor Baume (Cabinet member
for Economy and Culture)
Referring to the precarious financial situation of Middleton Pool and
difficulties experienced by Newport Pagnell Town Council (NPTC) in
securing additional support, Councillor Geary asked if Councillors Baume
and Middleton would be prepared to meet with NPTC alongside
Councillor Bowyer and himself to discuss the matter.
Councillor Marland answered in Councillor Baume’s absence, confirming
that a grant of £25,000 grant had been made to Middleton Pool and that
in his view the Council did not have any moral obligation to fund a former
asset, as the freehold had been transferred to NPTC in its entirety.
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Notwithstanding this, the Council obviously wanted to assist to retain a
community leisure asset where possible and that a Central Government
Leisure Fund had opened to applications that week, albeit with a very
short application window. The Council would therefore work with NPTC
to ensure that any grant application had the Council’s support and that
Councillors Baume and Middleton would be willing to meet with NPTC to
discuss the position in more detail.
As a supplementary question, Councillor Geary asked if, given the
pressing applications deadlines, such a meeting could take place at the
earliest opportunity and before the Christmas break. This was agreed by
Councillor Marland.
(b) Question from Councillor Wales to Councillor Middleton (Cabinet
member for Resources)
Councillor Wales, referring to a previous commitment by Councillor
Middleton to retain an 18-hole golf course at Windmill Hill, asked
Councillor Middleton if he was able to provide an update in respect of
the project, noting the need to protect as much green open space on the
site as possible.
Councillor Marland, answering in Councillor Middleton’s absence,
indicated that there was an item to consider the matter on the Forward
Plan early in the new year, but that there was also an update in the
meeting papers in response to a motion previously agreed by Council,
which in particular addressed the funding and feasibility of the project.
Councillor Marland reiterated the commitment to an 18-hole golf course
and to retain as much green space as was practicable.
(c) Question from Councillor P Geary to Councillor Darlington (Cabinet
member for Public Realm and Housing Services)
Councillor Geary, referring to fire safety issues at the Gables and Mellish
Court, asked Councillor Darlington when she became aware of the fire
safety issues at the buildings.
Councillor Darlington advised that following a small fire at the Gables,
detailed investigations had taken place in the late summer, which had
exposed significant issues with cavity walls at both buildings. Officers had
received the results in early September.
As a supplementary question, Councillor Geary asked Councillor
Darlington if she could provide the exact date that the investigatory work
had been commissioned by officers.
In response, Councillor Darlington indicated that she would provide this
information to Councillor Geary in due course.

Cabinet

1 September 2020

(5)

(d) Question from Councillor Jenkins to Councillor Marland (Leader of the
Council)
Referring to rising Covid-19 infection rates in Milton Keynes, Councillor
Jenkins asked Councillor Marland if he remained committed to working
on a cross party basis in response to the Covid-19 pandemic.
Councillor Marland, indicated that this continued to be the case.
Additionally, and having very recently attended a video conference with
the leaders of Bedford Borough and Central Bedfordshire Councils,
Councillor Marland gave a commitment to work collaboratively on a
cross party basis across the region, in addition to the Borough.
As a supplementary question, Councillor Jenkins asked Councillor
Marland if he wished to provide any advice to residents in relation to
rising infection rates.
Councillor Marland stressed that it was everybody’s responsibility to
follow the guidance and that indifference to the messages was likely to
cause ongoing transmission. Therefore, it was very important that
everybody stayed at home and avoided mixing with other people.
(e) Question from Councillor Carr to Councillor Baume (Cabinet member for
Economy and Culture) / Councillor Middleton (Cabinet member for
Resources)
Thanking Councillor Geary for his earlier question about Middleton Pool,
Councillor Carr asked Councillors Baume / Middleton if they remained
open to the possibility of an interest free loan to support the facility as
she had suggested earlier in the year.
Councillor Marland, answering on behalf of Councillor Baume and
Middleton, indicated that whilst he was not aware of the earlier
discussions, in his view an interest free loan was not optimal, given that it
would need to be repaid. However, the Council would look for the best
outcome, as it was in everybody’s interests that an important leisure
asset be supported through the pandemic. Councillor Marland
committed that Councillor Middleton would keep Ward Councillors in
Newport Pagnell South, and Newport Pagnell North and Hanslope
appraised of discussions.
C36-45 REFERENCES FROM OTHER BODIES
(a) Referral from Covid-19 Task and Finish Group – 29 October 2020
The referral was introduced by Councillor Hopkins, Chair of the Task and
Finish Group, who thanked the Leader for the positive written response.
Also thanking the witnesses received by the Group, including the Leader
and Chief Executive, alongside his fellow Group Members and the
Group’s support officer, Councillor Hopkins presented the report;
emphasizing the contribution of the broader community, the voluntary
sector, Milton Keynes Council colleagues and the National Health Service.
Cabinet
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Noting that infection rates were presently as bad as at any time during
the pandemic, Councillor Hopkins reflected that whilst the Council had
the benefit of experience from the first wave of infections and that
progress with vaccinations was promising, it remained important for
everybody to be vigilant and responsible especially over the festive
period.
Councillor Hopkins outlined that the Group would be meeting again in
February, by when it would be possible to understand the impact of a
relaxation of rules over Christmas, in addition to progress with the
vaccination roll out and the longer term effects of the pandemic on the
Borough. Reflecting on some of the issues from the Group’s Report,
Councillor Hopkins also indicated that the Group would consider the
broader need for secure and fast broadband and digital infrastructure,
given the likely need for online learning, business communication and
working. The likely implications of the pandemic on the Strategy for 2050
and Plan:MK2 as well as combatting loneliness and the broader socioeconomic impacts of the pandemic would also be considered.
Councillor McLean, Chair of the Scrutiny Management Committee
endorsed Councillor Hopkins words of thanks to those who had
contributed the Group’s work, alongside the report recommendations.
Councillor Marland noted the written response and the accompanying
action tracker, again highlighting the recent and rising infection rates in
the Borough and reflecting on the Council’s immediate role in supressing
infection rates, which including securing testing kits for schools, its local
communications to support social distancing and the regulatory role to
ensure workplaces were safe.
RESOLVED:
That the written response provided by Councillor Marland (Leader of the
Council) be noted.
(b) Referrals from Council – 16 September 2020
(i) Motion - The Impact of Covid-19 on BAME Communities
The referral was introduced by Councillor Reilly, the motion owner, who
thanked the Cabinet member for her comprehensive written response,
and those initiatives already implemented, particularly those supporting
culturally appropriate communications to different ethnic groups.
Councillor Reilly indicated that there were underlying health inequalities
prior to the pandemic and that the commitment to tackle these must
remain a priority for the Council, both during the recovery and in the
longer term.
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Councillor O’Neill, referring to the published response, agreed the
importance of tacking health inequality which included mental health
and assured Councillor Reilly of her continued commitment to tackle the
issue. Further, Councillor O’Neill suggested that whilst new practices
were beginning to be embedded, some of the benefits might not be seen
for some time.
RESOLVED:
That the written response provided by Councillor O’Neill (Cabinet
member for Health and Wellbeing) be noted.
(ii) Motion – Low Traffic Neighbourhoods (LTN)
Councillor Hopkins, the motion owner, introduced the referral and
advised Cabinet that a petition would be presented to Council in January
2021, representing the support of the community for a LTN pilot in
Danesborough and Walton Ward.
Councillor Darlington responded, underlining the effect of traffic
emissions on health and climate change and committed to work
alongside Councillor Hopkins to seek interested communities and
government funding for appropriate schemes.
RESOLVED:
That the written response provided by Councillor Darlington (Cabinet
member for Public Realm and Housing Services) be noted.
(iii) Motion – Planning for the Future
As the Cabinet member responsible for Development Control, Councillor
Marland referred Cabinet to the written response and thanked Councillor
Crooks for both having brought the motion and having declined to
introduce the referral in order to save time, especially given that the
Council’s consultation response had been submitted and published as
part of the meeting papers.
RESOLVED:
That the written response provided by Councillor Marland (Leader of the
Council) be noted.
(c) Referral from Budget and Resources Scrutiny Committee – 15 September
2020
The referral was introduced by Councillor Bradburn, the Chair of the
Committee, who thanked the Cabinet member(s) for the written
response, highlighting the benefits of disaggregating the debt pool for
the Housing Revenue Account and General Fund, and noting the
willingness of the Cabinet Member(s) to accept the recommendations.
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Councillor Marland responded on behalf of Councillor Middleton, noting
the written response and that the disaggregation had effectively been
backdated, allowing a much clearer picture, immediately.
RESOLVED:
That the written response provided by Councillor Middleton (Cabinet
member for Resources) / Councillor Darlington (Cabinet member for
Public Realm and Housing Services) be noted.
(d) Referral from Health and Adult Social Care Scrutiny Committee – 30
September 2020
The referral was introduced by Councillor Jenkins, the Chair of the
Committee, who set out the effect of the pandemic and associated
economic impact on children and especially those living in poverty.
Reflecting on increasing infection rates and the likely continued impact,
Councillor Jenkins encouraged that child poverty should continue to be
foremost in the Council’s actions.
Responding, Councillor O’Neill agreed that unemployment was a priority
for the Council, especially given the link with health inequality and the
wellbeing of communities generally, that this would be reflected in
forthcoming policies and activity, and would be considered later during
the meeting.
RESOLVED:
That the written response provided by Councillor Marland (Leader of the
Council) / Councillor O’Neill (Cabinet member for Health and Wellbeing)
be noted.
(e) Referral from Council – 21 October 2020
(i) Motion - The Economic Impact of Brexit and Covid–19
The referral was introduced by Councillor Bradburn, on behalf of
Councillor Ferrans, the motion owner, who was not able to be present.
Councillor Bradburn, reflected on the debate when Council considered
the motion and noted the continuing trade negotiations between Great
Britain and the European Union.
Responding on behalf of Councillor Baume, Councillor Marland referred
the meeting to the written response, noting the work of the Economy
team and in particular the advice and financial support provided to
struggling local businesses.
RESOLVED:
That the written response provided by Councillor Baume (Cabinet
member for Economy and Culture) be noted.
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(ii) Motion - Becoming the World’s Greenest City
The referral was introduced by Councillor Crooks, the motion owner,
who thanked the Cabinet member for her response and particularly the
commitment to write to government about the initiatives contained in
the motion.
In response, Councillor Wilson-Marklew referenced the written reply set
out in the meeting papers, particularly the ongoing development of
innovative engagement tools, which it was hoped would give the Council
greater reach in consulting on green initiatives.
RESOLVED:
That the written response provided by Councillor Wilson-Marklew
(Cabinet member for Climate and Sustainability) be noted.
(iii) Motion - Community at Work
The referral was introduced by Councillor Trendall, the motion owner
who noted the unanimous support of Council when the motion was
considered. Councillor Trendall suggested that it would be helpful if a
single point of contact (SPOC) at Milton Keynes Council could be agreed
for communities to make contact for advice to progress local initiatives.
In response, Councillor Darlington agreed to consider the possibility of
agreeing a SPOC and reiterated her commitment to help communities
with local sustainability initiatives.
RESOLVED:
That the written response provided by Councillor Darlington (Cabinet
member for Public Realm and Housing Services) be noted.
(iv) Motion - Saving Golf at Windmill Hill will benefit all MK Citizens
The referral was introduced by Councillor Rankine, the motion owner,
who welcomed a firm commitment from Cabinet to retain an 18 holegolf course. Suggesting that the written response did not fully consider
alternative options, Councillor Rankine submitted that the financial
position of the current provider was not transparent as it should be.
Councillor Rankine suggested that in addition to the solution proposed,
the existing course could be retained if there were a greater focus on golf
enterprise by the contract management team and that residents would
like to see a model similar to the Abbey Hill site be developed and
costed.
Responding on behalf of Councillor Middleton, Councillor Marland noted
a recent delegated decision to provide additional financial support to the
current operator and the report provided by Colliers International, who
were market leaders in golf brokerage and appraisal and had concluded
that an Abbey Hill solution was not feasible at Windmill Hill.
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Further, that all options would be considered by Councillor Middleton
when the decision was taken about the future of the site, early in the
new year.
RESOLVED:
That the written response provided by Councillor Middleton (Cabinet
member for Resources) be noted.
C46

STRATEGY FOR 2050
The Cabinet considered the Strategy for 2050. Councillor Marland introduced
the item, setting out that the Strategy had been commission as a
supplementary piece of work arising from the MK Futures 2050 work, which
would support the City to continue to develop in a way that best harnessed
automation and innovation. Reflecting on the societal changes accelerated by
the Covid-19 pandemic, such as home working, digital and remote business,
and artificial intelligence, Councillor Marland argued that the 2050 work
positioned the city to best respond to these changes.
Cabinet heard that the Strategy would benefit Milton Keynes by setting the
vision for long term sustainable growth, by taking back control from
developers, poor planning policies and short-term spatial frameworks, and
deliver growth that would benefit current residents of the Borough. Noting
the growth that would arise from an expanding population and the Borough’s
success and advantageous location, Councillor Marland explained that the
Strategy for 2050 set an ambitious vision for healthy, fulfilled and productive
communities.
Thanking the Director for Strategy and Futures, the 2050 Programme
Manager and the Strategic Lead for Economy and Policy for the work that
had gone into the Strategy, Councillor Markland also noted the numerous
changes incorporated as a result of consultation during the year.
In consideration of the item, the Cabinet heard from Councillors Rankine and
Walker, alongside ten members of the public, which included Councillor Ian
McCourt, the Leader of South Northamptonshire Council and Councillor John
Baker, an Independent Councillor for Central Bedfordshire.
In response Councillor Marland:

Cabinet

•

thanked Councillor McCord for his support in addition to his work on the
Central Area Growth Board and collaboration on the regional work linked
to the Oxford-Milton Keynes-Cambridge Growth Arc;

•

advised that in his view, a Mass Rapid Transport system was fundamental
to the Strategy and whilst the pandemic was currently affecting demand
for transport, the vision was much longer term;

•

noted that part of the recommendation of receiving a revised futures
programme would include how a Mass Rapid Transport System could be
delivered, which would incorporate assessing viability and funding;
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•

agreed that culture was as much the life blood of Milton Keynes as the
built environment and that a strong and thriving cultural scene formed
part of the attraction to the types of industry, jobs and people needed to
visit and settle in the City;

•

argued that the success of Milton Keynes was in part due to its diversity
of place, which was a saleable commodity and an excellent basis for
economic growth and recovery from Covid-19;

•

explained the fundamental point of MK Futures and the Strategy was to
take advantage of the City’s developing connectivity, to address issues
such as health inequality which were in part due to employment, training
and skills prospects, but also to consider and learn from design failures of
the original new town in the built environment;

•

argued that engagement with neighbouring Councils was reflected in the
participation of South Northamptonshire and Central Bedfordshire
Councillors and it was simply not true that Buckinghamshire Council had
not be consulted;

•

emphasised the importance of regional collaboration and that joining up
growth effectively across authorities was important and needed to be
coordinated;

•

set out that consultation had been genuine and effective, and had
resulted in significant changes and improvements to the Strategy;

•

noted that it was reflected in the Council plan that it was the Council’s
ambition to be a Transport Authority, but there was no legal provision to
do so as a single authority;

•

confirmed the Council was committed to working with Parish and Town
Councils and had engaged with them over a number of meetings, both as
groups and individually; and

•

reiterated that the ‘quantum number’ for growth in the Strategy was
unchanged, but now reflected internal growth within the administrative
boundaries of Milton Keynes.

Councillor Marland proposed one amendment to the recommendations, so
that a review mechanism would be built into the Strategy after three years,
which would address any fundamental changes to transportation, mobility,
or the green, sustainability and climate change agendas.
RESOLVED:

Cabinet

1.

That the Milton Keynes Strategy for 2050 be approved.

2.

That Cabinet recommends to Council that the Strategy become an Annex
to the Council Plan and is approved as such.

3.

That Cabinet commits to receiving a revised MK Futures 2050
programme by the end of June 2021.
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C47

4.

That a partnership approach to implementing the strategy with
government and its agencies, including Homes England, be agreed.

5.

That the Strategy be subject to a review after 3 years.

CHILD POVERTY COMMISSION RECOMMENDATIONS
The Cabinet considered the report of the Child Poverty Commission.
Introducing the item, Councillor Nolan thanked the Chair of the Commission,
Hannah Markham QC and all Commissioners, including Councillors Carr and D
Hopkins, which reflected the cross-party nature of the work undertaken.
Councillor Nolan also acknowledged the work of the Councils’ Policy &
Equality Manager Officer and Director of Policy, Insight and Communications.
Noting that this was the second report of the Child Poverty Commissioners,
Councillor Nolan set out that the report was directed to the wider
community as well as to the Council and its partners, highlighting the three
recommendations made by the Commission:
•
•
•

Establish a Child Poverty Challenge Board in Milton Keynes
Help child poverty work to flourish
Work to challenge child poverty through actions and influence

Cabinet heard some of the key issues reported by the Commission:
•

Affordable childcare – families who were at risk of poverty, especially
those in private rented accommodation were particularly poorly served
by the childcare system. The Council would need to consider how it
unlocked affordable childcare.

•

Homelessness – living in temporary accommodation was expensive both
for the local authority and affected families, and a risk factor for poverty
and poor outcomes. The Council needed to continue to work with
partners to prevent homelessness, tackle the gap between Local Housing
Allowances and market rents and continue work to reduce domestic
abuse.

•

Children’s Centres - families could be trapped in an emotional whirlpool
and not able to be resilient and/or start employment. Continuing the use
of Children’s Centres as Action Hubs which would enable action-oriented
family work, was therefore encouraged.

Councillor Nolan also explained that the Commission had encouraged the
Council to lobby Central Government in a number of policy areas, but in
particular to reduce the five-week waiting time for Universal Credit.
The Cabinet heard how the pandemic had made tacking poverty challenging,
but more urgent and important than ever. There were twenty-one ideas for
2021, which would build on existing work and could be grown and expanded
quickly.
In consideration of the item, Cabinet heard from Councillors Carr and D
Hopkins, as well as one member of the public.
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Responding, Councillor Nolan:
•

agreed that school clothing was a key issue and that charities and schools
had played an important role in making pre-owned school uniform
accessible, but that the design and cost of school uniforms was an area
that the Council would look to take action;

•

acknowledged that the breadth and variety of evidence and information
provided to the Commission was extremely helpful;

•

resolved to work to make the recommendations happen and noted that
this work was already reflected in the Council Plan; and

•

acknowledged the importance of the Council’s structure in key areas,
noting the link between Adult Services, Children’s Services and Housing.

RESOLVED:
1. That Hannah Markham QC and the Commissioners be thanked for their
work in bringing together their final report.
2. That the second report of the Milton Keynes Child Poverty Commission
“Our Children Deserve Better 2” be commended to all services, partners
and interested parties in Milton Keynes as a shared beginning to
challenging child poverty.
3. That the Council will lead in the challenge to child poverty using the
recommendations of the Commission be affirmed.
4. That the Director Policy, Insight Communications and Customer, be asked
to develop a Communications Plan, as well as the details of
Recommendation 1, 2 and 3 and report progress to the Cabinet in six
months’ time.
5. That working with a wide group of organisations, details of what help is
offered and what projects are being delivered in Milton Keynes is
available for parents online by April 2021.
6. That a report is published annually starting on the 21 April 2021.
C48

SUSTAINABILITY ACTION PLAN
The Cabinet considered the Sustainability Action Plan. Councillor WilsonMarklew introduced the item, explaining that Cabinet had originally intended
to receive the report in September but because of the pandemic and
associated impact on officer resource, the work had been delayed slightly.
Thanking the Head of Regulatory Services and the Director of Environment
and Property, alongside the Council’s energy services provider, Engie and
Councillor Townsend for progressing the project, Councillor Wilson-Marklew
reflected on the volume and detail of work undertaken and particularly that
the original Sustainability Action Plan had been consolidated with the
recommendations from Climate Change Task and Finish Group.
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Cabinet heard that the development of a local carbon baseline would be the
first stage in developing measures to reach carbon neutrality by 2030
alongside an Energy Prospectus, which would outline how a proposed
Energy and Carbon Hub could provide the skills and capacity to deliver the
opportunities and projects highlighted in the Prospectus and Action Plan.
Noting that the Sustainability Strategy Action Plan was not the long term
solution in itself, Councillor Wilson-Marklew explained that actions were
identified as short, medium and long term which would be further developed
in order to understand the full cost and likely energy and carbon reduction
and then prioritised accordingly.
Cabinet heard from two members of the public in consideration of the item.
In response, Councillor Wilson-Marklew agreed that she would continue to
consider when measurable targets would be appropriate. Further, that a
digital Citizens Engagement Panel was not deliverable in the required
timeframe and that the alternative proposed solution was intended to reach
a wider audience, but that work would be undertaken to ensure the insight
reflected the wider view of Milton Keynes’ residents.
An additional recommendation was agreed by the Cabinet to ensure that
appropriate budget was identified to support the Action Plan.
RESOLVED:
1. That the update be noted and the action plan (Annex A) be approved as
the starting point for an ambitious implementation programme.
2. That the progress against the action plan be reported annually to all
Ward Councillors.
3. That sufficient budget be identified for the implementation of the action
plan (Annex A).
C49

COUNCIL TAX BASE 2021/22
The Cabinet considered the Council Tax Base for 2021/22, noting the main
assumptions used in calculating the Base and the level of funding paid to
Town and Parish Councils for Local Council Tax Reduction alongside how
funding would be distributed.
Councillor Marland explained that the Business Rates Baseline 2021/22
would be included with the Draft Budget, which would be taken as a
Delegated Decision on 22 December 2020.
RESOLVED:
1. That the 2021/22 Tax Base be set at 86,213.75 Band D equivalent
properties.
2. That the provision for uncollectable amounts of Council Tax for 2021/22
be set at 2.60% producing an expected collection rate of 97.4%.
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3. That the proposed 2021/22 funding contribution to parish and town
councils of £0.325m, as set out in Annex D, be noted and recommended
to Council for approval as part of the final Budget in February 2021.
C50

GENERAL FUND REVENUE, HOUSING REVENUE ACCOUNT, DEDICATED
SCHOOLS GRANT AND CAPITAL PROGRAMME FORECAST OUTTURN REPORT
FOR QUARTER 2
The Cabinet considered the General Fund Revenue, Housing Revenue
Account, Dedicated Schools Grant and Capital Programme forecast outturn
report for Quarter 2.
Introducing the report, Councillor Marland explained that the report was
based upon income and expenditure at 30 September 2020 and that the
financial impact of the pandemic could not be fully understood, given the
level of uncertainty over the wider economic, social impacts and behavioural
changes were yet to be felt. Therefore, the Council had modelled three
different scenarios to illustrate the scale of the financial impact that the
Council could face in 2020/21 and over the medium term, and that forecasts
were based on a medium impact.
Councillor Marland highlighted the key forecasts:

Cabinet

•

An estimated financial position of between £1.859m underspend and
£3.441m overspend for 2020/21, based on the current level of financial
support provided by government.

•

A General Fund underspend of £0.182m. Whilst there was an
underspend of £1.018m of non-COVID-19 related income and
expenditure, the forecast included £19.029m of additional COVID-19
costs and loss of income, £28.783m of additional Government Grant
funding and £10.590m of estimated loss of income from the Collection
Fund.

•

The Housing Revenue Account (HRA) outturn was £0.517m underspend,
which would be offset by an increase in the planned level of Revenue
Contribution to Capital (RCCO).

•

The Dedicated Schools Grant (DSG) was an improved position with an
estimated surplus carry forward £2.564m rather than estimated
budgeted surplus of £1.937m.

•

A Public Health budget underspend by £0.403m which would be
transferred to the Public Health reserve.

•

The Capital Programme was reporting an in-year underspend of
£16.556m, of which £19.872m was planned to slip to later years, leaving
an in year overspend of £3.316m. The total project cost was currently
forecast to be £0.244m underspent after funding is brought forward
from future years.

1 September 2020
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RESOLVED
1. That the GFRA forecast outturn of £0.182m underspend be noted,
together with the management actions set out at Annex A of this report.
2. That GFRA planned savings of £3.768m savings will be achieved (87% of
budget) be noted, which is set out in Annex B of this report.
3. That the forecast outturn on the HRA is break even, after an increase in
the transfer to reserves be noted, together with the management actions
set out at Annex C of this report.
4. That the DSG forecast surplus carry forward of £2.564m be noted,
together with the management actions set out at Annex D of this report.
5. That the reserves position as detailed in Annex E are noted.
6. That the additions and amendments to resource allocation and spend
approval for the 2020/21 capital programme, as detailed in Annex N be
approved.
7. That the forecast outturn on the Capital Programme of £0.244m
underspend for the total project of which £3.316m overspend is in
2020/21 as detailed in Annex F of this report be noted.
8. That the additions and amendments to resource allocation and spend
approval for the 2020/21 Tariff programme, as detailed in Annex M be
approved.
9. That the current position of the 2020/21 tariff programme as detailed in
Annex G be noted.
10. That the debt position of the Council at the end of quarter 2 is detailed in
Annex H are noted.
11. That the Treasury Management report as detailed in Annex I are noted.
12. That the virements to the original budget as detailed in Annex J are
noted.
13. That the current position on the Collection Fund as detailed in Annex K
are noted.
14. That the procurement waiver decisions as detailed in Annex L are noted.
C51

MILTON KEYNES COUNCIL PLAN – PROGRESS REPORT
The Cabinet received and noted the quarterly update on progress with the
Milton Keynes Council Plan (2016 – 2022) covering the period September
2020 – November 2020.
RESOLVED:
That the progress being made on the Council Plan 2016-2022 be noted.
THE CHAIR CLOSED THE MEETING AT 8.56 PM.

Cabinet

1 September 2020
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Executive Summary
This report recommends the Revenue Budget 2021/22 and latest Medium Term
Financial Forecast 2021/22 to 2024/25, Capital programme for 2021/22 to 2024/25,
Housing Revenue Account Budget 2021/22 and Prudential Indicators for the approval
of Cabinet and recommendation to Council.
A summary of the feedback received during the consultation process can be found at
Annex A.
The capital programme has been updated to reflect any new schemes.
The Housing Revenue Account (HRA) Budget includes for a rent increase of 1.5% (CPI
+ 1%) and continues to allocate resources for new build housing and regeneration.
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1.

Decision/s to be made

1.1 That the Revenue Budget 2021/22 totalling £210.434m be approved by Cabinet
and recommended to Council. (Annex I).
1.2 That the Council Tax at Band D of £1,465.59, for the Milton Keynes element of
the Council Tax, be approved by Cabinet and recommended to Council. This is
an increase of 2.50%, consisting of a 1.99% general increase and 0.51% Adult
Social Care Precept.
1.3 That the Council Tax requirement for the Council’s own purposes for 2021/22
(excluding Parish Precepts) of £126.354m, be noted.
1.4 That the estimated position for the Dedicated Schools Grant for 2021/22 be
noted.
1.5 That the forecast parking surplus be noted (Annex J).
1.6 That the Housing Revenue Account Revenue Budget 2021/22 be recommended
to Council for adoption. (paras. 2.60-2.64 and Annexes K-N)
1.7 That the Housing Revenue Account Dwelling Rent 2021/22, an increase of 1.5%
as set out in paragraph 2.63, an average of £1.33 per week, be recommended to
Council.
1.8 That the advance payment of £17.606m employer pension contributions for
2021/22 be approved by Cabinet and recommended to Council. (Para 2.36).
1.9 That the fees and charges for 2021/22 (including those fees and charges which
are exceptions to the Income and Collection Policy) be approved by Cabinet and
recommended to Council. (Annex F and Annex G)
1.10 That the Capital Strategy be approved by Cabinet and recommended to Council
(Annex O)
1.11 That the Capital Programme for 2021/22 to 2024/25 be approved by Cabinet
and recommended to Council. (Annex P)
1.12 That the resource allocation for the 2021/22 Tariff programme be approved by
Cabinet and recommended to Council. (Annex Q).
1.13 That the Treasury Management Strategy for 2021/22 to 2025/26 and the
Treasury Policy Statement, including the Minimum Revenue Provision Policy,
Borrowing Limits be approved by Cabinet and recommended to Council. (Annex
S)
1.14 That the financial forecast set out in the Medium Term Financial Plan (MTFP), in
relation to both resources and expenditure, be noted. (Annex X)
1.15 The equalities impact assessments for the Revenue Budget 2021/22, as set out
in Section 3 be noted.
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2.

Why is the decision needed?

2.1 The purpose of this report is to:
•
•
•

Ensure that the Council meets its legal obligations to set a robust balanced
budget for 2021/22.
Update and extend the Council’s financial forecasts for the period 2021/22
to 2024/25
To set out our approach to addressing the financial challenges over the
medium term and managing short term uncertainty.

Consultation Feedback and Resulting Changes
2.2 The Council has consulted on the proposals set out in the draft Budget 2021/22.
This year’s consultation ran from 18 December 2020 to 31 January 2021.
2.3 The Consultation engagement included the following methods of
communication:
•
•

Key Budget information contained on the Council website and shared
through social media alerts.
Public scrutiny through the Budget Scrutiny meetings.

2.4 A summary of the Budget engagement process and responses can be found in
Annex A. The Budget & Resources Scrutiny Committee held a series of
meetings in January and their report is included in Annex B (to follow), together
with Cabinet’s response to their recommendations.
Changes from the Draft Revenue Budget
2.5 The Provisional Local Government Finance Settlement (LGFS) was announced on
17 December, after the draft Budget had been published. The settlement
confirmed details of our funding for 2021/22, which included:
•

Council Tax Referendum Limits of 1.99% for the overall council tax increase
and 3% for Adult Social Care. The budget includes a proposal for a 2.50%
increase.
• New Homes Bonus (NHB) provisional allocations and no further reforms to
the methodology for 2021/22.
• Allocations of a number of one-off grants announced in the November
Spending Review (Table 2).
2.6 The Settlement confirmed that the Fair Funding Review and changes to the
Business Rates Retention scheme would be delayed to at least 2022/23 as a
result of COVID-19, including the planned reset of business rates.
New Homes Bonus
2.7 When the Draft Budget was prepared the NHB for 2021/22 had not been
confirmed.
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2.8 The provisional LGFS confirmed that an allocation would be made for 2021/22
under the current methodology and the growth baseline would remain at 0.4%.
The new allocation earned for 2021/22 will only attract an NHB reward for that
one year and legacy payments from previous allocations will cease by 2023/24.
This is reflected in the MTFP.
2.9 The NHB allocation for 2021/22 is confirmed as £5.222m. This is £2.471m
higher than we had allowed for in the draft budget. £2m of the additional
amount has been allocated to fund Cabinet Investment Priorities as detailed in
Table 5 and Annex R. The MTFP currently assumes a further £1.970m in NHB
will be received after 2021/22.
2.10 The government has confirmed it will consult on reforms to the New Homes
Bonus shortly, with a view to implementing reform in 2022/23.
2.11 The use of the NHB is summarised in Table 1.
Table 1 – New Homes Bonus Forecast
2020/21
£m

2021/22
£m

2022/23
£m

Estimated NHB

(6.673)

(5.222)

(1.970)

Balance Brought Forward

(6.469)

(1.237)

(1.065)

To be distributed

(13.142)

(6.459)

(3.035)

Base Budget Funding in Revenue

6.000

2.751

1.970

Waste Contamination

0.414

0.000

0.000

One off Funding in Revenue

0.735

2.604

0.375

Earmarked for Capital Programme

2.787

0.039

0.219

Other Transfers to Revenue

0.782

0.000

0.000

Transfer to COVID-19 Reserve

1.187

0.000

0.000

(1.237)

(1.065)

(0.471)

Commitments

Balance Carried Forward
One-Off Grants

2.12 Table 2 compares the Provisional LGFS announcements on one off grants with
the draft Budget assumptions.
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Table 2 – Additional One-off Funding Announced in Provisional LGFS

New Homes Bonus - 2021/22
New Homes Bonus - Legacy Payments
Social Care Grant (rollover grant)
Social Care Grant (£300m)
Core Spending Power - Lower Tier
Services Grant Allocations
COVID Grant (S31 Grant)
TOTAL
Further Announcement Post
Settlement Publication
LCTS Grant

2021/22
Draft
Budget
£m
0.000
(2.751)
(4.830)
(1.135)
0.000

2021/22
Provisional
Settlement
£m
(2.471)
(2.751)
(4.830)
(0.327)
(0.337)

(8.382)
(17.098)

(7.064)
(17.780)

1.318
(0.682)

0.000

(2.826)

(2.826)

Change
£m
(2.471)
0.000
0.000
0.808
(0.337)

2.13 The draft budget assumed a higher allocation of Social Care Grant, than has
been confirmed (a reduction of £0.808m). In the draft budget we assumed that
the grant would be allocated on the same basis as the current grant allocation.
In the settlement this was weighted towards authorities with smaller tax bases.
This was done as way of levelling off the impact on authorities who generate
less revenue from the ASC Precept due to their low tax base.
2.14 The draft budget assumed that the COVID S31 grant would be allocated on a
similar basis to the previous allocations. The final allocation reflects a change in
the basis of apportionment reducing the grant by £1.318m.
2.15 In the Finance Settlement the government announced a brand new one-off
Lower Tier Services Grant. We will receive £337k in 2021/22 to ensure that the
Councils spending power increase is 4.5% as announced in the provisional
settlement. This assumes that the Council will increase its share of Council Tax
by the maximum permitted (5%).
2.16 Shortly after the provisional LGSS was announced we received indicative
numbers for the Council Tax Support Grant which is to be paid to Major
Preceptors in 2021/22 only to compensate for losses on the Collection Fund as a
result of the increase in Local Council Tax Support payments due to the impact
of COVID-19. This will be used to balance off losses in the Councils Collection
Fund.
2.17 A small number of other changes have also arisen since the agreement of the
Draft Budget, which need to be reflected in the Final Budget. These are detailed
in Table 3.
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Table 3: Changes to Budget Proposals
Budget
Proposal
Increased
Funding
Increased
Funding
Increased
Funding
Reduced
Pressure
Withdrawn
Reduction
Reduced
Reduction
Reduced
Saving
Contingency

Ongoing Budget
Description
Increase in Revenue
Support Grant (Provisional
LGFS)
Increase in Homelessness
Grant Funding
Correction to Public Health
Grant
Care Home Market
Sustainability (P011)
Democratic Services (S041)
Closure of Theatre Car
Park (S061)
Non Essential Spend
Adjustment
Adjustments to
Contingency

Total base changes
One-off
Pressure
One-off
Funding

Women’s Euros (OP05) rephased
New Homes Bonus
Reserve

Total one-off changes

2021/22 2022/23 2023/24 2024/25
£m
£m
£m
£m
(0.003)

0.000

0.000

0.000

(0.477)

0.477

0.000

0.000

(0.080)

0.000

0.000

0.000

(0.050)

0.000

0.000

0.000

0.016

0.000

0.000

0.000

0.060

(0.030)

0.000

0.000

0.004

0.000

0.000

0.000

0.530

(0.454)

0.000

0.000

0.000

(0.007)

0.000

0.000

(0.025)

0.025

0.000

0.000

0.025

(0.025)

0.000

0.000

0.000

0.000

0.000

0.000

2.18 The government has also confirmed that the Homelessness Prevention Grant
would continue for a further 12 months. Overall this has meant a gain against
the draft budget of £0.477m which has been added to the Contingency to part
offset losses from other funding.
2.19 We have continued to keep demand pressures under review and whilst their
continues to be a significant level of uncertainty we are not proposing any
further changes from the draft budget.

MK Council, Civic, 1 Saxon Gate East, Central Milton Keynes, MK9 3EJ

(23)

Table 4 - Key Budget Demand Budgets
Key Budget

£m
(2.498)
(13.680)
0.631
0.280
0.724
(0.533)
(0.609)
4.629
1.022
0.518
1.835
(0.077)
18.324
9.638
19.177
3.353

Latest
Outturn
Forecast
P8
2020/21
£m
(1.482)
(4.400)
0.858
1.339
0.940
(0.430)
(0.255)
4.315
0.954
0.503
1.962
0.062
19.410
9.731
19.929
2.708

5.053

4.748

5.654

8.773

8.8

8.203

3.533

3.863

3.848

16.485

17.073

17.945

Budget
2020/21

Planning

Planning income
Parking Income
Elder Gate Car Park
Environment Excess waste tonnage and LECS
& Property
Waste Contamination
Taxi Income
Sponsorship Income
Home to School Transport
Children's Direct Payments
SEN Casework Support
Children’s
Libraries
Supported Employment
Placements
Children's Social Work Staffing
Learning Disability
Physical Disability
Mental Health (MH) and Autism
Services
Adults
Homeless Prevention & Access
and Prevention Fund
Internal Day Care
Care Home Sustainability & Older
People Demand

Budget
2021/22
£m
(1.824)
(5.220)
0.988
1.032
0.964
(0.453)
(0.349)
5.043
1.123
0.591
2.123
0.155
19.497
10.390
21.880
3.354

2.20 The impact of these changes can be contained within the Draft Budget financial
envelope with an adjustment to the Contingency Fund of £0.059m increasing
this to £2.194m. The reduced funding from COVID-19 s31 Grant has increased
the deficit in 2022/23 where we had planned to use the majority of this funding.
Cabinet Investment Priorities
2.21 The budget also includes £5.100m, funding for a number of one off investment
proposals. These are detailed in Annex R and summarised in Table 5.
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Table 5: Cabinet Investment Priorities
2021/22
£m
2.000
1.500
0.750
0.500
0.250
0.100
5.100

Supporting People in Need
Economic Recovery
Supporting Our Health & Wellbeing
Tackling Climate Change
Safer Communities
Getting the Basics Right
TOTAL
2.22 These will be funded as detailed in Table 6.
Table 6: Funding for Cabinet Investment Priorities

2021/22
£m
2.000
2.350
0.750
5.100

New Homes Bonus
General Reserves
Public Health Reserve
TOTAL
General Resources – Ongoing

2.23 The total ongoing resources forecast to be available over the medium-term are
detailed in Table 7. The provisional LGFS allocated £5.623m in Revenue Support
Grant (RSG) to Milton Keynes Council for 2021/22. This is slightly more
(£0.003m) than assumed in the draft budget.
Table 7: Forecast Resources 2021/22 – 2024/25

2021/22
£m

2022/23
£m

2023/24
£m

2024/25
£m

Revenue Support Grant

(5.623)

(5.730)

(5.845)

(5.962)

Retained Business Rates

(52.632)

(49.074)

(50.981)

(52.907)

Council Tax (including parish
precepts

(134.978) (144.366)

(150.882)

(157.618)

Public Health Grant

(11.642)

(11.642)

(11.642)

(11.642)

Use of New Homes Bonus

(5.222)

(1.970)

0.000

0.000

Core Spending Power - Lower
Tier Services Grant (New)

(0.337)

0.000

0.000

0.000

(219.350)

(228.129)

Total Ongoing Resources

(210.434) (212.782)
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Council Tax
2.24 The provisional LGFS confirmed the following,
•
•

Council Tax referendum limit set at up to 2%
3% Adult Social Care Council Tax Precept, with the option for spreading over
2021/22 and 2022/23

2.25 The budget includes the following Council Tax increases
Table 8 – Council Tax
MKC Band D
ASC Precept
Total Increase

2021/22
1.99%
0.51%
2.50%

2022/23
1.99%
2.49%
4.48%

2023/24
1.99%
0.00%
1.99%

2024/25
1.99%
0.00%
1.99%

2.26 All Council Tax Base assumptions have been reviewed in light of the potential
impact of the COVID-19 global pandemic. This has resulted in a reduced Tax
Base for 2021/22 compared to 2020/21. Further details are available in the Tax
Base report presented to Cabinet on 15th December.
2.27 Overall Council Tax income is anticipated to increase by £2.401m in 2021/22;
this total comprises £3.082m generated from a 2.50% increase to the charge,
and a reduction of £0.681m arising from the reduced Tax base.
General Fund Expenditure
2.28 In determining Revenue Budget expenditure for 2021/22 the following
forecasting assumptions have been made:
Table 9: Forecasting Assumptions 2021/22
2021/22
General Pay Inflation*

0.0%

General Non-Pay Inflation**

0.0%

Fees and Charges

2.0%

* pay freeze for those earning above £24,000
**assumes must be contained within existing budgets

2.29 Exemptions to the 2.0% increase in fees and charges are listed in Annex G.
2.30 Contractual inflation is based on existing contract agreements. Some of the
larger contracts are detailed in Table 10.
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Table 10: Contractual Inflation Assumptions 2021/22
2021/22
SERCO – Waste Collection - DTI Indices

2.75%

SERCO – Street Cleansing - DTI Indices

2.75%

SERCO – Food and Garden Waste - DTI Indices

2.75%

SERCO – Landscape - DTI Indices

2.50%

Ringway - highways works

1.85%

Ringway - street lighting works

1.76%

Excel Care

3.45%

Extracare

2.31%

Cost Pressures
2.31 The pressures identified in the Budget 2021/22 are summarised below in Table
11. Pressures have been challenged as part of both officer and councillor
scrutiny of the Revenue Budget. This is to ensure that pressures are realistic
and reflect a reasonable forecast of future costs to ensure an accurate budget,
while not overstating costs. A full list of all ongoing pressures is included at
Annex C and one-off pressures at Annex D.
Table 11: Budget Pressures 2021/22 – 2024/25
Budget Pressures by Category
Demography
Demand - Exceptional
Demand - New
Legislative
Policy Choice
Contractual Change
Total Ongoing Service Pressures
Unidentified Pressures
Total Ongoing Pressures
Total One-off Budget Pressures (See Annex D)

2021/22 2022/23 2023/24 2024/25
£m
£m
£m
£m
4.998
2.160
2.200
2.206
10.695
(0.337)
0.000
0.000
2.093
0.080
(0.200) (0.200)
(0.124)
1.528
1.032
0.158
0.275
0.050
0.050
0.000
0.748
0.000
0.000
0.000
18.685
3.481
3.082
2.164
0.000
1.500
1.500
1.500
18.685
4.981
4.582
3.664
1.360
0.701
0.237
0.081

2.32 On-going budget pressures of £18.7m in 2021/22 will be funded from on-going
resources, together with £2.9m one-off COVID-19 grants. In addition, a further
£1.4m of one-off expenditure has been identified (Annex D). The funding for
one-off expenditure is detailed in Table 12.
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Table 12: Funding for One-Off Expenditure 2021/22 - 2024/25
2021/22 2022/23
£m
£m
0.050
0.000
0.000
0.050
0.289
0.000
0.604
0.375
0.100
0.050
0.317
0.226
1.360
0.701

Strategic Development Fund
Events Reserve
Social Care Fund
New Homes Bonus
Corporate Property Reserve
COVID-19 Support Grant
Total One-off Funding

2023/24
£m
0.000
0.000
0.000
0.000
0.000
0.237
0.237

2024/25
£m
0.000
0.050
0.000
0.000
0.000
0.031
0.081

Pensions
2.33 The Buckinghamshire County Council Pension Fund is currently revalued every
three years. The latest valuation by the actuary based on 31 March 2019 data
set out the primary and secondary contribution rates for all employers in the
Fund for the period from 1 April 2020 to 31 March 2023.
Under current Pension regulations, it is possible to pay employer pension
contributions in advance rather than monthly. The Council paid the non-schools
employer’s contributions for 2020/21 on 1 April 2020 as a cash lump sum at a
cost of £16.989m. This is projected to generate an estimated one-off saving of
£0.405m as the Pension Fund is able to invest these funds earlier.
2.34 It is also now proposed that the 2021/22 contributions are paid up front on 1
April 2021 as a cash lump sum of £17.606m with an estimated one off saving of
£0.419m. A decision on any future payments will be included in subsequent
budget reports. Any savings will be transferred into the Pension Reserve to
mitigate any potential risk on future pension revaluations.
2.35 The payments in advance are summarised in Table 13.
Table 13 – Advanced Pensions Payments

Contributions if paid monthly
Contributions if paid 1 April
Projected Saving
Loss of Interest on Cash Balances
Net saving
*Future payment to be reviewed

2020/21
£m
17.391
16.986
(0.405)
0.010
(0.395)

2021/22
£m
18.025
17.606
(0.419)
0.020
(0.399)
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2022/23
£m*
18.682
18.247
(0.435)
0.050
(0.385)
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2.36 The loss of interest on cash balances has been reviewed to ensure it reflects the
latest projected interest rates.
2.37 The next pensions revaluation is expected to be from April 2023. The impact of
COVID-19 on this revaluation and the required level of employer’s pension
contributions is unknown. A pensions reserve has therefore been created from
the savings made from the advanced pension payment to mitigate against this
risk. The estimated balance of this reserve at 31 March 2021 is £2.158m. The
MTFP includes further contributions to this reserve of £0.510m per annum.
Fees and Charges
2.38 The proposed fees and charges are in accordance with the principles set out in
the Income and Collection Policy. The full schedule of fees and charges is
available at Annex F. The main principles in this Policy are:
•
•
•
•

Charges will increase annually, informed by the July consumer price index
(CPI) forecast.
Charges are based on the full recovery of cost.
Concessions are only in place for those in receipt of specific benefits,
unless specifically agreed otherwise.
Discretionary services will be charged for in advance, unless specifically
agreed otherwise (e.g. for efficiency reasons).

2.39 The two main reasons for exceptions to the policy in the fees and charges
proposed are:
•
•

Additional concessions.
Charges not increased in line with the policy.

2.40 The exemptions to the Income policy are outlined in Annex G.
Summary of Forecast Financial Position
2.41 As a consequence of the financial impact of COVID-19 and continuing increases
in demand for services the Council needs to address a £29.63m financial deficit
over the next four years.
2.42 So far, the Council has identified specific proposals, which could address up to
£14.7m of these financial pressures but there is still significant work ahead to
identify how the remaining gap can be addressed. Table 14 summarises the 4
year MTFP, and the current approach to address this position is set out in paras
2.44 – 2.52.
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Table 14: Medium Term Financial Forecast

Government Funding Adjustments
Other Funding Sources
Pay, Contract & Other Inflation
Budget Service Pressures
Budget Delivery
Corporate Measures
Capital Financing Costs
One-off Pressures
Total Pressures
Budget Reductions & Income
Proposals
Less Reserves applied to one-off
pressures
Budget Gap
Use of Reserves
Net Ongoing Position

2021/22
£m
2.344
2.828
3.867
19.023
(11.108)
(5.834)
0.906
1.360
13.386

2022/23 2023/24 2024/25
Total
£m
£m
£m
£m
5.406
(0.019) (2.011)
5.720
(6.522) (6.108) (6.314) (16.116)
5.750
5.676
5.866
21.159
5.196
4.797
3.879
32.895
(8.289)
5.374
0.000
(14.023)
4.914
(2.774)
1.000
(2.694)
(0.200) (0.200) (0.200)
0.306
0.701
0.237
0.081
2.379
6.956
6.983
2.301
29.625

(9.147)

(0.345)

(1.918)

(0.902)

(12.312)

(1.360)

(0.701)

(0.237)

(0.081)

(2.379)

2.879
(2.879)
(0.000)

5.910
(2.495)
3.415

4.828
5.374
10.202

1.318
0.000
1.318

14.934
(0.000)
14.934

Budget Approach
Management Action Plan
2.43 In February 2020 a Transformation programme was approved with a savings
target of £5.500m. As detailed in the draft Budget report, in response to the
disruption caused by the COVID-19 crisis the programme was reviewed as part
of a wider Management Action Plan, with a change in focus and time scale.
Table 15 provides a summary.
Table 15: Revised Management Action Plan Savings

Property Commercialism
Management Restructure
Social Care &
Homelessness
Older Peoples Services
Demand
Customer Services & Digital
Organisational Efficiency
Operational Property
Savings
Rapid Service Reviews
Total

2020/21 2021/22 2022/23 2023/24 2024/25
£m
£m
£m
£m
£m
0.500
0.000
0.000
0.500
0.250
0.500
0.250
0.000
0.000
0.000

Total
£m
1.250
0.750

0.250

0.250

0.500

0.000

0.000

1.000

0.500

0.000

0.000

0.000

0.000

0.500

0.250
0.100

0.093
0.000

0.200
0.000

0.457
0.000

0.000
0.000

1.000
0.100

0.000

0.250

0.150

0.000

0.000

0.400

0.250
2.350

0.250
1.093

0.000
0.850

0.000
0.957

0.000
0.250

0.500
5.500
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2.44 One-off funding of £3.717m has been set aside to support the delivery of the
Management Action Plan.
2.45 Work has commenced on all of these initiatives; examples include,
• Property Commercialism – The Council is working with MKDP to deliver
growth in revenue streams through its investment in development and
property acquisitions within Milton Keynes which contributes to the
continued growth of the borough. The first of these developments is
underway. An income target of £0.500m is on track to be delivered in
2020/21.
• Corporate restructure - review of the top 3 tiers of the management
restructure completed (£0.623m saving to date). The target for 2020/21
has been fully delivered.
• Social Care & Homelessness – Older People services savings planned for
2020/21 of £500k have been fully delivered through improved demand
management actions. Work is progressing in homelessness to improve our
approach to prevention and reduce the use and cost of using temporary
accommodation. The impact of COVID-19 has impacted, in particular in
social care with significant disruption. Despite this the Council has
continued to deliver key services and meet new demand.
• Customer Services and Digital Transformation – We are rapidly expanding
and repurposing our customer contact centre into a local help hub, with a
greater emphasis on phone access and offering more than the current
range of services (for example handling the initial contact from people who
are at risk of being made homeless) and with the capacity to grip and
resolve problems rather than signpost. A review of demand (current and
future) is in progress to identify the level of savings that can be delivered in
2020/21. Planned savings were deferred due to the impact of COVID-19
and increase in demand for support, with an additional 4 staff redeployed
into the team to help manage this. Total budget savings of £0.343m have
been identified and in the process of being implemented.
• Organisational Efficiency – In year savings are being achieved to deliver
this through a rationalisation of non-essential spend. This target will be
exceeded in 2020/21 as part of a wider approach to mitigate new
unfunded budget pressures arising from COVID-19. A base budget saving
of £0.585m has been achieved from 2021/22 onwards following a
comprehensive review.
• Operational Property Savings – continue to review the council’s
operational asset portfolio and explore the benefits of increased home
working. Through a rationalisation of administrative buildings savings of
£0.400m will be delivered in future years.
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• Rapid Service Reviews – programme currently underway to consider how
services will operate following changes in demand and delivery as a result
of COVID-19.
2.46 To date £2.064m savings have been achieved and work will continue on delivery
of the savings in the Management Action Plan.
Other Transformation Work streams
2.47 In addition to the Management Action Plan, further work streams have also
been developed to offer both service transformation to improve outcomes and
reduce costs. Some of the key areas currently being progressed include:
Environmental Services – Commissioning Strategy
2.48 The Council is developing a comprehensive commissioning approach for a
number of its key Environmental Services contracts. This involves an alignment
of key contract dates to optimise the opportunities in 2023 to deliver a more
holistic approach to how Waste Management services are provided for local
residents. As this programme develops the opportunities for service
improvements and cost savings will be fully explored to help deliver the wider
priorities of the Council Plan.
Asset Management - Review of Property Portfolio
2.49 A complete review of the Council’s operational asset portfolio is in progress to
ensure that the Council has the assets it needs to deliver modern front line
services and facilities. This will identify both future investment need and
opportunities to rationalise the current estate to deliver both capital investment
and revenue savings.
Demand Management
2.50 The Council has been successful at managing demand in its key front line service
areas. This has helped it to manage some of the significant financial challenges
in recent years. This work will continue to be a priority in managing future
budget pressures and ensuring that resources are prioritised to the greatest
needs of our residents.
2.51 The budget includes proposals to invest further to remodel and improve how
the Council manages homeless demand through improved prevention services,
collaboration and how temporary accommodation is sourced. Over a 5 year
period the Council aims to both manage new demand and reduce the existing
number of families in temporary accommodation to release savings of £4.785m
by 2024/25. This savings is included within the MTFP.
Parking Account
2.52 The Council provides car parking to serve local residents, businesses and visitors
with charges set for parking management purposes in accordance with section
45 and 122 of the Road Traffic Regulation Act 1984.
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2.53 As in previous years, the Council has estimated the likely income it will receive
from car parking in 2021/22, the costs that are required to manage car parking,
and has considered the need for additional car parking.
2.54 As a result of this process it has been identified that, whilst income will be
considerably lower than previous years,car parking is expected to generate a
surplus in 2021/22, which will be transferred to the General Fund for use
(subject to the level of surplus) in accordance with section 55(d) of the Road
Traffic Regulation Act 1984 to fund:
•
•
•
•

Off street parking provision
Public transport
Highways and road improvements
Environment Improvements

2.55 Annex J outlines the forecast parking surplus and the proposed use of this
surplus as part of the Budget 2021/22. This is significantly lower than in
previous years due to the impact of COVID-19 on demand.
Dedicated Schools Grant
2.56 The Dedicated Schools Grant (DSG) is a ring-fenced grant supporting individual
schools, academies and other pupil related expenditure as defined in the School
and Early Years Finance (England) Regulations 2021. The grant and expenditure
is monitored closely by the Schools Forum (a committee of the Council).
Part of the 2021/22 DSG allocation is still provisional due to the recalculation of
parts of the census-based funding factors, where there are recalculated on later
census dates. This will affect the whole of the early years block and the import
and export element within the high needs block.
2.57 The 2021/22 DSG budget can be found within the Schools Forum reports in the
following link 14 January 2021 (Item 2.2). The budget means that MKC will
continue to hold the early years and high needs balances within the blocks
(Table 16). This will be needed to manage future risks as these blocks remain
highly volatile in terms of demand and take up. The underspend within the
schools block will be distributed as part of the 2021/22 schools funding formula.
Table 16 – Dedicated School Grant
Schools

2020/21 Forecast Carry
Forward

£m
(0.432)

Central
School
Services
£m
(0.006)

Early
Years

High
Needs

Total

£m
(0.427)

£m
(2.481)

£m
(3.346)
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Housing Revenue Account
2.58 The Housing Revenue Account (HRA) is a ring-fenced account, which is used for
income and expenditure relating to the provision of housing by the council to
tenants and leaseholders. It is funded by rents rather than from Council Tax.
2.59 There was a major change to the financing of the HRA from April 2012, due to
the implementation of the “Self-Financing” regime. This change meant the
Council took on £170m of debt in exchange for no longer paying negative
Housing Subsidy. Income and expenditure of the HRA is now based largely on
local rather than national decisions, and reflects investment informed by the
HRA Business Plan and Asset Management Plan.
2.60 A further major change was announced in the October 2018 budget, when the
“Debt Cap” which had limited councils’ ability to borrow to invest in housing
was abolished. Councils are now able to borrow for housing purposes under the
same “Prudential Code” regime as applies to borrowing for non-housing
purposes. The draft business plan was presented to Cabinet on 1 September
2020. This has been finalised following consultation with Tenants and
Leaseholders and updating of the 30 year financial model. The Treasury
Management Strategy sets out the proposed Prudential Borrowing Limits for
the Council including the HRA. In finalising financial model and borrowing limits
the Council has taken external advice to ensure that the Plan is robust and
borrowing limits affordable in supporting the Councils future aspirations for
regeneration, new build and tenants homes. This is set out in detail in a
separate item on this Cabinet agenda. This budget report summarises the
2021/22 revenue budget for the HRA and Capital Programme to 2024/25.
2.61 Table 17 shows the summary 2021/22 budget for the HRA, which is compared
to the 2020/21 Budget in Annex K.
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Table 17: Summary of the HRA Budget
Item

2021/22 £m

Income:
Dwelling rents

(53.925)

Other income

(2.594)

Total income

(56.519)

Expenditure:
Repairs and maintenance

11.029

General Management & Special Services

16.410

Interest and repayment of borrowing

10.749

Funding for future capital repairs (depreciation charge)

13.800

Funding for future capital improvement works (RCCO)

3.917

Contribution to provision for bad debt

0.614

Total Expenditure

56.519

Net budget for the year

-

2.62 The minimum level of prudent HRA reserve to cover unforeseen adverse
circumstances has been assessed at £6.179m as in Annex N. The medium term
projection in Annex M indicates that HRA reserves will remain above this
minimum level for the medium term planning period. The overall working
balance is forecast to remain at £7.259m for the period ending 31 March 2022.

Capital
2.63 Table 18 summarises the Council’s capital resources and expenditure needs. The
detailed Capital Programme is available at Annex P.
2.64 Whilst the table shows an excess of resources over planned expenditure,
£6.420m of this funding is Education specific, meaning there is no unallocated
funding to fund any new Capital projects within the current Programme. If new
capital projects are required, alternative funding sources will need to be sought.
In light of this, there are no new projects for strategic allocation within the
programme. Projects within the existing programme have been reviewed and
where necessary expenditure profiles revised. New projects have only been
added where new ring-fenced funding has been identified.
2.65 There are a number of areas which are not currently included within the capital
programme and will require funding in the future, therefore increasing the
overall funding shortfall. A pipeline programme has been developed, these still
either need to be worked up further or require funding before they can be
considered for inclusion in the main programme.

MK Council, Civic, 1 Saxon Gate East, Central Milton Keynes, MK9 3EJ

(35)

2.66 The Capital Strategy sets out the approach that the Council takes in prioritising
its Capital Investment Programme including financing and the way that this
activity is managed across the organisation. The expected increase to the
financial pressures over the medium term on the revenue budget will mean that
a key priority will be focused around schemes that deliver financial returns or
reduce existing asset lifecycle costs.
Table 18: Forecast Medium Term Summary of Capital Resources and Expenditure
2023/24

2024/25

£m
111.892
120.250
8.358

£m
77.149
79.830
2.681

£m
11.951
11.848
(0.103)

2025/26
Onwards
£m
15.575
15.908
0.333

(9.331)

(6.650)

(6.753)

(6.420)

2021/22 2022/23
£m
125.554
107.865
(17.689)

Capital Resources
Capital Expenditure
Net Position (surplus) / deficit
Cumulative Position (surplus) /
(17.689)
deficit

Capital Funding
2.67 The capital programme is funded from various sources including Single Capital
Pot Grant and other specific Government grants, capital receipts, revenue
contributions and prudential borrowing. The scale of development within
Milton Keynes means that the Council receives considerable sums of developer
contributions which are also used in the financing the capital programme.
S106 Funding
2.68 S106 funding is a key resource in supporting the Council to mitigate the impact
of growth. The use of S106 funding must be managed carefully to address both
local and strategic needs. Developer Contributions (S106) are included in the
Capital Programme or to fund projects which meet the specification outlined in
the S106 agreement.
2.69 The S106 funding received from ddevelopers is often a contribution toward
total project costs. As appropriate schemes are developed through the Capital
Programme processes, these resources are used towards the delivery of the full
project.
2.70 S106 funding is closely monitored, with a greater focus on those schemes
nearing their expiry date in order to ensure all available resource is used to
deliver community facilities and infrastructure as intended.
2.71 The development of the capital programme has incorporated consideration of
S106 funding, so resources are used in the most effective manner to address
necessary schemes. This process has also included reviewing unidentified
funding to ensure that this is allocated to future projects. Work is still ongoing
to identify individual schemes and future allocations will be updated as schemes
are developed.
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2.72 A total of £4.177m new S106 funding has been allocated within the Capital
Programme.
Tariff
2.73 The Milton Keynes Tariff is a unique s106 based ‘umbrella’ arrangement
covering development in the expansion areas covered by the previously
designated ‘Urban Development Area’. Through the Tariff mechanism, the
Council will collect over £310m in developer contributions over its lifetime,
which will be re-invested in a Programme of strategic and local infrastructure
covering a total of 18 ‘portfolios’, 11 of which are delivered through the Council.
2.74 The Capital Programme includes resourcing of various Council led projects from
the Tariff. As the operator of the Tariff, the Council is also responsible for
controlling expenditure across the whole Tariff mechanism. This is managed by
approving Resource Allocation for future schemes as part of a medium term
plan, with a spend approval stage before individual projects commence
2.75 Annex Q shows a breakdown of the Tariff resource allocation for 2021/22 and
indicative allocation for the next four years, both for projects to be delivered by
the Council and those managed by our partner organisations. The allocation of
tariff resources was agreed in the original Tariff Delivery Plan. Changes to the
timing of delivery of these projects have been made to reflect actual housing
delivery and infrastructure requirements.
2.76 Tariff resource allocation includes both amounts to be financed through cash
and others to be completed by works in kind. Tariff allocations to the Council’s
projects totalling £14.900m are included within the Capital Programme. New
requests for use of tariff funding will be sought on a project by project basis in
line with the agreed process for entry into the Capital Programme.
Treasury Management
Treasury Management Strategy
2.77 CIPFA has defined treasury management as “the management of the
organisation’s investments and cash flows, its banking, money market and
capital market transactions; the effective control of the risks associated with
those activities; and the pursuit of optimum performance consistent with those
risks.”
2.78 The Council has borrowed and invested substantial sums of money and is
therefore exposed to financial risks including the loss of invested funds and the
revenue effect of changing interest rates. The successful identification,
monitoring and control of risk are therefore central to the Council’s treasury
management strategy.
2.79 The Council’s Treasury Management Strategy is attached as Annex S.
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The Prudential Code
2.80 The Prudential Code for Capital Finance in Local Authorities (the Prudential
Code) was implemented in 2004/05. This is a professional code that sets out a
framework for self-regulation of capital spending, in effect allowing authorities
to invest in capital projects without any imposed limit, as long as they are
affordable, prudent and sustainable. The Prudential Code allows the Council to
determine the appropriate level of capital investment to properly deliver quality
public services, subject to affordability. Various amendments have been made
to the Prudential Code since its implementation.
2.81 The 2021/22 Treasury Management Strategy reflects the impact of the HRA
Business Plan report to Cabinet in September 2020 where it was agreed that the
Council would adopt a 2 Pool Model from 1 April 2021.
2.82 Both CIPFA and MHCLG conducted a review of the Treasury Management Code
of Practice, Prudential Code and issued Guidance. These reviews particularly
focused on an evolving local government trend to invest in non-treasury type
investments and especially the purchase of property with a view to generating
income. Such purchases could involve undertaking external borrowing to raise
the cash to finance these purchases or the use of existing cash balances. Both
actions would affect the Councils treasury management position. Non-treasury
investments are required to be reported separately to treasury activity – this
Council has chosen to integrate this into the Capital Strategy report – to deal
with such purchases, their objectives, how they have been appraised, how they
have been financed, and what powers were used to undertake these purchases.
2.83 The Council’s Capital Strategy is attached as Annex O.
2.84 As part of CIPFA’s reviews, a number of prudential indicators have been
withdrawn. The Council has chosen to integrate those that remain within the
strategy documents that most influence their calculations as follows:
Capital Strategy
•
•
•
•
•
•

Estimates of Capital Expenditure;
Estimates of Capital Financing Requirement;
Gross Debt against Capital Financing Requirement;
Authorised Limit for external debt;
Operational Boundary for external debt;
Proportion of financing costs to net revenue stream.

Treasury Management Strategy
•
•
•
•

Limits on variable interest rate exposure;
Limits on fixed interest rate exposure;
Maturity structure of debt;
Limit on investments for greater than 365 days.
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2.85 Once all indicators are set, they will be applied in the context of all treasury
management decisions.

Risks
2.86 A key part of the budget is the review of key financial risks. We have reassessed
the budgetary risks and where possible looked to mitigate these. It should be
noted however that most of the significant risks are not within the direct control
the Council and it is therefore critical in setting a robust and legal budget that
we make sufficient provision within service budgets using available evidence to
manage reasonable variations. The base budget for 2021/22 has been rebased
to reflect the most recent experience and impacts of COVID-19. This has been
reviewed with the services to reach an assessment of the most likely position
using the core assumptions that we set out in the September Cabinet report.
2.87 Our full budget risk assessment is set out at Annex T. There are 5 key external
risks which are summarised below:
COVID-19 Pandemic – This has created the biggest uncertainty for all
organisations in planning, managing and responding to the fast changing
situation. The budget has been developed to take account of this impact as far
as is possible and to set a realistic position for continued service delivery and
consumption in 2021/22. The budget reflects government support announced
in the Spending Review and provisional Local Government Financial Settlement.
The Council is continuing to operate additional controls around spending to
ensure that this is necessary and appropriate in the current circumstances.
Additional monitoring and scrutiny is being applied across budgets and critical
contracts.
Government Funding – the uncertainty of local government funding beyond
2021/22, makes longer term financial planning very challenging. Prior to COVID19 major reforms were expected which would have provided greater certainty
and a reset of local government funding distribution. A key part of this was an
increasing reliance on the use of Business Rates income to fund local services.
There is now no timeframe in place for this and in light of recent events
attitudes towards the use of business rates as an increasing element of local
government funding have changed. The review of Social Care funding has been
delayed and at this stage there is no clear or obvious solution. In the short term
Councils with responsibility for Social Care will continue to rely on a complex
mix of different funding streams to support these services including the Better
Care Fund, Improved Better Care Fund, Public Health Grant and New Homes
Bonus. The future of all of these funding streams in unclear.
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Rising Demand on key front line services across Adults and Children’s Social
Care and Homelessness – The Council is continuing to experience rising
demand, both in terms of volume and complexity, across Adults and Children’s
Social Care. This is driven by a combination of factors including demographics,
rising population, family resilience and breakdown and pressures on other
public services. The Budget reflects our current view on expected levels of
demand for these services, but these are both volatile and difficult by nature to
forecast. Whilst account has been taken of the impact of COVID-19, potential
demand lag increases the likelihood that there could be significant and sharper
increases to demand as we move into 2021. A separate proposal has been
included in the Budget to tackle the issues around homelessness which will
improve homeless prevention services, improve collaboration across the Council
and with other service providers and deliver saving in the costs of Temporary
Accommodation.
Reduced and changing patterns of Consumption – The longer term impact on
the Council’s budget and services through changes to Customer behaviour from
COVID-19 and economic adjustment are still to emerge. For 2021/22 we have
made significant reductions to many income targets across our services to
reflect the current changes that have been experienced. Beyond this the
Council will need to adapt to a new norm for some of our services which could
require reductions to cost, new service models or in some situations cessation
of service with lack of demand.
Brexit – Since the draft budget was approved in December the UK has secured a
trade deal with the EU. Details of the full arrangements are still to be worked
through and in particular this does not include services. We will continue to
keep our assessment on the impact of Brexit under review, with the key risks
remaining:
• Rising Inflation – whilst the budget includes an allowance for inflation to
reflect the expected price changes to contracted out services, staff pay and
other key costs these assumptions are based on published inflation forecasts
and would not address any further movement in inflation caused as a result
of the UK leaving the EU should tariffs be imposed, further currency
depreciation and wider cost pressures arising from the UK exit.
• Staff Changes – The budget does not include any specific allowance for any
changes in normal activity levels from increased staff turnover in the event
that we experience a sharp increase in EU National staff choosing to leave as
a result of the UK’s departure from the EU.
• Contracts – The Council delivers works, goods and services through a large
number of contracts with commercial organisations ranging from local to
international organisations. There is a risk that key suppliers and contractors
lose EU national employees that they rely upon to deliver these contracts
which may impact on both the future cost and delivery.
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• Emergency Planning – In an extreme scenario the Council may need to act to
help protect property, residents and businesses. The Council has received
limited funding from Central Government to help with preparations and
would need in an extreme situation to use its revenue reserves to manage
these potential impacts.
• In the event of a sharp economic slowdown, an increase in business failures
could lead to increased non-payment of business rates, increased empty
property relief leading to a reduction in the Councils core income.
The Director of Policy, Insight and Communications has been leading the work
on Brexit preparations across the Council as we move out of the Transition
Period. The budgetary risks have been considered as part of the assessment
on the GF working balance.
Given the scale of the issues and challenges we have set aside a £2.2m
contingency as part of the 2021/22 budget (£1m is one-off) to address any
immediate challenges in 2021/22.
Reserves
General Reserves
2.88 The Finance team have reviewed the level of reserves, which is included in
Annex T. This review shows the level of risk exposure for the Council on known
issues and an assessment of the adequacy of the level of General Fund Balances.
This has been reviewed to reflect the uncertain impact of COVID-19, the
implementation of Budget savings, and also uncertainty around Brexit.
2.89 Whilst some anticipated one off COVID-19 grant funding has been utilised to
help balance the budget reserves can only be spent once, and the on-going
discipline of not using reserves to manage on-going expenditure must remain
2.90 Furthermore, given the significant uncertainties surrounding future funding, it is
important from a sustainability perspective that Councillors take account of the
level of future risk, as well as the risk identified in the 2021/22 Budget.
2.91 The risk assessment carried out alongside the development of the Budget
(Annex T), shows that the minimum prudent level of General Fund reserves is
£26m.
Earmarked Reserves
2.92 In addition to the General Fund and HRA working balances, the Council
maintains a number of earmarked reserves to enable it to meet a range of
different policy objectives as follows:
• To manage known financial risks;
• To enable the Council to invest in services to generate future savings as
part of its budget strategy;
• To manage one-off expenditure which has allowed the Council to make
on-going revenue savings;
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• To build up funding to support delivery of large projects such as capital
programme schemes;
• To manage known timing differences between the receipt of funding
and the profile of expenditure; and
• To hold ring fenced balances for example, specific grants, trusts, school
balances etc.
2.93 The earmarked reserves are listed in Annex U. They have been reviewed to
ensure that they remain relevant, have clear objective(s) and where appropriate
an expiry date has been shown as to when the funds should be fully utilised.
Robustness and Risks
2.94 Section 25 (1) of the Local Government Act 2003 requires that ‘the Chief
Finance Officer of the authority must report to it on the following matters –
i) the robustness of the estimates made for the purposes of the calculations,
and
ii) the adequacy of the proposed financial reserves.’
2.95 Section 25 (2) requires that an authority shall have regard to the report when
making decisions about the calculations in connection with which it is made (i.e.
setting its budget). This element of the Budget report and associated annexes
outlines the assessment of the adequacy of reserves and robustness of the
Budget.
2.96 In preparing the Budget for 2021/22, where a clear financial impact has been
identified, this has been dealt with through the actions set out in this report.
Where the impact is not known this has been highlighted as a risk.
2.97 A Budget Risk Register is included in Annex V, which sets out the potential risks
and issues and an assessment of the adequacy of the Council’s level of reserves
is set out in Annex T.
2.98 The General Fund Balance of £26m is estimated to be adequate to meet the
Council’s financial needs in 2021/22.
2.99 This view takes account of the reserves included in the Council’s accounts
(subject to audit) as at 31 March 2020; the movement of these reserves since
that date (as tracked through the Budget Monitoring process); and the
proposed use of reserves as part of the Budget 2021/22.
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Table 19: Section 151 Officers Assessment on the Adequacy of Reserves
Balance at
31/3/2021
£m
(30.387)

Forecast Balance
at 31/3/2022
£m
(28.037)

% Net Revenue Budget

14.48%

13.32%

Specific Risk Reserves**
Total Reserves Available to meet known and
unknown budget risks ***

(26.505)

(21.583)

(56.892)

(49.620)

27.11%

23.58%

Reserve
GF Working Balance*

% Net Revenue Budget

*The current GF working balance includes £3.3m of additional in year savings
achieved through the review of non-essential spend, together with £4.1m of
earmarked reserves that have been removed following a review earlier in
2020/21.
**See Annex U which sets out details of these reserves held to manage specific
known budgetary risks.
*** This excludes schools budgets (DSG) and the HRA for which a separate
reserve is held. It should however be noted that the Council continues to
underwrite certain financial risks around schools funding, a provision for which is
included within the risk assessment.

3. Implications of the decision
Financial
Legal
Communication
Energy Efficiency

Yes
Yes
Yes
Yes

Human rights, equalities, diversity
Policies or Council Plan
Procurement
Workforce

Yes
Yes
Yes
Yes

a) Financial implications
The Council’s Budget and Medium Term Financial Strategy are the financial
expression of all the Council’s policies and plans.

b) Legal implications
The annual Budget decisions are among the most important of those which local
authorities are required to make during the course of the year. This is
emphasised by the fact that they are among the few decisions which the Council
is not permitted by law to delegate to a Committee or to Officers.
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They affect every household and service user and the manner in which decisions
must be made is closely prescribed by law. Annex W of this report sets out the
relevant legal considerations which affect the Council Budget and Council Tax
decisions
Councillors should note these requirements as part of approving the Budget.
Councillors will be required to give careful consideration to the information set
out in the Budget Report; its annexes and the equality impact assessments.
In addition, the Local Government Act 2003 places a specific personal duty on
the Chief Financial Officer which in the case of Milton Keynes is the Director of
Finance and Resources, to report to the Council on the robustness of the budget
and the adequacy of reserves.
Councillors are advised that due regard has been given to the requirements of
the Local Government Act 2003 during the current budget process. Specific
reference is made to the adequacy of General Fund reserves, and to the
robustness of the budget proposals in paragraphs 2.32 to 2.35.
The Budget has again been developed at a detailed level based on information
supplied by Directors and has been subject to scrutiny by the Corporate
Leadership Team. Budget and Resources Scrutiny Committee have also
scrutinised the budget process and challenged budget proposals.
A number of the capital schemes in the programme are necessary to fulfil the
Council’s legal or statutory obligations. The legal and statutory issues relating to
each scheme are set out in the individual project business cases.

c) Other implications
There are 95 pressures, reductions and income proposals of which 75 were
considered as being ‘significant’ of which 8 are ‘relevant’ to equality. Four indepth assessments were conducted. Full details will be published on the website
http://bit.ly/MKCEqIA-Bud17b
These assessments recommend:
• In two (2) green areas proposals (Homelessness Proposals and Housing
Section’s Gypsy & Traveller Proposals) should continue, as there is a
potential to improve the advancement equality of opportunity.
• In two (2) green-amber areas, adjustments have been/are made to remove
barriers or better promote equality.
a. The increase of in-house placements in Children’s Social Care will reduce
the potential disadvantages looked after children have faced with an
external placement.
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b. The replacement of subsidised bus services with a demand responsive
service will mitigate the impact for residents with no alternative
scheduled buses, and changes to ENCTS will not affect older people’s
ability to travel after 9.30am Monday to Friday. There will be a continued
discussion with those with a disability to ensure that the service is
accessible.
• There are no (0) amber area, where proposal should continue despite having
identified some potential for an adverse impact or a possible missed
opportunity to promote equality.
• There are no (0) red areas, where it is recommended that proposals not
continue as there is a potential for unlawful discrimination or continue with
adjustments .
The majority of relevant pressures are related to demographic changes and
COVID-19 recovery. The 2021/22 budget continues a focus on meeting the
challenges of the rising numbers of vulnerable people (especially children), and
of maintaining independence for the elderly. For the first time the budget was
considered for its effect on child poverty. An initial assessment suggests that key
decisions will have a positive impact in homelessness prevention, domestic
violence reduction, and the increase in direct payments for Children with
Disabilities. These improvements are on top of further developments related to
the COVID-19 recovery and the continuation of existing budgets. Future work
that increases access to affordable childcare and extending the use of Family
Centres could be considered.

4.

Timetable for implementation

4.1 24 February 2021 – Final Budget & Capital Programme report to Council
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ANNEX A

Budget 2021/22:
consultation feedback summary

This paper summarises the 32 budget consultation responses received by 14 January 2021.
The consultation ends on 31 January, when a further update will be provided. All feedback is
from individual citizens unless marked.

1. Common themes
Council Tax / general finances
• In favour of a greater increase in Council Tax (x3)
• Against any increase in Council Tax (x3)
• In favour of proportional tax that accounts for individual circumstances
• The ratio of tax to services in MK is good compared with other areas
• In favour of the use of reserves to balance the budget and prevent severe cuts (even
more could be used)
• Rent rise should be 2-3% or higher to fund housing repairs
• Several comments acknowledging difficult times and thanking the council for its
response to COVID-19
Booking system at tips
• Should be removed (x3)
• Should be permanent
• Should be permanent only for trade waste

2. Additional points
In favour of greater investment/action
• Activity that supports the most vulnerable, supports jobs and green economic recovery,
or enables action on climate change and sustainability
• Pothole repair
• Investment in Planning and Development Control, to improve reputation
• Flood alleviation
• Free car parking in CMK for at least 2 hours
• Assigning leases to make a clear profit from freeholds in council ownership
• More structured support for Adults with Aspergers
• Additional financial support for people aged over 65
• Training the community to own and tackle issues such as graffiti, crime, homelessness
• Disposal of non-household waste at tips should be chargeable
• Solutions in green spaces to encourage people to take their rubbish home with them
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Document Title

Against
• Cuts to budget for concessionary bus fares and bus routes
• COVID-19 financial support for individuals
• Prioritising graffiti and fly tipping at the expense of homelessness and crime
• Investment in MK Future 2050 project
• Size of internal insurance fund to meet future liabilities based on recommendations from
current insurers (second opinion needed?)
• Council pension scheme, which should be closed
• ‘Golden Handshakes’ for new starters in council roles
• Investment in schemes relating to period poverty
• Closing libraries
Other comments
• Why is there is no SEN (capital) funding to schools after this year?
• Why CAHMS ext and LD Centre are in 22/23 snd 23/24 respectively?
• Can parking surplus be used elsewhere other than transport and highways?
• Would appreciate greater transparency on outcomes around investment in
decarbonising and environmental impact
• Greater transparency needed around efficiency targets across council services

3. Summarised comments from organisations
Stony Stratford Town Council
The draft budget is missing the often-promised allocation of monies to renovate and
refurbish the Galley Hill Community Centre (Small Meeting Place and former Arts Centre) so
it can be renovated and brought back into community use. This was part of the 2017 Stony
Stratford Local Plan and the European Capital of Culture bid, and the 2019 Fullers Slade
Estate Regeneration Ballot. Over the past 10 years MKC has received around £400,000 in
lease payments but has not carried out any improvement or maintenance, hence a recent
estimated renovation cost of £300,000.
Bletchley Pre-School Committee
This and previous budgets have failed to invest in replacing the heating system in the Bletchley
Pre-School Building (WRAC building) which was condemned over 12 years ago. This has been
Bletchley Pre-School’s home for over 50 years with rent paid. The Pre-School has only had
temporary, unsuitable fixed and portable electric heating since then.
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ANNEX H

Medium Term Financial Plan 2021/22 - 2024/25- Year on Year Movement

Government Funding Changes
Revenue Support Grant Inflation
Business Rates Inflation
Business Rates Tax Base Reduction / Reset /Growth
Lower Tier Services Grant
Public Health Grant
Reduction in Benefit Admin Grant
Rough Sleepers Funding
Homelessness Reduction Act Grant
Social Care Grant
New Homes Bonus
Total Government Funding Adjustments
Local Funding Choices
Council Tax -1.99% per annum
Council Tax - additional 0.51% adult social care precept 21/22, 2.49% 22/23
Council Tax Base Movement
New Homes Bonus Legacy Payments
New Homes Bonus 2021-22 (Annex R £2M)
Collection Fund
Estimated Variance in Resource Base
Inflation Assumptions
Pay Inflation
Contractual Inflation - National Living Wage
Contractual Inflation
Fees & Charges (2% per annum)
Other Forecasting Assumptions (Energy, Business Rates)
Budget Pressures
Adult Social Care - Demographic/Cost pressures
Childrens Social Care - Demographic/Cost pressures
Environment & Property - Demographic/Cost pressures
Home to School Transport - Demographic/Cost pressures
Temporary Accommodation - Demographic/Cost pressures
Planning Income
Law & Governance
Other Pressures
Funding core ASC services, including internal homecare
Levies
Public Health Pressure (Reversal)
One Off Pressures (funded by reserves)
Corporate
Capital Financing Costs

2021-22

2022-23

2023-24

2024-25

£000's

£000's

£000's

£000's

( 31)
( 232)
1 864
( 337)
( 80)
34
360
( 156)
( 327)
1 249
2 344

( 107)
( 887)
4 445
337
0
33
0
477
327
781
5 406

( 115)
( 952)
( 955)
0
0
32
0
0
0
1 970
( 19)

( 117)
( 971)
( 954)

0
(2 011)

(2 452)
( 630)
681
2 000
(2 471)
5 700
2 828
5 172

(2 565)
(3 254)
(3 174)
0
2 471
0
(6 522)
(1 116)

(2 681)
( 175)
(3 252)
0
0
0
(6 108)
(6 127)

(2 801)
( 181)
(3 332)
0
0
0
(6 314)
(8 325)

270
2 051
1 583
( 89)
52

1 907
2 011
1 805
( 91)
118

1 946
1 829
1 872
( 93)
122

2 000
1 898
1 937
( 95)
126

3 088
1 796
11 474
323
( 124)
674
177
371
1 600
14
( 370)
1 360

1 420
79
853
138
1 528
( 337)
0
1 500
0
15
0
701

1 425
80
600
145
1 032
0
0
1 500
0
15
0
237

1 430
80
544
152
158
0
0
1 500
0
15
0
81

( 200)

( 200)

31

906

( 200)

( 357)

(1 210)

0

0

(4 127)
471
( 750)
(2 350)
(1 600)
16 443

1 000
( 471)
750
2 350
0
13 866

1 000
0
0
0
1 600
13 110

1 000
0
0
0
0
10 626

(4 830)
(2 806)
( 750)
(4 943)
5 100
(2 000)
( 879)
(11 108)

0
( 694)
0
0
(5 100)
2 000
(4 495)
(8 289)

0
0
0
0
0
0
5 374
5 374

0
0
0
0
0
0
0
0

Sum Required to Balance Budget

10 507

4 461

12 357

2 301

Service Reductions (Annex E)
NES/Vacancy Saving
Funding for one off pressures excluding Local Plan/MK Futures

(8 556)
( 591)
(1 360)

( 345)
0
( 701)

(1 918)
0
( 237)

( 902)
0
( 81)

Planned Changes Contingency Budget
Transfer to/from reserves
- NDR Volatility Reserve (Reversal from 20/21)
- Contribution to New Homes Bonus Reserve
- Public Health Reserve (Annex R)
- General Reserves (Annex R)
- Social Care Reserve
Total Pressures
Social Care Investment Fund (reversal of one-off funding)
Local Plan/MK Futures (reversal of one-off funding)
Service Investment Spend (reversal of one-off)
Cabinet Investment proposals (reversal of 20-21 one-off funding)
Cabinet Investment Priorities (Annex R)
SFC Compensation Scheme (Quarter 1)
COVID-19 Grant

Budget Gap Final Budget

( 0)

3 415

10 202

1 318

14 934
(80)

ANNEX I
General Fund Budget Summary 2021/22

ANNEX I
Gross
Expenditure
2020/21
£000

Movements
£000

Gross Expenditure
2021/22
£000

Gross Income
2020/21
£000

Gross Income
2021/22
£000

Movements
£000

Net Budget
2021/22
£000

SERVICES:
Adult Services`

110,435

7,262

117,697

(38,121)

(7,702)

(45,824)

71,873

Public Health

11,693

168

11,861

(492)

0

(492)

11,368

Children's Services

58,493

1,100

59,593

(10,680)

(2,677)

(13,357)

46,235

3,792

426

4,218

(1,500)

(58)

(1,558)

2,660

544

(83)

460

(200)

(200)

260

Housing and Regeneration

1,442

160

1,601

(944)

23

(921)

680

Growth, Economy and Culture

9,231

(819)

8,412

(3,926)

630

(3,296)

5,116

Policy, Insight & Communications
Strategy and Futures

Environment and Property

89,853

(489)

89,364

(27,727)

8,823

(18,904)

70,460

Finance and Resources

90,134

5,646

95,781

(75,854)

(3,153)

(79,007)

16,774

3,824

247

4,070

(404)

(31)

(435)

3,635

15,540

(7,658)

7,882

(100)

0

(100)

7,782

394,980

5,959

400,939

(159,949)

(4,145)

(164,094)

236,845

Law & Governance
Corporate Items (Pay Award, Contingency
etc)
Total
Contribution to/(from) Reserves

(10,537)

Levies

495

Debt Financing costs including MRP
Asset Management
Recharges to HRA
Parish Precepts Paid

2,823
(26,030)
(2,110)

Total Expenditure

210,434

8,948

FUNDED BY:
Revenue Support Grant

(5,623)

Retained Business Rates

(52,632)

Council Tax (including parish precepts)

(134,978)

New Homes Bonus

(5,222)

Lower Tier Services Grant
Public Health Grant

(337)
(11,642)

Total Funding

(210,434)
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ANNEX J
2020-21 Comparator

ANNEX J

Parking Surplus Account 2021-22

2020-21
Budget
£

Forecast Parking Surplus
(22,530)

Opening Balance
Opening balance in Parking Reserve

(11,596,204)
11,596,204
0

Forecast parking surplus
Expenditure planned
Capital Expenditure

(22,530)

(13,808,828)
2,180,154
40,000
15,000

0
(3,299,677)
3,299,677
0

Anticipated closing balance
2020/21 Forecast Surplus
On street parking income
Car Parking Income
Expenditure in providing on street parking
CMK Parking Management costs
Decriminalisation of Parking
Surveys and fees

(11,573,674)

0
(11,596,204)

2021-22
Budget
£

Planned Surplus in year 2020/21
Planned Use of the Reserve
Capital Programme
Total Forecast Surplus available

0

(4,554,272)
1,553,365
20,000
15,000
(2,965,907)

0
(2,965,907)
Related Reference
to S55 of 1984
Road Traffic Act

The planned 2020-21 surplus is forecast to be transferred to General fund to
be spent on the following:
134,615
880,000
42,560
0
998,323
363,492
4,248,534
2,123,657
57,283
270,500

Highways and Street lighting in on-street parking areas
Cleansing in on-street parking areas
Landscaping in on-street parking areas
Investment in off-street parking
Running costs of off-street car parks
Passenger Transport Team
Concessionary Fares
Bus Subsidies
Publicity
Other Passenger Transport Projects
Highway Improvement Design & Project
Management
Sustainability funding for Highways
Improvements Works
Sports Ground and Play area maintenance

336,947
2,140,293
0
11,596,203

Total Expenditure

(0)

134,615
880,000
42,560
0
987,974
326,015
594,743
0
0
0

1
1
1
2
2
4di
4di
4di
4di
4di

0

4dii

0

4dii

0

4divc

2,965,907

Anticipated reserve closing balance 31/3/2021

(0)

Future commitments to the reserve
0
(0)

Capital Programme
Uncommitted balance in reserve

0
(0)

Reference to 1984 Road Traffic Act Section 55
Section
1

on street parking provision

2

off street parking provision

4b

meeting the cost of provision and maintenance of off street parking provision

4di

meeting the costs incurred in the provision or operation of facilities for public passenger transport services

4dii

the purposes of a road or highway improvement in the local authority's area

4divb the purposes of environmental improvement in the local authority's area improving or maintaining the appearance or amenity of –
(i) a road or land in the vicinity of a road
(ii) improving or maintaining the appearance or amenity of open land or water to which the general public have access
4divc the provision of outdoor recreational facilities available to the general public without charge
Note: The 20/21 surplus allocation will be reviewed at the year end as a result of the significant reduction in income due to COVID-19 compared to that planned when the budget was set.
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ANNEX K
Housing Revenue Account – 2020/21 and 2021/22 Budgets

HRA Budgets

Dwelling Rents
Non-Dwelling Rents
Leaseholders' Service Charges
Fees & Charges
Interest Receivable
Total Income
Repairs & Maintenance
General Management
Special Services
Rents, Rates, Taxes & Other Charges
Depreciation and Impairment
Bad Debts Provision
Capital Transfers
Interest and Repayment of Capital Debt
Total Expenditure
Total Housing Revenue Account

Approved
2020/21 *
Budget
£m
(53.033)
(0.319)
(0.800)
(1.406)
(0.625)
(56.183)
10.834
9.543
3.225
0.043
13.800
0.614
9.853
8.272
56.183
(0.000)

Forecast
2020/21
Outturn
£m
(53.229)
(0.301)
(1.048)
(1.374)
(0.625)
(56.578)
10.655
11.678
2.840
0.059
13.800
1.471
7.803
8.272
56.578
-

Forecast
2020/21
Variance
£m
(0.196)
0.017
(0.248)
0.032
(0.395)
(0.180)
2.135
(0.384)
0.016
0.858
(2.049)
0.395
0.000

Proposed
2021/22
Budget
£m
(53.925)
(0.319)
(0.800)
(1.406)
(0.069)
(56.519)
11.029
12.893
3.474
0.043
13.800
0.614
3.917
10.749
56.519
(0.000)

*2020/21 budget includes temporary budget virements relating to part year effect of salary adjustments
(increments) etc.

HRA Balances

Balance Brought Forward
Surplus/Deficit for the year
Transfers from earmarked reserves
Balance Carried Forward

Forecast
2020/21
Outturn
£m
(7.259)
0
0
(7.259)

Proposed
2021/22
Budget
£m
(7.259)
0
0
(7.259)
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(53.033)
(0.319)
(0.800)
(1.406)
(0.625)
(56.183)
10.834
9.543
3.225
0.043
13.800
0.614
9.853
8.272
56.183
0

(53.925)
(0.319)
(0.800)
(1.406)
(0.069)
(56.519)
11.029
12.893
3.474
0.043
13.800
0.614
3.917
10.749
56.519
0

Proposed
2021/22
Budget
£m
(55.933)
(0.319)
(0.800)
(1.406)
(0.053)
(58.511)
11.330
10.419
3.475
0.043
13.800
0.614
8.053
10.778
58.511
0

Proposed
2022/23
Budget
£m
(57.579)
(0.319)
(0.800)
(1.406)
(0.038)
(60.142)
11.642
10.529
3.553
0.043
13.800
0.614
9.596
10.365
60.142
0

Proposed
2023/24
Budget
£m

* 2020/21 budget excludes temporary budget virements relating to part-year effect of salary increment adjustments and other on-off adjustments

Dwelling Rents
Non-Dwelling Rents
Leaseholders' Service Charges
Fees & Charges
Interest Receivable
Total Income
Repairs & Maintenance
General Management
Special Services
Rents, Rates, Taxes & Other Charges
Depreciation and Impairment
Bad Debts Provision
Capital Transfers
Interest and Repayment of Capital Debt
Total Expenditure
Total Housing Revenue Account

HRA Budgets

Approved
2020/21 *
Budget
£m

Housing Revenue Account Budget & Medium Term Forecast

(59.156)
(0.319)
(0.800)
(1.406)
(0.053)
(61.735)
12.005
10.643
3.575
0.043
13.800
0.614
11.184
9.871
61.735
0

Proposed
2024/25
Budget
£m

ANNEX M

ANNEX M
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ANNEX N
2021/22 HRA Budget Risk Matrix
5
Impact

4
3

H3
H6

H2

2

H4, H9

H1, H5

1

H7

H8

2

3

1

H10

4

5

Likelihood

No. Risk Title/Description

H1

H2

H3

Reduction in rental income due
to the roll-out of Universal Credit
and changes in the Welfare
Reform and Work Act, reducing
the ability of the HRA to finance
investment in the housing stock

Control

The HRA medium term financial plan
includes provision for increases in
arrears and bad debts to allow for
potential loss of income as a result of
Welfare Reforms. The impact of
changes will be closely monitored and
the impact on the forecast budget will
be considered before any long-term
investment decisions are made.
The total impact of overspends Capital projects are managed through
on capital projects would need to the Council’s MK Approach, allowing
be met by the HRA in a single
potential overspends to be identified
financial year. In light of the
and mitigated individually as they
potential major development
arise. Provision has been made within
work planned in the HRA for the the calculation of the Minimum
medium term through the
Revenue Balance to enable any inregeneration programme, this is year impacts to be covered.
a significant risk.
The current housing stock needs Funding for a 5-year Planned
significant investment, both in
Maintenance programme has been
Planned Maintenance and
included in the HRA Business Plan.
through a programme of
Work is continuing on development of
regeneration. Both of these will the regeneration programme, for which
require significant investment
specific proposals for each priority
and may involve innovative
area will be costed and financially riskdelivery models to leverage
assessed before being submitted for
external financial resources.
residents’ approval through ballots.

Residual
Risk
Level
6

6

12
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No. Risk Title/Description

H4

Insurable events in excess of
Insurance Fund provision

H5

H6

In-year legislative pressures,
which may be heightened as a
result of the December 2019
election (e.g., by the enactment
of a Higher Value Void Levy).
Civil emergency/disaster

H7

Abnormal weather conditions

H8

Claims for Disrepair costs may
further increase, as claims
agents may continue to expand
their solicitation of claims by
tenants..

H9

If additional external HRA
borrowing is required to finance
planned new build and
regeneration, interest rates in
the future may exceed costed
rates and adversely impact the
financial viability of schemes.
H10 The pace and costs of works
and service delivery may
continue to be adversely
affected by COVID-19

Control

Provision has been made within the
calculation of the Minimum Revenue
Balance to enable any in-year impacts
to be covered.
Provision has been made within the
calculation of the Minimum Revenue
Balance to enable immediate in-year
impacts to be covered.
Provision has been made within the
calculation of the Minimum Revenue
Balance to enable in-year impacts to
be covered.
Provision has been made within the
calculation of the Minimum Revenue
Balance to enable in-year impacts to
be covered.
Provision has been made in the draft
budget for a number of claims, and
staff and processes put in place to
enable effective responses. Planned
capital and revenue expenditure may
need to be amended to reduce the
incidence and/or value of claims
Financial viability will be sensitivitychecked to assess exposure to
interest rate fluctuations, borrowing will
be subject to the Prudential Code
regime and sound Treasury
Management practices will be followed
to minimise risk
Provision has been made within the
calculation of the Minimum Revenue
Balance to enable in-year impacts to
be covered.

Residual
Risk
Level
4

6

3

2

3

4

8
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Total HRA Minimum Revenue Balance

Risk Summary

Total Housing Operational

Provisional Housing Capital Programme

Dwelling Rents
Non-Dwelling Rents
Leaseholders' Service Charges
Fees & Charges
Interest Receivable
Total Income
Repairs & Maintenance
General Management
Special Services
Rent, Rates, & Other Charges
Depreciation and Impairment
Bad & Doubtful Debts
Capital Transfers
Interest & repayment of capital debt
Total Expenditure
Total HRA Turnover

HRA Budget 2018/19 to 2022/23

159,716

46,678

53,925
319
800
1,406
69
56,519
11,029
12,893
3,474
43
13,800
614
3,917
10,749
56,519
113,038

2021/22
Budget
£000s

Operational risks as above
Insurable events in excess of Insurance Fund provision
In-year legislative pressures
Civil emergency/disaster
Abnormal weather conditions

Unforeseen cost increases

Increases on responsive/void costs
Increases in employee costs
Increases in employee/utility costs
Increases in property costs
Increases/decreases in asset values
Decrease in collection rates
No risk attached
Increase in interest rates/borrowing

Decrease in rents chargeable
Decrease in rents chargeable
Decrease in costs chargeable
Decrease in costs chargeable
Decrease in interest rates/balances

Comment on risk provision

2021/22 HRA Prudent Minimum Balance

6%

10%

Impact
2%
1%
10%
10%
1%
2%
10%
5%
5%
5%
5%
20%
0%
5%
6%
4%

20%

20%

L'hood
20%
30%
20%
20%
20%
20%
25%
20%
20%
20%
20%
20%
0%
20%
20%
20%

Low Level

12%

20%

Impact
4%
3%
20%
20%
3%
5%
20%
10%
10%
10%
10%
30%
0%
10%
11%
8%

12%

10%

L'hood
15%
20%
10%
10%
10%
15%
20%
10%
10%
10%
10%
10%
0%
10%
11%
13%

Medium Level

18%

30%

Impact
6%
5%
30%
30%
5%
7%
30%
15%
15%
15%
20%
40%
0%
15%
18%
13%

7%

5%

L'hood
10%
10%
5%
5%
5%
10%
10%
5%
5%
5%
5%
5%
0%
5%
6%
8%

High Level

6,179

2,179
1,000
1,000
1,000
1,000

2,179

934

324
2
16
28
0
370
441
129
35
0
138
25
0
107
875
1,245

Provision
£000s

ANNEX O

CAPITAL STRATEGY 2021/22
1.

INTRODUCTION

1.1.

The capital strategy was first introduced for 2019/20. It gives a high-level
overview of how capital expenditure, capital financing and treasury
management activity contribute to the provision of local public services, along
with an overview of how associated risk is managed and the implications for
future financial sustainability.

1.2.

The aim of the report is to demonstrate how Milton Keynes Council (MKC)
takes capital expenditure and investment decisions in line with service
objectives and properly takes account of stewardship, value for money,
prudence, sustainability and affordability.

1.3.

The purpose of the capital strategy is to explain how Milton Keynes (MK)
determines it’s priorities for capital investment, decides how much it can
afford to borrow and sets its risk appetite. The capital strategy sets out the
long term context in which capital expenditure and investment decisions are
made.

2.

MILTON KEYNES CAPITAL INVESTMENT CONTEXT

2.1.

The capital programme for Milton Keynes Council is developed in the context
of an expanding city, balancing the need for both investment in new
infrastructure and enhancement of existing assets.

2.2.

Infrastructure before Expansion is a principle which has been critical to the
success of Milton Keynes, ensuring as far as possible that existing
communities are not adversely impacted by the continued growth of the city.

2.3.

Government policy recognises Milton Keynes as an area of high housing
demand. Centrally located, in the Oxford to Cambridge Arc, Milton Keynes
has consistently been one of the fastest growing cities in the country, both in
terms of population and economic growth. MK is the third most productive UK
city outside of London.

2.4.

The MK Futures 2050 Commission was set up in September 2015 as a way
of thinking about the future of the city, helping to create a long term vision for
the way MK should grow and prosper over the coming decades. The 2050
Commission Report “Making a Great City Greater” set out a long term vision
for the Borough to 2050 and identified Six Big Projects which the Council has
taken forward through the MK Futures 2050 programme. These projects
include the work to create a new tech-focussed undergraduate university in
the city centre, in partnership with Cranfield University, and the development
of innovative mobility solutions for the city.

2.5.

A particular focus has been given to the development of a Strategy for 2050
to set out a long-term vision for the future of Milton Keynes. This nonstatutory document provides a framework of policies which will inform future
iterations of the Local Plan and other strategies and policy documents and
includes policies to support the delivery of the other MK Futures 2050
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projects, helping to identify and strengthen the links between them. The
Strategy for 2050 proposes the growth of MK to a population of around
410,000 people by 2050, with the construction of 30,000 – 35,000 new
homes in addition to the 25,000 homes already committed through existing
plans. It also proposes 50,000 – 90,000 new jobs across the city and the
delivery of a mass rapid transit network to provide mobility for all.
2.6.

Good progress has been made since the Commission’s recommendations,
including the adoption of the Strategy for 2050 as an annex to the Council
Plan (at Full Council on 20 January 2021), and a new MK Futures
Programme is now being prepared to plan for the next three years of delivery,
to be agreed by Cabinet by June 2021.

2.7.

The Strategy is coordinated with the development of the review of Plan:MK.

2.8.

Plan:MK is the Local Plan for Milton Keynes, setting out a development
strategy for Milton Keynes and will deliver a minimum of 26,500 new
dwellings up to 2031. The plan which has a range of detailed policies to guide
development over this period, was adopted in March 2019. This includes
policies relating to the delivery of necessary infrastructure to support the level
of planned growth.

2.9.

A review of Plan:MK is being undertaken and will direct the spatial growth of
Milton Keynes up to 2040. This will take account of the council’s growth
proposals, as outlined in the Strategy for 2050, alongside progress on the
delivery of the Government’s wider Cambridge – Milton Keynes – Oxford
Corridor growth corridor.

2.10.

As part of Plan:MK an Infrastructure Delivery Plan (IDP) was compiled for
the delivery of infrastructure to support the continued expansion of
development within the Borough.

2.11.

The aim of the IDP was to:
•

Identify what infrastructure is needed to sustainably support future
strategic growth within the Borough of Milton Keynes.

•

Explain the approach the Council has taken to identifying this
infrastructure that will serve both employment and housing growth,
how it will be delivered, and where possible highlight potential risks
associated with doing such development.

•

Seek to support and inform the Council’s policies including those in
the new Plan:MK.

2.12.

Included within the IDP, infrastructure requirements are categorised under
Schools, Highways, Health, Leisure & Community, and Landscape and Open
Space; together with estimated costs, potential funding sources and delivery
dates through to 2030. Responsibility for the delivery of the infrastructure
covers both MKC and developers. The IDP is a strategic picture of the
infrastructure requirements; therefore, as growth options are refined the IDP
will be updated to extend the understanding of infrastructure needs beyond
2031 towards 2050.

2.13.

Milton Keynes has developed a Mobility Strategy which is a long term
transport strategy for the Borough. This strategy outlines the council’s
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approach for the design and use of the city’s local transport system and how
it connects with the wider strategic transport system of motorways, trunk
roads, and railways, setting out an implementation plan that is intended to
ensure Milton Keynes’ transport system is improved to support growth,
access to jobs and the quality of life for local communities defined in the
council plan. This strategy, together with the Transport Infrastructure
Delivery Plan and IDP, will inform future capital decisions for investment in
transport infrastructure.
2.14.

The Council Plan was updated in June 2020 to reflect new priorities
emerging due to the impact of COVID-19.
Included within the priorities are:
•
support for COVID-19 recovery to ensure services react quickly to
changing circumstances;
•
support for business and economic recovery from the impact of COVID19 whilst we continue to plan for the long term by seeking consensus for
PlanMK:2 and the 2050 Strategy and encouraging inward investment in
new green industry;
•
Action on climate change and sustainability;
•
Investment in ‘getting the basics right’ including waste collection,
highways maintenance and tackling homelessness.
Within the priorities are commitments for investment in infrastructure which
include:
•
Support for the delivery of a fully electrified East West Rail and
continue to promote better connectivity and infrastructure across the
Oxford-MK-Cambridge Arc
•
Continue to support the development of a mass rapid transport
system
•
Deliver better waste and landscape services
•
Continue to ensure high level of pothole repairs and road
maintenance
•
Build an eco-village of Council and genuinely affordable homes
using land at Tickford Fields
•
Progress regeneration on the Lakes Estate and Fullers Slade
•
And commitments for a brighter future in Bletchley including
supporting a bid for £25m town improvement funding.

2.15.

The Council is seeking to deliver the objectives of PlanMK both by work with
developers and through the development of its existing land assets.

2.16.

The Land East of the M1, identified as MK East, is a strategic development
site formally allocated in Plan MK, contingent on identifying and securing
infrastructure funding. In March 2019, the Council applied to the
government’s Housing Infrastructure Fund (HIF) for £94.6 million of forward
funding grant support, to pay for the delivery of essential upfront
infrastructure (highways, a new road bridge across the M1, a primary school
and community health hub) to unlock the delivery of 5000 homes on this land,
including 1550 affordable homes.
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2.17.

In July 2020 a decision was taken to accept this grant funding and to develop
a ‘Tariff 2” mechanism for MK East site, in line with the requirement of the
Milton Keynes East Development Framework SPD previously adopted by the
Council, to ensure HIF grant monies and all other infrastructure contributions
due from developers are recovered from the Development and reinvested in
Milton Keynes.

2.18.

Tickford Fields Farm is a c.45 ha development site in Newport Pagnell. The
site is allocated in the Newport Pagnell Neighbourhood Plan for Residential
development and is in the freehold ownership of the Council. Planning
permission was recently (Sept. 20) granted in outline for up to 930 dwellings
along with associated uses (local centre, school, health & wellbeing centre
etc.). In anticipation of the implementation phase, the Council is currently
seeking a development partner to deliver its vision for the site – a sustainable
and mixed community comprising both affordable and housing, with
placemaking and sustainability as key considerations.

2.19.

In October 2011 Cabinet approved terms for a sales agreement to be entered
into with Redlawn/Gallaghers (R/G) to enable the disposal of sites for
development to deliver housing in the Western Expansion Area. The intention
was to share the infrastructure costs and land sale receipts, in line with the
respective ownership percentages, with the entire process to be managed by
R/G. This agreement was signed in March 2019 and a disposal strategy for
the land has been developed. Infrastructure works, and disposal of the land
parcels have commenced; with MKC anticipating a share of capital receipts
from 2022 onwards.

2.20.

In response to increased development and the corresponding growing
population, the demand for new school places is constantly managed.
Between 2016/17 and the end of the 2019/20 academic year the mainstream
primary cohort grew by 2.3%, (601 children) predominately as a result of new
housing developments in the growth areas of MK. During the same period of
time the secondary cohort grew by 9.4% (1410 children) as a result of a
previous demographic increase within the established communities as well as
some additional demand from new housing. As a result of this, Milton
Keynes Council had one of the largest school place expansion programmes
in the country. Since 2016 we have added 19 Forms of Entry (FE) into the
primary sector at Year R, 4FE at Year 3 (junior) and 25 FE into the secondary
sector where additional demand has been identified.

2.21.

Current indications are that a further 6000 school places will be required
largely within the new development areas by 2026. This is likely to require a
further 5 new primary schools and 1 secondary school (being delivered as an
all through school), There may also be a requirement for additional expansion
projects to be delivered to mitigate any area specific shortfalls that might be
experienced over the coming years. However, no expansion projects have
been identified as being required at this moment in time.

2.22.

Other than responding to growth, Housing is a key area for Council capital
investment. The Council Plan seeks to deliver more affordable housing,
council housing and accessible properties, with commitments to build 1200
more new Council homes by 2030, investigating establishing a disruptive
council-owned housing company to deliver 2,000 new truly affordable homes
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by 2023 and to deliver the refurbishment programme to an efficient high
standard. MKDP (Milton Keynes Development Partnership) is exploring the
creation of a Local Housing Company (LHC) and the development of a full
business case for this, as agreed by Cabinet in March 2020.
2.23.

Milton Keynes Council owns around 11,500 properties spread over 70
locations, with approximately 25% situated in “priority” areas. Many of the
properties in these areas are of non- traditional construction and in need of
substantial investment. This investment in housing stock sits within the
Housing Revenue Account (HRA). A five year £165m Capital Investment
Programme began on the 1 April 2019 this will address the lack of decency
by prioritising components such as kitchens, bathrooms, roofs, windows,
rewiring and heating systems, as well as fire safety improvements and
investment in communal areas.

2.24.

The Housing Revenue Account (HRA) Business Plan is Milton Keynes
Council’s strategic plan for managing and maintaining its housing stock. The
business plan was originally approved in January 2019 and set out how we
intended to achieve our ambitions to maintain and improve our existing
housing stock, regenerate local estates, build new council homes and
improve the service we deliver to tenants. In September 2020, the business
plan for the period 2020/21 to 2049/50 was reviewed and refreshed, taking
account of our revised housing and regeneration ambitions and the changes
to the financial environment, notably the abolition of the cap on HRA
borrowing and this draft became the basis for a full consultation with tenants.
The final business plan will be taken to Cabinet in February 2021 alongside
this report.

2.25.

The HRA business plan model is the 30-year rolling financial forecast of our
statutory maintenance programme and our approved capital programme and
has also been reviewed and refreshed this year and reported to Cabinet
along with the refresh of the strategic business plan. The business plan
financial model captures the financial position of the HRA for 30 years and
has been subject to an independent external review to ensure our
assumptions are robust. Any surplus in the HRA together with the borrowing
capacity identified represents the amount that the council can invest in its key
priorities over the next 30 years (further details are available in the Treasury
Management Strategy). There are a significant number of variables that can
impact the availability of resources in the business plan; including inflation
assumptions, risk of Brexit on cost estimates, borrowing costs, etc. and as a
result it will be critical to review the business plan annually to closely monitor
the impact of any changes on the availability of resources.

2.26.

The 2021/22 Capital Programme will include budgets to support the
continuing delivery of new council housing, planned maintenance of the
housing stock, and housing regeneration. As housing schemes are
developed and the pipeline prioritised, new capital budgets will be brought
forward during the year (subject to their individual assessment of VFM and
their individual impact on the business plan tested).

3.

CAPITAL EXPENDITURE DEFINITION & ACCOUNTING POLICY
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3.1.

Capital expenditure is where the Council spends money on assets, such as
property or vehicles that will be used for more than one year. This includes
spending on assets owned by other bodies, and loans and grants to other
bodies enabling them to buy assets. The Council has some limited discretion
on what counts as capital expenditure, for example assets costing below
£20,000 are not capitalised and are charged to revenue in year.
➢ For details of the Council’s policy on capitalisation, see: 2019/20 Statement

of Accounts, Page 44
3.2.

For 2021/22 the de minimis level for capitalisation is £20,000 unless
specifically agreed differently by the Director Finance & Resources.

4.

CORPORATE GOVERNANCE OF PROJECTS

4.1.

The capital programme is set on an annual basis and includes a review of
existing projects which have not yet commenced, new submissions, available
capital resources and any new funding streams. Quarterly revisions to the
capital programme are approved by Cabinet, with any intervening emergency
decisions or significant new schemes being approved as required through
Delegated Decision.

4.2.

Decisions and monitoring of the capital programme is through a series of
project, and programme boards, with strategic overview through the
Corporate Portfolio Board.

4.3.

The governance structure consists of a three tier hierarchy with devolved
responsibility to the Programme Boards in terms of recommending projects
for prioritisation and allocation of capital resources.

4.4.

A Corporate Portfolio Board provides oversight of corporate projects and
programmes, and in particular:
•

Receives assurance from Programme Boards

•

Provides an escalation route when requesting Cabinet decisions

•

Recommends budget allocation and release of Capital project
budgets, and

•

Provides strategic oversight, alignment & challenge

5.

PROJECT MANAGEMENT METHODOLOGY

5.1.

Capital Projects are managed in the Council using the MK Approach
methodology. This is a user friendly best practice guide to managing projects
at the Council. It focuses on the essential elements needed within the
organisation and is a minimum standard for all projects. It is a scalable
approach: smaller projects can use the framework, while more complex
projects can use it as a foundation in conjunction with their specific needs.
The guide has been developed internally in consultation with existing project
managers and support service teams to make the approach as relevant as
possible for the organisation.
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5.2.

Project documentation has been developed in conjunction with the MK
Approach, including project mandate, outline business case, and project
initiation forms (known as the START business case), together with specific
documents and templates for use throughout the project lifecycle.

6.

SUBMISSIONS TO THE CAPITAL PROGRAMME

6.1.

Services are asked annually to review the following years capital programme.
Schemes are split into two categories, those which relate to specific funding
blocks, e.g. Highways Maintenance, Integrated Transport, Schools Basic
Need and Asset Management, HRA, and those of a more ad hoc nature
where funding is from non-ring fenced sources.

6.2.

Programmes of work are developed for the specific funding block schemes,
and project documentation reviewed by the Programme Boards.

6.3.

For all other schemes, business cases and project documentation are
prepared. The proposals are reviewed and challenged by Programme
Boards to ensure schemes meet with service priorities. Schemes are scored
using a prioritisation matrix and this is used to inform decision making in
ranking schemes in priority order, with a particular focus on those supporting
future housing delivery.

6.4.

The Corporate Portfolio Board appraises all bids based on a comparison of
service priorities and strategic alignment prior to prioritisation by Cabinet for
inclusion within the capital programme. The final capital programme is then
approved by Cabinet and Council in February each year.
➢ For full details of the Council’s capital programme, see: Annex I Council
Budget 2021/22 and Annex X Medium Term Financial Plan 2021/22 to
2024/25.

6.5.

A number of schemes are identified at the end of the capital programme as
pipeline projects. These are schemes where a need has been identified, but
the project has not currently been fully developed for inclusion within the
capital programme at the current time. Many of these schemes are identified
within the local investment plan, and whilst some of these may already have
specific ring fenced funding attached others are not currently funded. As
schemes are developed further, and funding identified, they will be presented
for inclusion within the programme.

7.

MONITORING OF THE PROGRAMME

7.1.

Once approved in the capital programme projects are required to be
‘Categorised’ according to risk factors which facilitate the organisation to
have oversight and sponsorship at the most appropriate management level.

7.2.

These are categorised as follows:
•

Category 1 – High Risk

•

Category 2 – Medium Risk

•

Category 3 – Low Risk
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7.3.

Risk assessment can be subjective, and depend on the particular project.

7.4.

Individual projects and programme boards are responsible for receiving
regular (highlight) reports from project managers and summarising them for
inclusion in the Quarterly Corporate Project Dashboard. In addition for
Category 1 projects, the relevant Programme board is provided with copies of
the highlight report along with the summary position for the Corporate Project
Dashboard.

7.5.

The capital programme is monitored on a monthly basis by project managers
and programme boards, with monthly reporting to the Corporate Leadership
Team and quarterly reporting to Cabinet.

7.6.

Reporting against the approved capital programme includes forecasts for
both in year expenditure and that over the life of the project, together with
commentary about progress of the project and any significant issues.

8.

CAPITAL EXPENDITURE

8.1.

In 2021/22, the Council is planning capital expenditure of £107.865m as
summarised below:

Table 1: Prudential Indicator: Estimates of Capital Expenditure
2019/20
actual

2020/21
budget

2021/22
budget

2022/23
budget

2023/24
budget

£m

£m

£m

£m

£m

General Fund
services

71.980

79.974

61.187

80.870

42.382

Council housing
(HRA)

36.366

78.246

46.678

39.380

37.448

0.000

0.000

0.000

0.000

0.000

108.346

158.220

107.865

120.250

79.830

Investment activity
classed as Capital
TOTAL

8.2.

The main General Fund capital projects include completion of the
construction of two new secondary schools £33m, a new primary school
£10m, investment in highway network improvements £45m, HIF grant
projects of £79m for highways and £15m for social infrastructure, together
with investment in broadband, ICT and leisure.

8.3.

The Housing Revenue Account (HRA) is a ring-fenced account which
ensures that council housing does not subsidise, or is itself subsidised, by
other local services. HRA capital expenditure is therefore recorded
separately, and includes investment in new homes, and environmental
improvements alongside planned maintenance £123m.

8.4.

Changes in accounting standards for 2021/22 statement of accounts will
require amendments to capital expenditure to reflect changes in accounting
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for leasing. The impact of this is currently being assessed and expenditure
will be updated during 2021/22.
9.

ASSET MANAGEMENT

9.1.

The Corporate Property Strategy 2019-2024, which was adopted in February
2020, set out a process of Asset Challenge with the service areas to identify
their property needs for future service delivery. Through this process, the aim
was to reduce running costs, reduce maintenance liabilities, and to focus
investment on the right properties in the right locations to deliver good quality
services.

9.2.

There are three key outputs from the CPS:
•

An Asset Management Plan which sets out the rationale for
retaining, developing, or disposing of assets based on strategic and
service delivery need identified in conjunction with the service areas.

•

A Building Maintenance Plan which sets out the backlog
maintenance and investment required to ensure that the Council is
providing good condition assets in the right location to meet service
delivery needs.

•

A suite of policy documents setting out how the Council will manage
property assets.

9.3.

In March 2020, the implications of the Covid-19 pandemic became apparent.
Overnight, our working environment and practices changed and there was an
obvious knock-on effect for our property assets. Across the property sector,
numerous organisations are looking to downsize their property portfolio to
reduce revenue and capital pressures. For many organisations, there has
been a shift from office-based activities to working in a virtual environment.

9.4.

Prior to the pandemic, the work to develop the Corporate Property Strategy
identified that the spend on buildings was unsustainable in the long-term,
given the increasing age of the properties and the ballooning maintenance
obligations. An accelerated Asset Rationalisation Programme has therefore
been developed in response to the opportunity the Covid-19 outbreak.

9.5.

The Asset Rationalisation Programme is split into three phases:

9.6.

•

Accommodation Plan (a programme of team moves, building operations
and building closures)

•

Co-location (highlighting opportunities for co-location of services)

•

Development (opportunities for development of sites as they become
vacant)

The Council’s revenue spend on its corporate estate of circa 164 assets was
£5,769,700 in 2019/20 with a similar amount due to be spent on the portfolio
in 2020/21. There is backlog maintenance of £3.8m of works identified
through condition surveys for the above properties. There is currently £2m in
the property reserve to fund backlog maintenance and this will be added to
as receipts from surplus properties are realised.
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9.7.

A savings target of £0.4m has been included in the revenue budget to reflect
anticipated savings from the asset rationalisation programme.

9.8.

The schools asset management programme is a targeted programme of
works based on survey information. This includes works to windows and
doors, roofs, heating and fire alarm systems. Current expenditure is
approximately £2m a year.

9.9.

The Highways asset management strategy was approved by Cabinet in
March 2018. This sets out the Councils plans for the maintenance and
operation of the streets of Milton Keynes over the coming years, recognising
their vital role ensuring the vitality of our communities and the success of our
local and regional economy. The strategic approach to investment in the
road network, takes into account maintainability and whole-lifecycle cost.

9.10.

In 2011 it was estimated that there was a backlog in maintenance of £8m for
highways, £48m for streetlights, and £31m for bridges. In response to this in
2012, the Council agreed to use prudential borrowing for increased planned
maintenance on the basis that increased short-term investment would reduce
the maintenance backlog and allow the Council to bring the network to a
steady state condition, thereby saving money in the long-term. This
investment has enabled the Council to carry out more preventative
maintenance and to start to move towards a more sustainable asset
management approach. To date a total of £50.9m has been spent on this
programme with a further £2.4m approved in 2020/21. A further £13.6m is
planned over the next 5 years.

9.11.

The HRA Business Plan financial model, which is a forecast of income and
approved capital and revenue expenditure over a 30-year period, is currently
showing an overall surplus of £114m. This surplus will be applied to meet the
future costs of housing regeneration and estate renewal, providing new
council housing, and any further improvements in the management and
maintenance of the housing stock, in line with Council Plan objectives and
Cabinet decisions.

9.12.

The business plan financial model includes allowances for addressing the
following:

9.13.

•

There was a backlog of repairs which will be largely eliminated
during the 5-Year Planned Maintenance Programme.

•

23% of the Council’s housing stock is classed as non-decent. The
latest English House Survey states that in 2017, 13% of social
rented homes (516,000) failed to meet the Decent Homes Standard.

•

The current investment programme allows some improvement in the
condition of the public realm on council estates, initial costs of
regeneration work along with increased investment in council homes
themselves as well as 289 new build and property acquisitions.

For 2021/22 the capital programme includes the third year of the five year
programme of investment in the HRA stock, alongside provision for the
construction of new council housing. As housing schemes are developed and
the pipeline prioritised, new capital budgets will be brought forward during the
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year (subject to their individual assessment of VFM and their individual
impact on the business plan tested).
9.14.

In October 2018 the Government announced that it was scrapping the
restrictive HRA debt cap. Whilst its removal gives rise to the possibility of
significant additional borrowing by the HRA to support housing regeneration
and new housing stock build programmes, and although currently
accompanied by low market interest rates, it is not a panacea for
unconstrained borrowing. The revenue financing costs of servicing new debt
need to be sustainable over the long-term and the schemes delivered able to
clearly demonstrate value for money.

9.15.

Since the 2012 housing self-financing reforms, the Council has applied a
single pool approach to debt costs; managing its overall debt as a single
portfolio and apportions costs to the HRA and GF at a consolidated rate in
proportion to the Capital Financing Requirements (CFR) of each.

9.16.

So far, the Council’s capital spending plans funded by borrowing for both the
HRA and GF have remained broadly similar which largely offsets the impact
on debt costs to each other. But with no statutory upper limit to HRA
borrowing capacity other than affordability, and with ambitious regeneration
and new build aspirations, capital spending plans funded by borrowing
between the HRA and GF will significantly diverge.

9.17.

In response, in September 2020 Cabinet received, as part of a report on
refreshing the HRA business plan and capital investment, proposals on the
HRA Future Financial Framework which included a recommendation to
change from a single aggregate debt pool to two separate pools from
2020/21 onwards and this was agreed. This approach creates a clear and
immediate distinction between HRA and GF debt and its associated servicing
costs and allows the HRA to pursue a debt strategy appropriate to delivering
the HRA Business Plan.

10.

CAPITAL FINANCING

10.1.

All capital expenditure must be financed, either from external sources
(government grants and other contributions), the Council’s own resources
(revenue, reserves and capital receipts) or debt (borrowing and leasing). The
planned financing of the above expenditure is as follows:

Table 2: Financing of the Capital Programme
2019/20
actual

2020/21
forecast

2021/22
budget

2022/23
budget

2023/24
budget

£m

£m

£m

£m

£m

External sources

41.339

66.711

54.947

78.332

41.688

Own resources

44.589

50.672

45.885

41.038

37.448

Debt

22.418

40.836

7.033

0.880

0.694

108.346

158.220

107.865

120.250

79.830

TOTAL
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11.

FUNDING SOURCES

11.1.

The capital programme is funded from various sources including Single
Capital Pot Grant and other specific Government grants, capital receipts,
revenue contributions and prudential borrowing. The scale of development
within Milton Keynes means that the Council receives considerable sums of
developer contributions which are also used in the financing the capital
programme.
•

Tariff: In December 2005 the government approved the Tariff
approach to funding the infrastructure needed for the next phase of
growth in Milton Keynes. The approval allowed English
Partnerships, the government’s regeneration agency, to act as
banker by providing the advanced funding needed to ensure that the
essential physical and social infrastructure required for the Eastern
and Western Expansion Areas was in place at the right time. The
management of the tariff was transferred to Milton Keynes Council in
2013 and as the operator of the Tariff; the Council is also
responsible for controlling expenditure across the whole Tariff
mechanism. Through the Tariff mechanism, the Council will collect
over £310m in developer contributions over its lifetime, which will be
re-invested in a Programme of strategic and local infrastructure
covering a total of 18 ‘portfolios’, 11 of which are delivered through
the Council and are included with the Council’s capital programme
as schemes are brought forward.

•

S106 Developer Contributions: In addition to Tariff funding the
council also receives funds from Developers under S106
agreements. S106 funding is agreed with developers on individual
site by site basis and sums are provided to mitigate the harm caused
by the development. This funding can only be used for the original
intended purpose.

11.2.

Prudential Borrowing: The Council over time has built into its revenue base
budgets the funding to support prudential borrowing for investment in
highways and waste infrastructure. The Prudential Code allows local
authorities to undertake unsupported borrowing so they can deliver projects
such as spend to save schemes or take decisions to direct resources from
revenue to capital to enable service enhancements. However, before using
unsupported borrowing, the Council must be satisfied that the additional
borrowing costs can be afforded within future years’ budgets.

12.

MINIMUM REVENUE PROVISION (MRP)
Capital expenditure incurred before 1st April 2008

12.1.

Regulations 27 and 28 of the Local Authorities (Capital Finance and
Accounting) (England) Regulations 2003 (SI 3146, as amended) require local
authorities to make a prudent amount of minimum revenue provision (MRP)
for the repayment of debt. This represents the minimum amount that must be
charged to the Councils revenue account each year of the cost of financing of
capital expenditure.
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12.2.

The regulations separately identify supported capital expenditure incurred
before 1st April 2008 (before the introduction of Prudential Regulations) from
self-financed borrowing incurred after this time. Up until 2014/15, the Council
charged MRP on this historic debt liability in line with Ministry of Housing,
Communities and Local Government (MHCLG) guidance Option 1. This
option provided for an approximate 4% reduction in the supported borrowing
need (Capital Financing Requirement (CFR)) each year on a reducing
balance basis. This reducing balance method means that historic debt liability
would never be fully repaid, and would take around 200 years to reduce to a
near-zero level. The statutory guidance states that the broad aim of a
‘prudent provision’ is to ensure that debt is repaid 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 support
grant, reasonably implicit in the determination of that grant.

12.3.

In 2015/16, the Council changed the MRP policy applied to pre-2008 debt
liability from a 4% reducing balance to a 2% straight line method. This
involved taking the net pre-2008 debt liability and fully providing for debt
repayment equally over a period of 50 years, a period broadly equal to the
Council’s depreciation policy for land and buildings. In addition, this reprofiling of MRP provides for a more stable debt financing charge for
budgeting and planning purposes, free from the annual fluctuation caused by
a reducing-balance method.

12.4.

The regulations allowed for the Council to recalculate MRP charges back to
1st April 2008 as if the 2% straight-line method had always been applied. Any
backlog overprovision of MRP resulting from this change of calculation basis
may be adjusted by reducing future annual MRP charges (in part or in full) in
a prudent manner, considering the wider impact upon the Council’s financial
position.
Capital expenditure incurred from 1st April 2008 onwards

12.5.

For capital expenditure incurred from 1st April 2008 onwards, MRP is
charged on a straight-line basis over a period linked to the estimated life of
the assets financed (this option must be applied for any expenditure
capitalised under a Capitalisation Direction), known as (MHCLG) Option 3.
This method provide for a reduction in the borrowing consummate with the
approximate asset’s life.

12.6.

The MRP calculation also provides for:
•

•

12.7.

the repayment of capitalisation directions issued by the Secretary of
State in respect of expenditure incurred at Local Government
Reorganisation; and
an adjustment in respect of commuted payments made to or for the
benefit of the council in 1992-1993.

There is no statutory requirement to charge MRP on HRA debt liability. But in
not doing so, no prudent provision is made for its eventual repayment.
Charging MRP ensures that lifecycle provision is made for the replacement of
assets by cleared the debts used to fund them.
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12.8.

Authorities are free to make Voluntary Additional Payments (VAP), effectively
overpayments, to reduce debt liability quicker if they so wish. Voluntary
overpayment above the minimum requirements, or in the case of the HRA
where not statutorily required, can be clawed back in future years if deemed
necessary provided the council discloses the annual and cumulative value of
overpayments each year.

12.9.

For historic HRA debt liability, the Council will only charges voluntary MRP
where sufficient surpluses are identified within the HRA business plan to
support repayments.

12.10. For new HRA unsupported borrowing, straight line voluntary MRP will be
applied reflecting the consumption period of those assets as:
•

Land acquisitions; Nil, its value to the HRA is not expected to
diminish;

•

Regeneration schemes; 2% per annum / write down over 50 years;

•

New HRA house build schemes; 1% per annum / write down over
100 years;

•

Build of houses to be sold on open market; Nil, the debt liability
will be repaid from eventual sale proceeds;

•

HRA house open market acquisitions; on an estimated remaining
asset life basis set under delegated authority by the Section 151
officer.

12.11. This policy ensures a more commercial financial approach to HRA borrowing
plans by requiring cash provision to be set aside for eventual debt repayment
where appropriate, but also allows the HRA flexibility to use its surplus funds
to repay its debts or invest in further housing provision.
13.

ASSETS FOR FUTURE DEVELOPMENT

13.1.

Where assets are purchased for confirmed future development and it is
anticipated that future sale proceeds will offset the cost, in such cases MRP
will not be applied and the repayment of the debt liability will be funded from
the future capital receipts. This approach will be reviewed on an annual basis
to ensure that anticipated sales proceeds continue to offset the cost of debt.

14.

COMMERCIAL PROPERTY INVESTMENT

14.1.

For property assets purchased under the Commercial Property Investment
Strategy, the Council may apply a voluntary MRP charge (VRP) on a 10%
proportion of the assets value over a 15 year period to reflect a realistic level
of principal risk, on the basis that the assets will typically be held for a period
of between 10 to 20 years.

14.2.

This approach demonstrates regard to Government guidance on prudent
provision and, at the same time, ensure that the Council retains the flexibility
to reverse this voluntary set-aside provision at a future date should the assets
be sold or the value of the assets increase.
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15.

PROPERTY FUND FOR TEMPORARY ACCOMMODATION

15.1.

The Council has entered into an agreement to invest in the Real Lettings
Property Fund managed by Resonance UK (a Social Investment Company)
to provide up to 70 property units to address the urgent need for suitable
temporary accommodation in Milton Keynes. The council expects its
investment to be returned in full with surpluses accruing from capital growth
and so MRP is not applied. The values of the fund and the underlying assets
will be kept under review to ensure that the Council’s holdings continue to
offset the cost of debt.

16.

CAPITAL FINANCING REQUIREMENT

16.1.

The Prudential Code requires local authorities to calculate the Capital
Financing Requirement (CFR). The CFR represents the Council’s underlying
need to borrow for a capital purpose.

16.2.

The Council’s CFR increases with new debt-financed capital expenditure and
reduces with Minimum Revenue Provision (MRP) / loans fund repayments
and capital receipts used to replace debt. The Council’s CFR is expected to
increase by a net £32.849m during 2020/21. Based on the above capital
programme figures for expenditure and financing, the Council’s estimated
CFR is as follows:

Table 3: Prudential Indicator: Estimates of Capital Financing Requirement
2019/20
actual

2020/21
forecast

2021/22
budget

2022/23
budget

2023/24
budget

£m

£m

£m

£m

£m

General Fund (GF)
Services

447.492

444.182

441.525

434.624

426.096

Capital Investments

35.500

35.500

35.000

35.000

35.000

Council Housing
(HRA)

229.841

266.000

267.444

266.658

265.872

TOTAL CFR

712.833

745.682

743.969

736.282

726.968

(see Sections 19 &
20 below)

16.3.

The CFR for 2021/22 and subsequent years will require amending once the
impact of changes in the accounting for leases has been assessed (IFRS
16), which brings such financing liabilities on balance sheet and therefore into
the CFR calculations.

17.

ASSET DISPOSALS
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17.1.

When a capital asset is no longer needed, it may be sold so that the
proceeds, known as capital receipts, can be spent on new assets or to repay
debt. Repayments of capital grants, loans and investments also generate
capital receipts. The disposal of assets in MKC is reviewed by the Strategic
Property Board. This board aims to provide a formal ‘gateway’ approval
process and consider making formal recommendations to the Council for any
MKC property disposal, acquisition or significant change of use. The board
manages the strategic oversight, for the future of all property and land assets
within MKC’s property portfolio.

17.2.

The Council expects to receive £1.925m of capital receipts (excluding Right
to Buy) in the coming financial years (2021-4) as follows:
Table 4: Capital receipts
2019/20
actual

2020/21
forecast

2021/22
budget

2022/23
budget

2023/24
budget

£m

£m

£m

£m

£m

Asset sales GF

1.134

1.779

0.250

0.250

0.000

Asset sales HRA

3.083

12.101

0.985

0.220

0.220

Loans repaid

0.000

0.000

0.000

0.000

0.000

TOTAL

4.217

13.880

1.235

0.470

0.220

17.3.

The Council has various land holdings in the Western Expansion Area which
are currently being taken forward for development. It is expected these sales
will generate the Council significant capital receipts over the period from
2021/22 to 2026/27, although actual values and pace of delivery will be
dependent on market conditions. The structure of the proposed agreement
between Milton Keynes Council and the other land owners means that the
upfront financial liability for the infrastructure will fall on the developer, with
the Council receiving a net income stream. The first call on receipts is to
repay all infrastructure costs. This means the Council will only benefit as
receipts exceed the investment. For this reason no assumptions have been
made in the capital programme on the use of these receipts.

17.4.

Flexible Capital Receipts: From 2016, a new national directive has allowed
local authorities to use capital receipts to fund the revenue costs of transition.
This directive only applies to new capital receipts from 2016/17. Local
authorities cannot borrow to fund the costs of change. The plans for using
this new power need to be notified to the Department for Communities and
Local Government before the beginning of the financial year and individual
projects using this power need to be declared as part of the Budget process
and Medium Term Financial Strategy. At present new capital receipts are
being used to fund the demand for capital expenditure which arises from the
growth of Milton Keynes and the relatively high cost infrastructure which
needs to be maintained. There are currently no plans to use capital receipts
for transformation funding.

18.

TREASURY MANAGEMENT
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18.1.

Treasury management is concerned with keeping sufficient but not excessive
cash available to meet the Council’s spending needs, while managing the
risks involved. Surplus cash is invested until required, while a shortage of
cash will be met by borrowing, to avoid excessive credit balances or
overdrafts in the bank current account. The Council is typically cash rich in
the short-term as revenue income is received before it is spent, but cash poor
in the long-term as capital expenditure is incurred before being financed.

18.2.

At 1st April 2021 the Council expects to hold external borrowing in aggregate
of £458.4m; for the General Fund £232.5m at an average interest rate of
4.32% and for the HRA £225.9m at an average interest rate of 4.33%. During
2021/22 the Council expects to hold on average treasury investments of c.
£285.0m at an average interest rate of 0.57%.

18.3.

Borrowing strategy: The Council’s main objectives when borrowing are to
achieve a low but certain cost of finance while retaining flexibility should
plans change in future. These objectives are often conflicting, and the
Council therefore seeks to strike a balance between cheaper short-term
loans and more expensive long-term fixed rate loans where the future cost is
certain.

18.4.

Projected levels of the Council’s total outstanding debt (which comprises
borrowing and lease liabilities) are shown below, compared with the Capital
Financing Requirement (the CFR, as described above).
Table 5: Prudential Indicator: Gross Debt and the Capital Financing
Requirement
2019/20
actual

2020/21
forecast

2021/22
budget

2022/23
budget

2023/24
budget

£m

£m

£m

£m

£m

Debt

465.398

458.372

448.639

438.542

422.328

CFR (see Table 3)

712.833

745.682

743.969

736.282

726.968

18.5.

Statutory guidance states that debt should remain below the Capital
Financing Requirement, except in the short-term for cashflow management
purposes. As can be seen from Table 5 above, the Council expects to comply
with this in the medium term.

18.6.

Affordable borrowing limit: The Council is legally obliged to set an
affordable borrowing limit (also termed the authorised limit for external debt)
each year. A lower “operational boundary” is also set as a warning indicator
should debt approach the authorised limit. In line with statutory guidance,
these limits are set on aggregate and so are not separately stated for the
General Fund and Housing Revenue Account.
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Table 6: Prudential Indicators: Authorised Limit and Operational
Boundary for External Debt

Borrowing limit

2020/21
limit

2021/22
limit

2022/23
limit

2023/24
limit

£m

£m

£m

£m

760.0

845.0

935.0

970.0

10.0

10.0

10.0

10.0

Authorised limit – Total

770.0

855.0

945.0

980.0

Borrowing limit

730.0

815.0

905.0

940.0

10.0

10.0

10.0

10.0

740.0

825.0

915.0

950.0

Other long term liabilities limit

Other long term liabilities limit
Operational Boundary – Total
18.7.

The ‘Other long term liabilities’ limits of both the authorised limit and
operational boundary for 2021/22 and subsequent years may require
amendment once the impact of changes in the accounting for leases
(IFRS16) has been fully assessed.
➢ Further details on borrowing can be found in the Treasury Management
Strategy

18.8.

Treasury investment strategy: Treasury investments arise from receiving
cash before it is paid out again. Investments made for service reasons or for
pure financial gain are not generally considered to be part of treasury
management.

18.9.

The Chartered Institute of Public Finance and Accountancy (CIPFA) Code
and the Ministry of Housing, Communities and Local Government (MHCLG)
guidance require Council’s to invest its funds prudently, and to have regard to
the security and liquidity of its investments before seeking the highest rate of
return/yield. The objective when investing money is to strike an appropriate
balance between risk and return, minimising the risk of incurring losses from
defaults as well as the risk of receiving unsuitably low investment income.

18.10. The Council aims to maintain the diversity of its investments as a means of
limiting exposure to credit risk. For short-term investments, a range of
unsecured certificates of deposit, money market funds and loans to other
local authorities will be primarily utilised. For longer-term investments, higher
yielding asset classes and/or more secure (collateralised/asset-backed)
options will be sought.
➢ Further details on borrowing are can be found in the Treasury
Management Strategy
18.11. Risk Management: The effective management and control of risk are prime
objectives of the Authority’s treasury management activities. The treasury
management strategy therefore sets out various indicators and limits to
constrain the risk of unexpected losses and details the extent to which
financial derivatives may be used to manage treasury risks.
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18.12. Governance: Decisions on treasury management investment and borrowing
are made daily and are therefore delegated to the Director Finance &
Resources and staff, who must act in line with the treasury management
strategy approved by Council. Quarterly reports on treasury management
activity are presented to Cabinet who are responsible for scrutinising treasury
management decisions.
19.

INVESTMENTS FOR SERVICE PURPOSES

19.1.

The Council makes investments to assist local public services, including
making loans to the Council’s subsidiary, MKDP. In light of the public service
objective, the Council is willing to take more risk than with treasury
investments, however it still plans for such investments to generate an
income return after all costs.

19.2.

Governance: Decisions on service investments are made by the relevant
Service Director in consultation with the Director Finance & Resources. Most
loans and share investments are classified as capital expenditure, so any
such transactions will therefore also be approved as part of the capital
programme approval process.

20.

COMMERCIAL ACTIVITIES

20.1.

With Central Government financial support for local public services declining,
Councils are looking for more innovative means of securing sustainable
income sources. The Council does not currently invest in commercial
investments purely for financial return, but may consider doing so in the
future.

20.2.

Where financial return is the main investment objective, the Council may be
willing to accept higher risks on commercial investment than it would with
treasury investments.

20.3.

Although not classed as treasury management activities per se, the CIPFA
Code now requires the Council to report on investments for policy reasons
outside of normal treasury management. This includes service investments
for operational as well as commercial investments which are made mainly for
financial reasons.

20.4.

Milton Keynes Development Partnership (MKDP)
In 2012/13, the Council lent £31.6m to its wholly owned subsidiary Milton
Keynes Development Partnership (MKDP) to finance the acquisition of
assets from the Homes and Communities Agency (HCA). The balance
outstanding at 31st March 2020 was £30m with a new one year secured loan
for £30m approved by both parties in October 2020. MKDP plan to repay this
debt to the Council through eventual proceeds from the strategic sale of
assets.

20.5.

YourMK LLP
In July 2020, The Council agreed (via delegated decision) to terminate the
regeneration partnership and dissolve YourMK (a 50% joint-owned
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partnership with the Mears Group). The LLP will be formally wound up
during 2021/22.
20.6.

National Homelessness Property Fund
The Council holds a £5m principal investment (match-funded by external
investment) in the National Homelessness Property Fund (the Fund). This
investment was undertaken for service reasons to reduce the ongoing cost
to the Council of providing temporary housing accommodation. At 31
September 2020 (latest available) the Net Asset Value of the Council’s
investment was £4.536m, which represents an unrealised revaluation loss
against principal of £0.464m. The unrealised valuation loss is due to the
basis of property asset valuation; the assets were acquired on an Open
Market Value (OMV) basis, but have been revalued at Existing Use Value
(EUV) based on sub-market rental income streams to reflect the ongoing use
as temporary accommodation. If the assets were sold to liquidise the
Council’s investment, it would be with vacant possession and thus the
valuation method would revert back to OMV, so it is expected that the book
loss would be fully recovered and with additional capital/housing market
growth. The Fund provides over 20,000 bed-nights per year which results in
an ongoing annual saving of around £200,000 against alternative temporary
placement costs. Incidentally this investment also generates a distributed
income return into the Council of approximately 2% per annum.

20.7.

Governance: Decisions on commercial investments are made by the
Director Finance & Resources. Property and most other commercial
investments are also capital expenditure and purchases will therefore also be
approved as part of the capital programme.

21.

LIABILITIES

21.1.

In addition to debt figures detailed above, the Council is committed to making
future payments to cover its pension fund deficit (valued at £28.8m). It has
also set aside £39.004m to cover risks of Business Rates Appeals, and
£9.626m for other risks, of which £4.288m relates to insurance provision and
£4.176m Term Time only Settlement Provision. The Council is also at risk of
having to pay for major contingent liabilities but has not put aside any money
as the amounts or obligations are uncertain.

21.2.

The most significant contingent gains and losses disclosed in the council’s
accounts for the year ending 31st March 2020 are as follows:
•

In January 2013 the council took over the management of the Milton
Keynes Tariff, which is a framework Section 106 agreement under
which developers contribute to the provision of local and strategic
infrastructure to mitigate the impact of growth. The terms of the
funding agreement state that the council will manage the expenditure
so that the tariff deficit is managed down to zero by the risk share
cut-off date. In the event that this is not achieved, a risk sharing
agreement is in place with the Homes and Communities Agency and
the Ministry of Housing, Communities and Local Government to
allocate the first £22.0m of any deficit in the proportion 10:5:7. The
council will be liable for any tariff deficit in excess of the risk share.
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The council is currently of the view that there will be no deficit share
for which it will be liable. A separate risk reserve is held to mitigate
any future impact £5.624m.
•

Milton Keynes Council has entered into an agreement in accordance
with Section 11(6) of the Local Government Act 2003 which enables
the council to retain additional capital receipts. These additional
receipts must be used towards the provision of new affordable
housing within the borough. If, following three years from the date of
receipt, any of the capital receipt remains unspent by the council, the
remaining element is required to be repaid. Any repayment due will
be subject to interest 4% above the base rate at the date of expiry.
At the 31 March 2020 the value of receipts that were not allocated to
a specific project was £2.330m.

•

Due to the uncertainty in terms of both timing and amounts Milton
Keynes Council have estimated a provision for future reduction in
business rate appeals arising from the business rates revaluation on
1 April 2017. As such, the potential for further reductions above or
below this amount is a potential liability to Milton Keynes Council
which cannot be estimated at this time.

•

Milton Keynes Council has not been able to disclose an asset in the
Collection Fund accounts for rating amendments which have not yet
been completed by the Valuation Office. This is because they are
uncertain both in terms of amount and timing; as such, the potential
for further income is unknown and so a contingent asset is disclosed
within the Statement of Accounts.

21.3.

Governance: Where the Council is considering entering into new liabilities or
exposing itself to contingency liabilities this will be subject to a high level of
due diligence and managed through the Council’s scheme of delegation.

22.

REVENUE BUDGET IMPLICATIONS

22.1.

Although capital expenditure is not charged directly to the revenue budget,
interest payable on loans and MRP charges are charged to revenue, offset
by any investment income receivable. The net annual financing costs can be
compared to the net revenue stream i.e. the amount funded from Council
Tax, business rates and general government grants, to illustrate the
proportion of the Councils resources required to cover net financing costs.

22.2.

Note that figures from 2020/21 onwards are predicated on a two pool
approach to borrowing (see paragraph 9.17 above). This has the effect of
lowing the ratio for the General Fund and increasing it for the HRA as under a
two pool approach, the HRA is assumed fully funded by external debt and so
the benefits of internal borrowing (saving on cost of carry interest costs by
utilising cash in-hand to defer borrowing) reverts to the General Fund in full.
This is a short-term impact to the HRA, with HRA borrowing in the future
expected to be at lower rates that pre-existing debt, which will reduce the
average cost of borrowing.
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Table 7: Prudential Indicator: Proportion of financing costs to net revenue
stream
2019/20
actual

2020/21
forecast

2021/22
budget

2022/23
budget

2023/24
budget

General Fund

9.84%

7.73%

7.37%

7.03%

7.21%

HRA

37.65%

42.54%

42.69%

41.89%

40.31%

Proportion of net
revenue stream

24.

22.3.

Sustainability: The capital programme requires the Council to enter into long
term financial commitments in terms of debt financing and additional
operational costs. These have been fully comprehended within the Council’s
MTFP and are considered prudent and sustainable.

23.

KNOWLEDGE AND SKILLS

23.1.

The Council employs professionally qualified and experienced staff in senior
positions with responsibility for making capital expenditure, borrowing and
investment decisions. For example, the Director Finance and Resources and
Heads of Finance are qualified accountants with significant experience. The
Council pays for graduate trainees to study towards CIPFA professional
qualifications and invests in providing professional training in other service
areas.

23.2.

Where the Councils needs to supplement the knowledge and skills of its staff,
use is made of external advisors and consultants that are specialists in their
field. The Council currently employs Link Group as Treasury Management
and Leasing advisors, and PWC as VAT advisors. This approach ensures the
Council has access to specialist expertise when needed to support its staff,
commensurate with its risk appetite.

LINKS TO COUNCIL STRATEGIES AND PLANS
The Council Plan: Council June 2020
Plan MK: Council March 2019
Infrastructure Delivery Plan: Council March 2019
Mobility Strategy: Cabinet March 2018
Transport Infrastructure Delivery Plan: Delegated Decision October 2019
Regeneration Strategy: Cabinet July 2015
Highways Asset Management Strategy: Cabinet March 2018
Financial Procedures
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2019/20 Statement of Accounts
Treasury Management Strategy
25.

LINKS TO EXTERNAL DOCUMENTS
Centre for Cities http://www.centreforcities.org/wp-content/uploads/2018/01/18-0112-Final-Full-Cities-Outlook-2018.pdf
MK Futures 2050 http://www.mkfutures2050.com/images/pdfs/reports/MK50Futures-Report-1-FINAL-SP.PDF
Cambridge-Milton Keynes – Oxford Arc
https://www.nic.org.uk/publications/partnering-prosperity-new-deal-cambridge-miltonkeynes-oxford-arc/

(110)

ANNEX R
Budget 2021/22
Additional One-off Allocations

Supporting people in need
Support Xtra - £1m
Following our positive experience partnering with MK Foodbank throughout the pandemic,
we will set up a charity partnership with MK Community Foundation to operate a support
centre and provide flexible space for us to share with local charities like the MK Foodbank.
Extra work experience/traineeship placements will be created by the partnership and
involve practice and direct help to those most in need by involving other services such as
children’s social care.
We will also invest capital funding into this project if required.
Welfare support - £1m
We will set aside £1m in funding to support an enhanced welfare scheme for those in
financial distress due to Covid-19 to support council tax debt, prevent homelessness and
support people when they need it most.
These two funding streams reflect the MK Council Plan priorities and Covid-19 Recovery
Framework by supporting most vulnerable, tackling child poverty and supporting jobs.

Economic Recovery
Infrastructure investment pipeline - £750k
Flexible, financial support to fast track placemaking opportunities and new infrastructure
projects, like those submitted as part of the Towns Fund, undertaking economic appraisals
and developing business cases for investment in partnership with MKDP.
COVID-19 economic development funding - £750k
Flexible funding set aside to support economic development, networking, innovation and
recovery as we focus on recovery during 2021. This builds on the over £3m already set aside
in 2020/21 for economic recovery.
These two funding streams reflect the MK Council Plan priorities, the Covid-19 Recovery
Framework and the Economic Recovery Plan.

Supporting our health and wellbeing
Key infrastructure fund - £400k
To help ensure our community has access to indoor and outdoor sport facilities after COVID19 to help with their physical and mental health, funding will be set aside for helping some
of our key public health & wellness infrastructure make it through the pandemic.
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Post-Covid Active:MK - £350k
This funding will be set aside for more projects to help people recover physically and
mentally from Covid-19 and improve public health by utilising our redways and open spaces.
This funding stream reflects the MK Council Plan priorities, the Covid-19 Recovery Framework and
the Health and Wellbeing Strategy.

Tackling climate change
Implementing the Climate Change Action Plan - £500k
This funding will be set aside to deliver Sustainability Strategy and implement the CCAP
adopted by Cabinet in December 2021, to achieve the goal of being carbon neutral by 2030
and carbon negative by 2050.
This funding stream reflects the MK Council Plan priorities, the Covid-19 Recovery Framework and
the Sustainability Strategy.

Safer Communities
Tackling knife crime and anti-social behaviour - £250k
This funding will be set aside to deliver safer communities and projects to reduce knife
crime and tackle anti-social behaviour.
This funding stream reflects MK Council Plan priorities.

Getting the Basics Right
Additional highways maintenance - £100k
This funding will deliver additional highways maintenance and reduce the number of
potholes.
This funding stream reflects MK Council Plan priorities.

Budget Resilience
Covid-19 Resilience Contingency
This funding will be set aside to ensure the council has the resources if required to meet
one-off demands due to the on-going fall out from Covid-19 in 2021/22. The contingency
will be all remaining reserves up to the minimum safe balance required by the S151 officer.
Funding allocations
New Homes Bonus - £2m
Reserves - £2.35m
Public Health reserve - £750k
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ANNEX S

TREASURY MANAGEMENT
STRATEGY
2021/22
TO
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1

INTRODUCTION

1.1

Background

1.1.1

Under the Chartered Institute of Public Finance and Accountancy (CIPFA)
Treasury Management in the Public Services Code of Practice, the Council is
required to approve a treasury management strategy before the start of each
financial year. In addition, the Ministry for Housing, Communities and Local
Government (MHCLG) issued Guidance on Local Authority Investments that
requires the Council to approve an investment strategy before the start of each
financial year. This report fulfils the legal obligation under the Local
Government Act 2003 to have regard to both the CIPFA Code and MHCLG
Guidance.

1.1.2

The Council is required to operate a balanced budget, which broadly means
that income raised during the year will meet expenditure. Part of the treasury
management operation is to ensure that the cash flow supporting the budget
is adequately planned, with cash being available when it is needed. Surplus
monies are invested in low risk counterparties or instruments commensurate
with the Council’s low risk appetite, providing adequate liquidity initially before
considering investment return.

1.1.3

The second main function of the treasury management service is the funding
of the Council’s capital plans. These capital plans provide a guide to the
borrowing need of the Council, essentially the longer-term cash flow planning
to ensure that the Council can meet its capital spending obligations. This
management of longer-term cash may involve arranging long or short-term
loans or utilising stable cash flow surpluses. On occasion, when it is prudent
and economic, any debt previously drawn may be restructured to meet Council
risk or cost objectives.

1.1.4

Whilst any commercial initiatives or loans to third parties will impact on the
treasury function, these activities are generally classed as non-treasury
activities (arising usually from capital expenditure) and are separated from the
day to day treasury management activities.

1.1.5

CIPFA defines treasury management as:
“The management of an organisation’s investments and cash flows, its
banking, money market and capital market transactions; the effective control
of the risks associated with those activities; and the pursuit of optimum
performance consistent with those risks.”

1.1.6

The Council has borrowed and invested substantial sums of money and so is
exposed to financial risks including the loss of invested funds and the revenue
effect of changing interest rates. The successful identification, monitoring and
control of these risks are therefore central to the Council’s treasury
management strategy.

1.2

Reporting Requirements
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1.2.1

The Council is required to receive and approve, as a minimum, three main
reports each year, which incorporate a variety of polices, estimates and
actuals. These reports are required to be adequately scrutinised by committee
before being recommended to the Council. This role is undertaken by Cabinet.
a) Treasury Management Strategy (this report) – This report covers:





capital spending plans;
a Minimum Revenue Provision Policy (how residual capital
expenditure is charged to revenue over time);
the Treasury Management Strategy (how treasury investment and
borrowing portfolios are to be organised); and
an investment strategy (the parameters on how investments are to
be managed).

b) A Mid Year Treasury Management Report – This will update members
with the progress of the capital position, amending prudential indicators as
necessary, an update of the performance of the treasury or whether any
policies require revision (this Council currently also provides quarterly
updates).
c) An Annual Treasury Report – This is a backward looking review document
that provides details of a selection of actual prudential and treasury indicators
and actual treasury operations compared to the estimates within this strategy.

2

PRUDENTIAL AND TREASURY INDICATORS FOR 2021/22 –
2025/26

2.1

Context

2.1.1

The Council’s capital expenditure plans are the key driver of treasury
management activity. The outputs of the capital expenditure plans are reflected
in prudential indicators, which are designed to assist in decisions for capital
expenditure plans.

2.1.2

CIPFA’s revised 2017 Prudential and Treasury Management Codes requires
all local authorities, from 2019/20, to prepare a Capital Strategy report, which
will provide the following:




a high level long-term overview of how capital expenditure, capital
financing and treasury management activity contribute to the provision
of services;
an overview of how the associated risk is managed;
the implications for future financial sustainability;

2.1.3

The aim of this Capital Strategy is to ensure that members fully understand the
overall long-term policy objectives and resulting Capital Strategy requirements,
governance procedures and risk appetite.

2.1.4

The Capital Strategy is reported separately from the Treasury Management
Strategy; non-treasury investments will be reported through the former. This
4
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ensures the separation of the core treasury function under security, liquidity
and yield principles, and the policy and commercialism investments usually
driven by expenditure on an asset.
2.1.5

The Capital Strategy will also consider the proportionality between the treasury
investments shown throughout this report and non-treasury investments.

2.1.6

The Capital Prudential Indicators are to be set within the Capital Strategy
report, providing the context from which the calculations have been derived.
Further Treasury Indicators are set in sections 5.5 and 6.9 of this strategy; the
purpose of these are to contain the activity of the treasury function within
certain limits, thereby managing risk and reducing the impact of any adverse
movement in interest rates. Once all indicators are set, they will be applied in
the context of all treasury management decisions.

2.2

Minimum Revenue Provision (MRP)

2.2.1

The Capital Financing Requirement represents the total of historic outstanding
capital expenditure which has not yet been paid for from either revenue or
capital resources. It is essentially a measure of the Council’s indebtedness and
so its underlying borrowing need. The CFR does not increase indefinitely, as
a statutory annual revenue charge is applied known as a minimum revenue
provision (MRP), which broadly reduces the indebtedness in line with each
asset’s life, and so charges the economic consumption of capital assets to
revenue as they are used.

2.2.2

The Ministry of Housing, Communities and Local Government (MHCLG) have
issued regulations which require the full Council to approve an MRP Statement
in advance of each year. A variety of options are provided but they are not
prescriptive, and Councils’ are free to set their own approaches so long as
there is a prudent provision.

2.2.3

The Council is required to set aside MRP on an element of the accumulated
General Fund (GF) borrowing requirement each year (the CFR), although it is
also allowed to undertake additional voluntary payments (Voluntary Revenue
Provision – VRP) to reduce it sooner where prudent.

2.2.4

There is no statutory requirement on the Housing Revenue Account (HRA) to
make an MRP charge. There is however a requirement for a charge for
depreciation to be made against the HRA which largely reflects the economic
consumption of capital assets. Again, voluntary payments to reduce the HRA
CFR borrowing requirement can be applied.

2.2.5

It should be noted that VRP charges (or overpayments) can, if needed, be
reclaimed in later years if deemed prudent so long as the MRP Policy discloses
the overpayments made each year.

2.2.6

Council is recommended to approve the MRP Policy set out in APPENDIX S(ii).

3

TREASURY MANAGEMENT STRATEGY
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3.1

Context

3.1.1

The Council’s capital expenditure plans are to be set out in the Capital
Programme as part of the overall budget setting process. The treasury
management function ensures that the Council’s cash is organised in
accordance with the relevant professional codes, so that sufficient cash is
available to meet this service activity. This will involve both the organisation of
the cash flow and, where capital plans require, the organisation of appropriate
borrowing facilities. This report has been prepared alongside the Capital
Strategy report to provide an integrated treasury strategy.

3.2

Current Portfolio Position - Summary

3.2.1

The Council’s aggregate forecast treasury position for 2020/21 and forward
estimates for 2021-26 are summarised below. Table 1 shows actual external
debt against the underlying capital borrowing need (the Capital Financing
Requirement - CFR), along with any over or under borrowing.

3.2.2

The HRA CFR figures below incorporates baseline HRA capital expenditure
estimates and environmental works on The Lakes estate. A series of housing
investment scenarios are also under consideration, subject to value for money
assessments and the HRA borrowing limit (see Section 5.2 below).
Table 1: Forecast aggregate treasury position 2020-26
2020/21
Forecast
£m

2021/22
Estimate
£m

2022/23
Estimate
£m

2023/24
Estimate
£m

2024/25
Estimate
£m

2025/26
Estimate
£m

Opening External debt

465.399

458.372

448.639

438.542

422.327

408.991

Loan Repayments

(7.027)

(9.733)

(10.097)

(16.215)

(13.336)

(13.965)

0.000

0.000

0.000

0.000

0.000

0.000

Closing External debt

458.372

448.639

438.542

422.327

408.991

395.026

General Fund CFR *

479.682

476.525

469.624

461.096

453.113

441.359

HRA CFR *

266.000

267.444

266.658

265.872

265.086

264.302

Total CFR *

745.682

743.969

736.282

726.968

718.199

705.661

Under / (over)
borrowing

287.319

295.339

297.749

304.650

309.217

310.644

Closing Investments

285.000

225.000

200.000

175.000

150.000

125.000

6.405

(60.000)

(25.000)

(25.000)

(25.000)

(25.000)

Net Debt (1 – 2)

173.372

223.639

238.542

247.327

258.991

270.026

Net Debt change

(13.432)

50.267

14.903

8.785

11.664

11.035

New borrowing

Investment change

* excluding Other Long-Term Liabilities (leases).

3.2.3

Within the prudential indicators are measures that ensure that the Council
operates its activities within well-defined limits. One of these is that the Council
needs to ensure that its total debt, net of any investment balances, does not,
except in the short term, exceed the total of the CFR in the preceding year plus
the estimates of any additional CFR for 2021/22 and the following two financial
years (shown as net debt above). This allows some flexibility for limited early
borrowing for future years but ensures that borrowing is not undertaken for
6
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revenue purposes. Table 1 shows the forecast debt is below the actual and
forecast CFR and is therefore only borrowing for capital purposes.
3.3

External Funds

3.3.1

The Council has established a Limited Liability Partnership’s (LLP) called
Milton Keynes Development Partnership (MKDP). MKDP facilitates Milton
Keynes’ continued growth and economic success by promoting the
development of its land assets to deliver economic and social value from its
sites. The purpose, aims and objectives of MKDP are linked to the Council’s
Plan and Core Strategy. MKDP follows the Accounting Policies and Principles
of the Council, including the principles set out in this strategy.

3.3.2

In accordance with the Local Government Act 2003, LLP’s cash balances are
deemed as ‘external funds’ and as such any treasury management activities
undertaken on behalf of the entities will be treated as separate from the
Council.

3.3.3

Unless otherwise agreed by the MKDP management board, any surplus funds
may be investment either; with the Council and MKDP’s bankers on an
overnight basis only, or where supported by robust cashflow projections, in line
with the Council’s policy of investments.

3.3.4

Should the Council establish any further entities of a similar nature, they will
be treated in a consistent manner for treasury purposes.

4

EXTERNAL CONTEXT

4.1

Economic Background

4.1.1

The coronavirus pandemic has caused huge economic damage to the UK and
economies around the world.

4.1.2

In the UK, the Bank of England (BoE) took emergency action in March 2020 to
cut Bank Rate to first 0.25%, and then to 0.10%. After a programme of £300bn
of quantitative easing (QE) in March to June 2020, the second national
lockdown in November 2020 led to the announcement of a further tranche of
£150bn to start in January 2021. It is hoped that announcing further asset
purchases now should support the economy and help to ensure the
unavoidable near-term slowdown in activity was not amplified by a tightening
in monetary conditions that could slow the return of inflation.

4.1.3

Public borrowing is now likely to increase further by about £30bn to around
£420bn (23% of Gross Domestic Product (GDP)) as a result of the November
2020 lockdown. In normal times, such an increase in total gilt issuance would
lead to a rise in gilt yields, and so PWLB rates. However, the QE injected by
the BoE has depressed gilt yields to historic low levels.

4.1.4

The pace of economic recovery was not expected to be in the form of a rapid
V shape, but a more elongated and prolonged one. The initial recovery was
sharp but after an increase in GDP of only 2.1% in August 2020, this left the
7
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economy still 9.2% smaller than in February 2020; this suggested that the
economic recovery was running out of steam after recovering 64% of its total
fall during the crisis. The last three months of 2020 were originally expected to
show zero growth due to the impact of widespread local lockdowns, consumers
probably remaining cautious in spending, and uncertainty over the outcome of
the UK/EU trade negotiations concluding at the end of the year also being a
headwind. However, the November 2020 national lockdown for one month is
now expected to depress GDP by 8% while the rebound in December 2020 is
likely to be muted and vulnerable to downside risks.
4.1.5

Unemployment is also now expected to increase from 4.5% in August 2020 to
a peak of 9% around the middle of 2021. Due to the number of adverse factors
that have built up during the autumn, there is wide expectation for further
expanding of QE by around £100bn during 2021 to sustain momentum in the
economy. Even so, it is now expected that the November 2020 national
lockdown will push back recovery of GDP to pre pandemic levels by six months
and into sometime during 2023. However, if a successful vaccine was widely
administered in the UK in the first half of 2021, this would possibly cause a
much quicker recovery.

4.1.6

The Financial Policy Committee (FPC) report in August 2020 revised down
their expected credit losses for the banking sector to somewhat less than
£80bn. It stated that in its assessment banks have sufficient buffers of capital
to absorb the losses that are likely to arise under the MPC’s central projection.
The FPC stated that for real stress in the sector, the economic output would
need to be twice as bad as the MPC’s projection, with unemployment rising to
above 15%.

4.1.7

The UK has now left the EU with a trade deal. The interest rate forecasts within
this strategy, although formed ahead of the agreement, were predicated on a
deal being eventually reached.

4.1.8

A detailed interest rate forecast provided by the Council’s treasury
management advisor’s is attached at APPENDIX S(iii).

4.2

Credit Outlook

4.2.1

The investment environment is currently very unstable. Whilst counterparty risk
has subsided after a short liquidity crunch in March 2020, market sentiment is
still subject to bouts of volatility and economic forecasts abound with
uncertainty. With bank rate at 0.10% and not forecast to rise anytime soon,
consequently there is very limited scope to generate material returns from
traditional deposit products. Against this backdrop it is nevertheless
fundamentally important not to overlook recent history by discounting market
warnings in search of returns to ease revenue budget pressures.

4.2.2

The Council continues to prioritise security and liquidity over yield. This is
achieved by applying risk management techniques to:
1) Assess – gain a thorough understanding of each product;
2) Identify – recognise the risks and opportunities;
3) Quantify – balance those risks and opportunities against the Council’s
overall risk appetite;
8
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4) Monitor – set measures to continually assess those risks and opportunities;
5) Manage – recognise influencing factors that may stress the risk profile of
the product;
6) Mitigate – lessen the impact that adverse risk factors may cause upon the
Council.
4.2.3

As mentioned in paragraph 4.1.6 above, the banking sector appears to have
sufficient buffers of capital to absorb the losses that are likely to arise from the
economic downturn. A cautious approach to bank and building society deposits
continues to be the most prudent approach.

4.3

Interest Rate Forecast

4.3.1

A detailed interest rate forecast provided by the Council’s treasury
management advisor’s is attached at APPENDIX S(iii). In summary, Table 2
below shows the forecast (January 2021) for bank rates. For PWLB rates,
these are forecasts for certainty rates (gilt yields plus 80bps):
Table 2: Summary interest rate forecast (January 2021)

Link Group Interest Rate View

Jan-21

* Forecasts include PWLB margin reduction from 26/11/20
* PWLB rates reflect Certainty Rate
Dec-20 Mar-21 Jun-21 Sep-21 Dec-21 Mar-22 Jun-22 Sep-22 Dec-22 Mar-23 Jun-23 Sep-23 Dec-23 Mar-24
Bank Rate

0.10%

0.10%

0.10%

0.10%

0.10%

0.10%

0.10%

0.10%

0.10%

0.10%

0.10%

0.10%

0.10%

0.10%

3/6 month av. earnings

0.10%

0.10%

0.10%

0.10%

0.10%

0.10%

0.10%

0.10%

0.10%

0.10%

0.10%

0.10%

0.10%

0.10%

12 month av. earnings

0.20%

0.20%

0.20%

0.20%

0.20%

0.20%

0.20%

0.20%

0.20%

0.20%

0.20%

0.20%

0.20%

0.20%

5 year PWLB

0.80%

0.80%

0.80%

0.80%

0.80%

0.90%

0.90%

0.90%

0.90%

0.90%

1.00%

1.00%

1.00%

1.00%

10 year PWLB

1.10%

1.10%

1.10%

1.10%

1.10%

1.20%

1.20%

1.20%

1.20%

1.20%

1.30%

1.30%

1.30%

1.30%

25 year PWLB

1.50%

1.50%

1.60%

1.60%

1.60%

1.60%

1.70%

1.70%

1.70%

1.70%

1.80%

1.80%

1.80%

1.80%

50 year PWLB

1.30%

1.30%

1.40%

1.40%

1.40%

1.40%

1.50%

1.50%

1.50%

1.50%

1.60%

1.60%

1.60%

1.60%

4.3.2

The forecast above was already predicated on the assumption of a reasonable
trade agreement between the UK and the EU.

4.3.3

After the BoE took its emergency action to cut Bank Rate to first 0.25%, and
then to 0.10%, it left Bank Rate unchanged at its subsequent meetings to 5th
November 2020. Some forecasters had suggested that further cuts to negative
rates could happen, although such a move may do more harm than good, and
so further QE is likely to be the favoured tool if further action becomes
necessary. No increase in Bank Rate is expected during the entire forecast
period as economic recovery is expected to be only gradual and prolonged.

4.4

Gilt yields / PWLB rates

4.4.1

Gilt yields had already been on a generally falling trend up until the coronavirus
crisis hit western economies during March 2020. After gilt yields spiked up
during the financial crisis in March, we have seen these yields fall sharply to
unprecedented lows as during March investors sold shares in anticipation of
impending recessions in western economies and moved cash into safe haven
assets (government bonds). However, major western central banks took rapid
action to deal with excessive stress in financial markets and started massive
quantitative easing purchases of government bonds: this also acted to put
downward pressure on government bond yields at a time when there has been
9
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a huge and quick expansion of government expenditure financed by issuing
government bonds. Such unprecedented levels of issuance in “normal” times
would have caused bond yields to rise sharply.
4.4.2

As the interest forecast table at Table 2 shows, there is expected to be little
upward movement in PWLB rates over the next two years as it will take
economies, including the UK, a prolonged period to recover all the momentum
they have lost in the sharp recession caused during the coronavirus shut down
periods. From time to time, gilt yields, and therefore PWLB rates, can be
subject to exceptional levels of volatility due to geo-political, sovereign debt
crisis, emerging market developments and sharp changes in investor
sentiment. Such volatility could occur at any time during the forecast period.

4.5

Investment and borrowing rates

4.5.1

For investments rates, the outlook is bleak. BoE financial stimulus to banks
has kept economic markets flowing but has effectively trumped local
authorities’ as a source of funding. With little demand for cash from deposittakers, rates have tumbled accordingly. Rates are likely to remain exceptionally
low, at around 0.10% for short terms with limited pickup in taking longer dated
durations, during 2021/22 with little-to-no prospect of increases in the following
two years.

4.5.2

Borrowing interest rates fell to historically very low rates as a result of the
coronavirus pandemic and the QE operations of the BoE: indeed, gilt yields up
to 6 years were on negative yields during most of the first half of 20/21.

5

BORROWING STRATEGY

5.1

Context

5.1.1

The Council is currently maintaining an internal borrowing position. This means
that the underlying capital borrowing need (the CFR) has not yet been fully
funded with loan debt, as cash supporting the Council’s reserves, balances
and cash flow has been used as a temporary measure. This strategy remains
prudent despite low borrowing rates, as investment returns are low and
counterparty risk is high.

5.1.2

The Council’s primary objective when borrowing money is to strike an
appropriately low risk balance between securing low interest costs and
achieving certainty of those costs over the period for which funds are required.
The flexibility to renegotiate loans should the Council’s long-term plans change
is a secondary objective.

5.2

HRA Self Financing and Borrowing

5.2.1

In April 2012, fundamental reform changed the system of local authority
housing finance. Under the provisions of the Localism Act 2011 the
Government controlled HRA subsidy system was abolished. Instead housing
authorities were given local control to become self-financing by retaining all
HRA incomes and operating their housing landlord service in consultation with
10
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tenants and leaseholders in exchange for a one-off debt settlement. For Milton
Keynes Council, this resulted in a buyout settlement figure of £170.360m.
However, these new freedoms and increased housing investment
opportunities were severely limited by a restriction to how much Councils’ could
borrow, in the form of a specified HRA debt cap.
5.2.2

CIPFA were invited by the Government to prepare guidance on the treatment
of debt and associated interest costs under a Self-Financing regime. This
Council adopted a single pool approach; whereby the Council manages its
overall debt as an aggregate portfolio and apportions costs between the HRA
and GF at a consolidated rate in proportion to respective Capital Financing
Requirements (CFR).

5.2.3

A single pool approach to apportioning costs between the HRA and GF has
served the Council well. In 2012, HRA asset management plans were
insufficient to inform capital investment requirements and so it was not possible
to structure HRA debt to match this spend profile to benefit fully from an
intuitive debt portfolio as would have been desired. Furthermore, the Council’s
capital spending plans funded by borrowing for both the HRA and GF have
remained broadly similar, so largely offsetting the impact on debt costs to each
other.

5.2.4

In October 2018 the Government announced that it was scrapping the
restrictive HRA debt cap. Whilst its removal gives rise to the possibility of
significant additional borrowing by the HRA to support housing regeneration
and new housing stock build programmes, and although currently
accompanied by low market interest rates, it is not a panacea for unconstrained
borrowing. The revenue financing costs of servicing new debt need to be
sustainable over the long-term and the schemes delivered able to clearly
demonstrate value for money.

5.2.5

With no statutory upper limit to HRA borrowing capacity other than affordability,
and with ambitious regeneration and new build aspirations, capital spending
plans funded by borrowing between the HRA and GF will significantly diverge.

5.2.6

In September 2020 Cabinet received, as part of a report on refreshing the HRA
business plan and HRA capital financing investment, proposals on the HRA
Future Financial Framework (Annex D) which included:




5.2.7

A recommendation to change from a single aggregate debt pool to two
separate pools from 2020/21 onwards;
A series of suggested HRA debt measure indicators; and
A recommended MRP policy for HRA debt liability.

The Council commissioned consultants Savills to provide expert advice and
assessment on the HRA Business Plan Model (HRA BPM) and to integrate
suitable metrics to manage HRA debt. The Council has chosen to set HRA
borrowing limits based on an Interest Rate Cover (ICR) ratio. The ICR is
calculated on HRA revenue operating surpluses (income less management,
maintenance and depreciation expenses) available to service borrowing
interest and repayment costs. The Council will apply a minimum ICR of 1.25,
which effectively provides 100% cover for expected debt financing costs with
an additional 25% contingency buffer to protect against the risk of reductions
11
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in the operating surplus. This level is consistent with similar local authorities
housing providers and registered social landlords, the latter of which uses the
strength of this ratio to raise borrowing with market lenders.
5.2.8

The HRA BPM is a live document that is updated in-year as new capital
schemes are approved, and as such the ICR is subject to ongoing movement.
The Council intends to set HRA borrowing limits over the medium-term five
year planning period as part of the annual budget setting process, reviewed
annually to take account of changes in the operating environment, legislation,
and approved capital and revenue expenditure and income.

5.2.9

Table 3 below sets out the HRA borrowing limits over the next five years:
Table 3: HRA Borrowing Limit

Upper Limit

2021/22
£m

2022/23
£m

2023/24
£m

2024/25
£m

2025/26
£m

297.000

393.000

424.000

479.000

500.000

5.2.10

Borrowing figures within this strategy are predicated on the change from a
single aggregate debt pool to two separate debt pools from 2020/21 onwards.

5.3

Borrowing Portfolio

5.3.1

Table 4 below sets out the forecast opening profile of the Council’s borrowing
portfolio at 1st April 2021 per fund type:
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Table 4: Forecast borrowing portfolio at 1st April 2021 per fund type
Tenor
Bucket
Liquid
< 1 Year
1 - 2 Years
2 - 5 Years
5 - 10 Years
10 - 20 Years
20 - 30 Years
30 - 40 Years
40 - 50 Years
> 50 Years
Total

5.3.2

General Fund
Amount
% of
Total
£0.00
0.0%
£2,982,747.02
1.3%
£9,096,560.34
3.9%
£26,766,823.75
11.5%
£31,910,517.91
13.7%
£61,754,921.58
26.5%
£25,000,000.00
10.8%
£65,000,000.00
28.0%
£10,000,000.00
4.3%
£0.00
0.0%
£232,511,570.60 100.0%

HRA
Amount
£0.00
£6,750,000.00
£1,000,000.00
£16,750,000.00
£28,000,000.00
£88,000,000.00
£0.00
£51,000,000.00
£34,360,000.00
£0.00
£225,860,000.00

% of
Total
0.0%
3.0%
0.4%
7.4%
12.4%
39.0%
0.0%
22.6%
15.2%
0.0%
100.0%

Total
Amount
£0.00
£9,732,747.02
£10,096,560.34
£43,516,823.75
£59,910,517.91
£149,754,921.58
£25,000,000.00
£116,000,000.00
£44,360,000.00
£0.00
£458,371,570.60

% of
Total
0.0%
2.1%
2.2%
9.5%
13.1%
32.6%
5.5%
25.3%
9.7%
0.0%
100.0%

Table 5 below sets out the profile of the Council’s forecast opening borrowing
portfolio by loan source per fund type:
Table 5: Forecast borrowing portfolio at 1st April 2021 by loan source
per fund type

Tenor
Bucket

Liquid
< 1 Year
1 - 2 Years
2 - 5 Years
5 - 10 Years
10 - 20 Years
20 - 30 Years
30 - 40 Years
40 - 50 Years
> 50 Years
Total

Market Loans
General Fund
Amount
% of
Total
£0.00
0.0%
£0.00
0.0%
£0.00
0.0%
£0.00
0.0%
£0.00
0.0%
£0.00
0.0%
£5,000,000.00
33.3%
£0.00
0.0%
£10,000,000.00
66.7%
£0.00
0.0%
£15,000,000.00 100.0%

PWLB Loans

HRA
Amount % of
Total
£0.00
0.0%
£0.00
0.0%
£0.00
0.0%
£0.00
0.0%
£0.00
0.0%
£0.00
0.0%
£0.00
0.0%
£0.00
0.0%
£0.00
0.0%
£0.00
0.0%
£0.00
0.0%

General Fund
Amount
% of
Total
£0.00
0.0%
£2,982,747.02
1.4%
£9,096,560.34
4.2%
£26,766,823.75
12.3%
£31,910,517.91
14.7%
£61,754,921.58
28.3%
£20,000,000.00
9.2%
£65,000,000.00
29.9%
£0.00
0.0%
£0.00
0.0%
£217,511,570.60 100.0%

HRA
Amount
£0.00
£6,750,000.00
£1,000,000.00
£16,750,000.00
£28,000,000.00
£88,000,000.00
£0.00
£51,000,000.00
£34,360,000.00
£0.00
£225,860,000.00

% of
Total
0.0%
3.0%
0.4%
7.4%
12.4%
39.0%
0.0%
22.6%
15.2%
0.0%
100.0%

5.3.3

Of the Council’s borrowing portfolio, only a single General Fund loan carries a
variable interest rate. The Council holds one Lender’s Option Borrower’s
Option (LOBO) loan to the principal value of £5m, where the lender has the
option to propose an increase in the interest rate at set dates, following which
the Council has the option to either accept the new rate or to repay the loan at
no additional cost.

5.3.4

The LOBO loan has option dates during 2021/22 (rolling six monthly options),
although it is highly unlikely the lenders call option will be exercised in current
economic climate, there remains a small element of refinancing risk. Given that
risk is so low, the loan has been presented throughout this strategy as maturing
in 20-30 years tenor band on its maturity date. The Council will consider the
option to repay this LOBO loan at no cost if the opportunity presents.

5.3.5

Chart 1 below shows the forecast opening annual maturity profile of the
Council’s borrowing portfolio at 1st April 2021:
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5.3.6

2021/22
2022/23
2023/24
2024/25
2025/26
2026/27
2027/28
2028/29
2029/30
2030/31
2031/32
2032/33
2033/34
2034/35
2035/36
2036/37
2037/38
2038/39
2039/40
2040/41
2041/42
2042/43
2043/44
2044/45
2045/46
2046/47
2047/48
2048/49
2049/50
2050/51
2051/52
2052/53
2053/54
2054/55
2055/56
2056/57
2057/58
2058/59
2059/60
2060/61
2061/62
2062/63
2063/64
2064/65
2065/66

£ Millions
2021/22
2022/23
2023/24
2024/25
2025/26
2026/27
2027/28
2028/29
2029/30
2030/31
2031/32
2032/33
2033/34
2034/35
2035/36
2036/37
2037/38
2038/39
2039/40
2040/41
2041/42
2042/43
2043/44
2044/45
2045/46
2046/47
2047/48
2048/49
2049/50
2050/51
2051/52
2052/53
2053/54
2054/55
2055/56
2056/57
2057/58
2058/59
2059/60
2060/61
2061/62
2062/63
2063/64
2064/65
2065/66

£ Millions

Chart 1: Forecast borrowing profile at 1st April 2021 by annual
maturities per fund
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Chart 2 below shows the fallout structure of the Council’s borrowing portfolio:

Chart 2: Forecast borrowing profile at 1st April 2021 by cumulative
annual maturities per fund
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5.4

Approach to borrowing

5.4.1

The Council’s borrowing strategy continues to address the key issue of
affordability without compromising the longer-term stability of the debt portfolio.

5.4.2

Deferring new borrowing allows the Council to reduce net borrowing costs
(despite foregone investment income) and reduce overall treasury risk. The
benefits of internal or short-term borrowing however needs to be carefully
balanced against the potential for incurring additional costs when new
borrowing becomes unavoidable in future years, when long-term borrowing
rates are forecast to rise modestly. The Council will monitor this ‘cost of carry’
and undertake breakeven analysis. Its output may determine whether the
Council borrows additional sums at long-term fixed rates in 2021/22 with a view
to keeping future interest costs low, even if this causes additional cost in the
short-term.

5.4.3

The Council may borrow on a short-term basis to cover unplanned cash flow
shortage where appropriate, although this need is not expected to materialise.

5.4.4

During 2020, HM Treasury launched a wide-ranging consultation on the
PWLB’s future direction to allow key stakeholders to contribute to developing
a system whereby non-HRA PWLB loans can be made available at improved
margins to support projects that meet certain qualifying criteria. Proposals
included lower rates for authorities not engaged in ‘debt for yield’ activity but
restricting individual authorities’ access to PWLB where ‘debt for yield’ is being
pursued within the entire capital programme (regardless of financing means).

5.4.5

The outcome of this consultation was announced on 25th November 2020, with
non-HRA standard and certainty rate margins reduced by 1% but as expected
a prohibition introduced to deny access to borrowing from the PWLB for any
local authority which includes the purchase of assets primarily for yield in its
three year capital programme (regardless of financing means).

5.4.6

The PWLB rate margins over gilt yields (G) from 26th November 2020 onwards
are:






5.4.7

PWLB Standard Rate is gilt plus 100 basis points (G+200bps)
PWLB Certainty Rate is gilt plus 80 basis points (G+180bps)
PWLB HRA Standard Rate is gilt plus 100 basis points (G+100bps)
PWLB HRA Certainty Rate is gilt plus 80bps (G+80bps)
Local Infrastructure Rate is gilt plus 60bps (G+60bps)

The Council may look to borrow long-term funding from other sources including
banks, pensions and local authorities, and may investigate the possibility of
issuing bonds and similar instruments, in order to lower interest costs and
reduce over-reliance on one source of funding in line with the CIPFA Code.
Unlike the PWLB, market lenders can also offer forward start loans, where the
interest rate is fixed in advance, but the cash is received in later months or
years, which would enable certainty of cost to be achieved without suffering a
cost of carry in the intervening period.
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5.4.8

Against the context above and the risks within the economic forecast, caution
will be adopted with the 2021/22 treasury operations. The Director of Finance
and Resources will monitor interest rates in financial markets and adopt a
pragmatic approach to changing circumstances:
a) Where intelligence suggests 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.
b) Where intelligence suggests 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.

5.5

Treasury Prudential Indicator – Borrowing Related

5.5.1

As outlined in Section 2, Capital Prudential Indicators are set within the Capital
Strategy. There is one borrowing related Treasury Prudential Indicator:


Maturity structure of borrowing; These gross percentage limits for both
the General Fund and HRA are set to reduce the Council’s exposure to
large fixed rate sums falling due for refinancing, set as upper and lower
limits;
Table 6: Maturity Structure of Borrowing 2021/22
General Fund
HRA
Lower Upper
Borrowing *
Lower Upper
Borrowing
%
%
£m
%
%
%
£m
%

Under 12 months

0

15

2.983

1.3

0

15

6.750

3.0

1-2 years

0

15

9.097

3.9

0

15

1.000

0.4

2-5 years

0

50

26.767

11.5

0

50

16.750

7.4

5-10 years

0

50

31.910

13.7

0

50

28.000

12.4

10-50 years

50

100

161.755

69.6

50

100

173.360

76.8

232.512 100.0

225.860 100.0

Further breakdown of maturities between 10-50 years:
10-20 years
61.755 26.5

88.000

39.0

20-30 years

25.000

10.8

0.000

0.0

30-40 years

65.000

28.0

51.000

22.6

40-50 years
10.000
4.3
34.360 15.2
* - Forecast borrowing portfolio at 1st April 2021, amended for:
a) LOBO loan classified at maturity date as highly unlikely lenders call
option will be exercised in current economic climate (£5m classified as
20-30 years).
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5.6

Borrowing Interest Rate Exposure

5.6.1

In addition to the refinancing risk of the existing borrowing portfolio, the Council
is exposed to three further forms of borrowing interest rate risk:
1) Existing loans that carries a variable interest rate; Just 1% of the
Council’s existing borrowing portfolio carries a variable interest rate.
Furthermore, that exposure is in the form of a single LOBO loan (see
paragraphs 5.3.3 and 5.3.4) and should the market lender propose an
alteration to the interest rate, the Council could repay the loan without
penalty.
2) Short-term borrowing; the Council could choose to finance long term
commitments with a proportion of rolling short-term borrowing to take
advantage of cheaper borrowing rates. This would however introduce
uncertainty for budget planning purposes and risks adverse movements in
interest rates when longer term borrowing becomes unavoidable. The
Council has historically chosen to take long term loans, so has no exposure
to short-term borrowing for capital purposes at this time.
3) Internal borrowing; the Council is currently maintaining an internal
borrowing position. This means that the underlying capital borrowing need
(the CFR) has not yet been fully funded with loan debt, as cash supporting
the Council’s reserves, balances and cash flow has been used as a
temporary measure. This strategy remains prudent despite low borrowing
rates, as investment returns are low and counterparty risk is high. A strong
grasp of the Council’s balance sheet resources is required to manage this
position, with cashflows monitored daily and annual reviews with the
Council’s treasury advisors to analyse cash movements and trends.

5.6.2

The benefits of both internal and/or short-term borrowing always need to be
carefully balanced against the potential for incurring additional costs when new
borrowing becomes unavoidable in future years as long-term borrowing rates
are currently forecast to rise modestly. The Council will monitor this ‘cost of
carry’ and undertake breakeven analysis to determine whether the Council
borrows at long-term fixed rates in 2021/22 with a view to keeping future
interest costs low, even if this means incurring additional cost in the short-term.

5.7

Borrowing in Advance of Need

5.7.1

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 within forward approved Capital Financing
Requirement estimates and will be considered carefully to ensure that value
for money can be demonstrated and that the Council can ensure the security
of such funds.

5.7.2

Risks associated with any borrowing in advance will be subject to prior
appraisal and subsequent reporting through the mid-year or annual reporting
mechanism.

5.8

Debt Rescheduling
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5.8.1

The PWLB allows authorities to repay loans before maturity and either pay a
premium or receive a discount according to a set formula based on current
interest rates. Other lenders may also be prepared to negotiate premature
redemption terms. The Council may take advantage of this and replace some
loans with new loans, or repay loans without replacement, where this is
expected to lead to an overall cost saving or a reduction in risk.

5.8.2

Primary reasons for any rescheduling to take place will include:




the generation of cash savings and / or discounted cash flow savings;
helping to fulfil the treasury strategy;
amending the balance of the portfolio (I.e. amend the maturity profile and/or
the balance of volatility).

5.8.3

Details of any rescheduling undertaken will be reported to Cabinet at the
earliest meeting following its action.

5.9

Accounting Standards
International Financial Reporting Standard (IFRS) 16

5.9.1

IFRS 16 leases will replace International Accounting Standard (IAS) 17 as the
method of accounting for leases. IFRS 16 introduces a single lessee
accounting model and requires a lessee to recognise assets and liabilities for
all leases with a term of more than 12 months, unless the underlying asset is
low value. Implementation of this standard is expected to bring more lease
contracts, and the related assets and liabilities, onto an authority’s balance
sheet. This represents a substantial change in accounting practice as the
current distinction and differing accounting treatment of operating leases and
finance leases will be removed.

5.9.2

When assets and liabilities of lease contracts come onto the balance sheet, it
will increase long term liabilities. This will increase the CFR debt liability, and
with that, MRP required to repay it. Generally accepted accounting practices
require these changes to be accounted for retrospectively, with the result that
an element of the rental or service charge paid in previous years (and
previously charged to revenue accounts) is also taken to the balance sheet to
reduce the liability to reflect prior year consumption. On its own, this change in
the accounting arrangements would result in a one-off increase to the CFR and
an equal increase in revenue account balances. However, this is not seen as
a prudent course of action and MHCLG MRP guidance aims to ensure
authorities are in the same position as if the change had not occurred. It does
this by recommending the inclusion in the annual MRP charge of an amount
equal to the sum taken to the balance sheet to reduce the liability (so including
the retrospective element) in the first transition year. This approach will
produce an MRP charge comparable to that under MRP Option 3, in that it will
run over the life of the lease and will have a profile similar to the annuity
method.

5.9.3

In light of COVID-19 pressures, HM Treasury and the Financial Reporting
Advisory Board (FRAB) have decided that the IFRS 16 implementation
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deadline of 1 April 2020 for the public sector will be deferred for a further year,
to 1 April 2021 (2021/22 financial year).
5.9.4

The operational boundary and authorised limit for external debt for 2021/22
onwards may need to be revised once the impact has been fully assessed.

6

ANNUAL INVESTMENT STRATEGY (AIS)

6.1

Context

6.1.1

The MHCLG and CIPFA have extended the definition of investments to include
both financial and non-financial investments. This strategy relates to financial
investments undertaken as part of treasury management activity. Non-financial
investments, essentially commercial income yielding assets, are covered in the
Capital Strategy.

6.1.2

Both the CIPFA Code and MHCLG guidance require Council’s to invest its
funds prudently, and to have regard to the security and liquidity of its
investments before seeking the highest rate of return, or yield. The objective
when investing money is to strike an appropriate balance between risk and
return, minimising the risk of incurring losses from defaults as well as the risk
of receiving unsuitably low investment income.

6.1.3

A prudent approach to managing investment risk will be framed by:
1. Minimum acceptable credit criteria; from this, an outline list of highly
creditworthy potential counterparties will be derived. The key credit
ratings used to monitor counterparties are the short term and long-term
credit ratings.
2. Credit Default Swaps (CDS); a tradeable contract that insures the
holder of a bond against default. The cost of a CDS indicates the price
investors must pay to insure against a default; as default risk rises, so
does the cost. As with credit ratings, CDS measures are an imperfect
barometer, but sudden and/or sustained rises can act as a near realtime early warning indicator of financial stress. Price movements are
overlaid on top of the credit ratings.
3. Other information sources; this will include the financial press, share
price and other such information pertaining to the financial sector in
order to establish the most robust scrutiny process on the suitability of
potential investment counterparties.
4. Duration; time duration limits
creditworthiness of counterparties.

commensurate

to

the

relative

5. Diversification; sector and/or counterparty limits will be set to limit
concentration risk.
6.2

Counterparty Selection
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6.2.1

The Council employs the services of treasury management advisors (see
Section 6.14 below). Part of this service includes the supply of a suggested
credit listing. A sophisticated modelling approach is applied utilising credit
ratings from the three main credit rating agencies - Fitch, Moody’s and
Standard & Poor’s. The credit ratings of counterparties are then supplemented
with the following overlays:




credit rating agencies Watches and Outlooks – which indicate its
view regarding the degree of likelihood of a rating change and, in
most cases, the probable direction of that change;
CDS spread movements – that may give early warning of financial
stress; and
sovereign ratings – an assessment of the creditworthiness of a
country or sovereign entity where the institution is domiciled.

6.2.2

This modelling approach combines credit ratings, and any assigned Watches
and Outlooks in a weighted scoring system which is then combined with an
overlay of CDS spreads. The result of this is a series of bands used by the
Council to determine the suggested duration for investments, which indicate
the relative creditworthiness of counterparties.

6.2.3

The Council recognises that the responsibility for treasury management
decisions always remains with the Council. The Director of Finance and
Resources is authorised under delegated powers to further restrict or relax the
investment names, limits and durations in order to safeguard the Council’s
resources.

6.3

Investment Portfolio Limits
Portfolio limits are set to manage potential exposure to loss of investment
principal. Were losses to be incurred, this would present an immediate
pressure against revenue reserves. The Council has determined that no more
than £10m will be placed as unsecured investments with any single
organisation exposure other than Government entities. For diversified
investments such as Money Market Funds, no more than £15m will be placed
as unsecured investments per fund.

6.3.1

A group of banks under the same ownership will be treated as a single
organisation for limit purposes. Limits will also be placed on investments in
brokers’ nominee accounts.

6.3.2

Table 7 below sets out the investment portfolio limits:
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Table 7: Investment Portfolio Limits
Limit
UK Central Government (including local authorities)
Investments with Building Societies

Unlimited
Max. £80m in sector

Any single organisation or group under same ownership, except
Government institutions
Registered Providers

Unsecured: Max. £10m each
Secured: Max £20m each *
Max. £40m in total

Any group of pooled funds under the same management

Max. £20m each

Loans to unrated corporates

£10m in total

Negotiable instruments held in a broker’s nominee account

Max. £150m each

Money Market Funds

£150m in total

* sum of all deposits not to exceed Secured limit in total.

6.4

Approved Counterparties

6.4.1

Subject the Investment Portfolio Limits from Table 7 above, the Council may
invest its surplus funds with any of the counterparty types in Table 8 below,
with maximum limits (per counterparty/group) and durations according to
prevailing creditworthiness at the time of dealing.
Table 8: Approved Investment Counterparties and Limits

Long Term
Credit Rating

Unsecured
Max:
Up to:

UK Govt
AAA / Aaa
AA+ / Aa1
AA / Aa2
AA- / Aa3
A+ / A1
A / A2
A- / A3
None
Pooled Funds
and real estate
investment
trusts (REITs)

6.4.2

Banks/Building Societies

Max:
Up to:
Max:
Up to:
Max:
Up to:
Max:
Up to:
Max:
Up to:
Max:
Up to:
Max:
Up to:

Government

Secured

Corporates

Registered
Providers

£ Unlimited
n/a
50 yrs
£20m
£40m
£10m
£10m
20
yrs
50
yrs
20
yrs
20 yrs
£10m
5 yrs
£20m
£40m
£10m
10 yrs
25 yrs
10 yrs
£10m
£20m
£40m
£10m
£10m
4 yrs
5 yrs
15 yrs
5 yrs
10 yrs
£10m
£20m
£40m
£10m
3 yrs
4 yrs
10 yrs
4 yrs
£10m
£20m
£15m
£10m
2 yrs
3 yrs
5 yrs
3 yrs
£10m
£20m
£15m
£10m
£10m
13 mths
2 yrs
5 yrs
2 yrs
5 yrs
£10m
£20m
£15m
£10m
6 mths
13 mths
5 yrs
13 mths
£1m
£20m
£50k
£5m
n/a
6 mths
25 yrs
5 yrs
5 yrs
MMFs: Net Asset Value (NAV) £1bn or greater: £15m / NAV less than £1bn: 0.50%
per £50m [rounded up]
n/a

Property Funds (including REITs): Net Asset Value: 5% per £50m [rounded up]
Bond / Multi Asset Funds: £10m per fund

Banks/Building Societies: The combined secured and unsecured
investments in any one bank will not exceed the cash limit for secured
investments.
21

(133)

6.4.3

Banks/Building Societies Unsecured: Accounts, deposits, certificates of
deposit and senior unsecured bonds with banks and building societies, other
than multilateral development banks. These investments are subject to the risk
of credit loss via a bail-in should the regulator determine that the bank is failing
or likely to fail.

6.4.4

Banks/Building Societies Secured: Covered (collateralised) bonds, reverse
repurchase agreements (REPO) and other collateralised arrangements with
banks and building societies. These investments are secured on the bank’s
assets, which limits the potential losses in the unlikely event of insolvency and
means that they are exempt from bail-in risk. Where there is no investment
specific credit rating, but the collateral upon which the investment is secured
has a credit rating, the highest of the collateral credit rating and the
counterparty credit rating will be used to determine cash and time limits.

6.4.5

Government: Loans, bonds and bills issued or guaranteed by national
governments, regional and local authorities and multilateral development
banks. These investments are not subject to bail-in, and there is generally a
lower risk of insolvency, although they are not zero risk. Investments with the
UK Central Government may be made in unlimited amounts for up to 50 years.

6.4.6

Corporates: Loans, bonds and commercial paper issued by companies other
than banks and registered providers. These investments are not subject to bailin but are exposed to the risk of the company becoming insolvent. Loans to
unrated companies will only be made as part of a diversified pool in order to
spread the risk widely.

6.4.7

Registered Providers: Loans and bonds issued by, guaranteed by or secured
on the assets of Registered Providers of Social Housing and Registered Social
Landlords, formerly known as Housing Associations. These bodies are tightly
regulated by the Regulator of Social Housing and, as providers of public
services they retain the likelihood of receiving government support if needed.

6.4.8

Pooled Funds: Shares or units in diversified investment vehicles consisting of
the any of the above investment types, plus equity shares and property. These
funds have the advantage of providing wide diversification of investment risks,
coupled with the services of a professional fund manager in return for a fee.
Short term Money Market Funds that offer same-day liquidity and very low or
no risk of price fluctuation will be used as an alternative to instant access bank
accounts, while pooled funds whose value changes with market prices and/or
have a notice period may be used for longer investment periods.

6.4.9

Bond, equity and property funds offer enhanced returns over the longer term
but are more volatile in the short term. The funds themselves may not be credit
rated, however the assets within the fund will follow a strict selection criterion
including the assignment of appropriate minimum credit ratings. These funds
would allow the Council to diversify into asset classes other than cash without
the need to own and directly manage the underlying investments. Because
these funds have no defined maturity date but are available for withdrawal after
a notice period, their performance and continued suitability in meeting the
Council’s investment objectives will be monitored regularly.
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6.4.10

Real estate investment trusts (REITs): Shares in companies that invest
mainly in real estate and pay most of their rental income to investors in a similar
manner to pooled property funds. As with property funds, REITs offer
enhanced returns over the longer term but are more volatile especially as the
share price reflects changing demand for the shares, as well as changes in the
value of the underlying properties.

6.5

Investment Classifications

6.5.1

A key requirement of the annual investment strategy is the identification,
classification and approval of investment instruments available for use.
Financial investments can fall into one of three categories:
1) Specified investments – includes those with a high level of credit
quality and subject to a maturity limit of one year, or have less than a
year left to run to maturity if originally they were as being non-specified
investments solely due to the maturity period exceeding one year;
2) Loans – to local enterprises, local charities, wholly owned companies
and joint ventures as part of a wider strategy for local economic growth;
and
3) Non-specified investments - includes those with a lower credit quality,
can be for periods in excess of one year, and/or are more complex
instruments which require greater consideration before use.

6.5.2

A defined the list of the classification and type of investment instruments
authorised for use is included at APPENDIX S(iv).

6.6

Accounting Standards
International Financial Reporting Standard (IFRS) 9

6.6.1

Under IFRS 9, the accounting method for certain investments depends on the
Council’s “business model” for managing them. The Council aims to achieve
value from its internally managed treasury investments by a business model of
holding the investments to maturity and collecting the associated contractual
cash flows that derive (as appose trading these instruments in active markets).
Therefore, where other criteria are also met, these investments will continue to
be accounted for at amortised cost.

6.6.2

Also under IFRS 9 is an Expected Credit Loss (ECL) model requirement for
impairment of financial assets, in contrast to the Incurred Credit Loss model
under previous accounting regulations. The ECL model requires the Council to
assess the potential probability risk of default, the likely loss given default, and
the altered timing of payments on relevant financial assets, rather than an
assessment based on evidence that a default has taken place.

6.6.3

The Council recognises material ECL on financial assets held at amortised
cost, either on a 12-month or lifetime basis. The ECL model also applies to
lease receivables and contract assets.
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6.6.4

Impairment losses are calculated to reflect the expectation that future cash
flows might not take place because the borrower could potentially default on
their obligations. This strategy sets out the framework for assessing
counterparty credit risk and the techniques applied to monitor, manage and
mitigate those risks. Credit risk plays a crucial part in assessing potential
losses:
1) Where the risk has not increased significantly since initial measurement
or it remains low, losses are assessed based on 12-month expected
losses; or
2) Where the risk has increased significantly since initial measurement,
losses are assessed on a lifetime basis.

6.6.5

Loss allowances reduce the carrying amount of financial assets on the Balance
Sheet and are a real cost charged against the revenue account. If the credit
risk changes over time then so does the loss provision, to either the benefit or
detriment to the revenue account. Prior to eventual derecognition when the
asset matures or is sold, the loss allowance is reversed to the benefit of the
revenue account with the carrying amount of the financial asset on the Balance
Sheet reinstated.

6.6.6

The Council has set aside an earmarked reserve provision of £0.400m to
protect against the risk of adverse movements in investments, including credit
risk. At 31st March 2020, the Council assessed its ECL as £0.247m; £0.100m
related to treasury investments and £0.147m related to its loan to its wholly
own company MKDP (see Section 3.3 above). As the ECL is lower than the
earmarked reserve provision, no loss provision has been charged to the
revenue account to date.

6.7

Extreme Market Conditions

6.7.1

When deteriorating financial market conditions affect the creditworthiness of
all organisations this may not be immediately reflected in credit ratings but can
be seen in other market measures. In these circumstances the Council will
restrict its investments to those organisations of higher credit quality and
reduce the maximum duration of its investments to maintain the required level
of security. The extent of these restrictions will be in line with prevailing
financial market conditions. If these restrictions mean that insufficient
commercial organisations of high credit quality are available to invest the
Council’s cash balances, then the surplus will be deposited with the UK
Government (via the Debt Management Office, invested in government paper,
or with other local authorities). This will cause a reduction in the level of
investment income earned but will minimise capital risk to the principal sum
invested.

6.8

Treasury Indicator – Investment related

6.8.1

As outlined in Section 2, Capital Prudential Indicators are set within the Capital
Strategy. There is one investment related Treasury Indicator applied to restrain
the activity of the treasury function to manage risk. However, set too
restrictively they will impair the opportunities to reduce costs and/or improve
performance. The investment related Treasury Indicator is:
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Total principal funds invested for longer than 365 days. These limits
are set in order to reduce the need for early sale of an investment.

Table 9: Upper limits on investments for longer than 365 days

Upper Limit

2021/22
Forecast
£m

2022/23
Forecast
£m

2023/24
Forecast
£m

2024/25
Forecast
£m

2025/26
Forecast
£m

75.000

75.000

75.000

75.000

75.000

6.9

Council’s Bankers

6.9.1

Should the long-term credit rating of the Council’s incumbent bankers fall below
A- / A3, the Council may continue to place up to a maximum of £10m on an
instant-access overnight basis only. If enacted, this practice will be kept under
daily review.

6.9.2

Contractual rights allow the Council to exit the banking contract at short notice
if the bank’s credit ratings fall below an acceptable level.

6.10

Financial Planning

6.10.1

For its cash flow generated balances, the Council will seek to utilise money
market funds, business reserve accounts, short-notice accounts, and shortdated deposits (overnight to three months) in order to benefit from the
compounding of interest and liquidity.

6.10.2

Core investment funds (those not required to fund immediate cash flow
requirements) may be deposited for longer periods, in line with the criteria
detailed within this report and relevant indicators.

6.10.3

Prudent estimated investment returns for future years have been fed through
into the Council’s Medium-Term Financial Plan (MTFP).

6.11

Local Authority Mortgage Scheme (LAMS)

6.11.1

The Council may assess the viability of a Local Authority Mortgage Scheme
(LAMS) whereby the Council assists first-time buyers entering the housing
market.

6.11.2

The Minimum Revenue Provision policy (APPENDIX S(ii)) and Specified and
Non-Specified Investments assessment (APPENDIX S(iv)) include appropriate
reference to this scheme, should the Council decide to pursue this.

6.12

End of Year Outturn Report

6.12.1

At the end of the financial year, the Council will report on its investment activity
as part of its Annual Treasury Report.

6.13

Policy on the use of external service providers
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6.13.1

Following competitive tender in August 2020, the Council appointed Link
Group, Treasury solutions as its external treasury management advisors. The
Council recognises that responsibility for treasury management decisions
always remains with the Council 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.

6.13.2

The Council will ensure that the terms of their appointment and the methods
by which their value will be assessed are properly agreed, documented and
subjected to regular review.

6.14

Scheme of Delegation and Role of the Section 151 Officer

6.14.1

Please refer to APPENDIX S(iv) which sets out the responsibilities for treasury
management.

6.15

Policy on Use of Financial Derivatives

6.15.1

Local authorities have previously made use of financial derivatives embedded
into loans and investments both to reduce interest rate risk (e.g. interest rate
collars and forward deals) and to reduce costs or increase income at the
expense of greater risk (e.g. LOBO loans and callable deposits). The general
power of competence in Section 1 of the Localism Act 2011 removes much of
the uncertainty over local authorities’ use of standalone financial derivatives
(i.e. those that are not embedded into a loan or investment).

6.15.2

The Council will only use standalone financial derivatives (such as swaps,
forwards, futures and options) where they can be clearly demonstrated to
reduce the overall level of the financial risks that the Council is exposed to.
Additional risks presented, such as credit exposure to derivative
counterparties, will be considered when determining the overall level of risk.
Embedded derivatives, including those present in pooled funds and forward
starting transactions, will not be subject to this policy, although the risks they
present will be managed in line with the overall treasury risk management
strategy.

6.15.3

Financial derivative transactions may be arranged with any organisation that
meets the approved investment criteria. The current value of any amount due
from a derivative counterparty will count against the counterparty credit limit
and the relevant foreign country limit.

6.16

Property Fund for Temporary Accommodation

6.16.1

The Council has invested in the Real Lettings Property Fund managed by
Resonance UK (a Social Investment Company) to provide up to 70 property
units to address the urgent need for suitable temporary accommodation in
Milton Keynes.

6.16.2

The principal objective for this investment is the derived service benefit (the
provision of temporary housing) rather than the return on the investment (the
anticipated revenue interest and capital growth). As such, this scheme will be
managed and monitored in line with the criteria of the Capital Strategy. This
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investment was classed as capital expenditure and financed by prudential
borrowing.
6.16.3

The Council expects its investment to be returned in full, and with surpluses
accruing from capital growth so no Minimum Revenue Provision (MRP) will be
made. The values of the fund and the underlying assets will be kept under
review, which may lead to initiating an MRP charge in the future.
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APPENDIX S(i) – TREASURY MANAGEMENT POLICY STATEMENT
Treasury Management activity within this Council will be undertaken in accordance with
the CIPFA Code of Practice for Treasury Management in the Public Services (The TM
Code).
1. This organisation defines its treasury management activities as:
The management of the organisation’s investment and cash flows, its banking,
money market and capital market transactions; the effective control of the risks
associated with those activities; and the pursuit of optimum performance consistent
with those risks.
2. This organisation regards the successful identification, monitoring and control of
risk to be the prime criteria by which the effectiveness of its treasury management
activities will be measured. Accordingly, the analysis and reporting of treasury
management activities will focus on their risk implications for the organisation, and
any financial instruments used to manage these risks.
3. This organisation acknowledges that effective treasury management will provide
support towards the achievements of its business and service objectives. It is
therefore committed to the principles of achieving value for money in treasury
management, and to employing suitable comprehensive performance
measurement techniques, within the context of effective risks management.
In adopting the TM code, this Council shall apply the following four key principles:
1. This organisation will create and maintain, as the cornerstone for effective treasury
management:
i. A treasury management policy statement, stating the policies, objectives
and approach to risk management of its treasury management activities
(this document);
ii. Suitable treasury management practices (TMPs), setting out the manner in
which the organisation will seek to achieve those policies and objectives,
and prescribing how it will manage and control those activities.
The content of the policy statement (this document) and TMPs will follow the
recommendations contained in Section 6 and 7 of the Code, subject only to
amendment where necessary to reflect the particular circumstances of the
organisation. Such amendments will not result in the organisation materially
deviating from the Code’s key principles.
2. Cabinet will receive reports on its treasury management policies, practices and
activities, including, as a minimum, an annual strategy and plan in advance of the
year, a mid-year review and an annual report afters its close, in the form prescribed
in the TMPs.
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APPENDIX S(i) – TREASURY MANAGEMENT POLICY STATEMENT
cont.
3. This organisation delegates responsibility for the implementation and regular
monitoring of its treasury management policies and practices to Cabinet, and for
the execution and administration of treasury decisions to the Director of Finance
and Resources who will act in accordance with the organisation’s policy statement
and TMPs and CIPFA’s Standard Professional Practice on Treasury Management.
4. This organisation nominates Budget Review Group to be responsible for ensuring
effective scrutiny of the Treasury Management Strategy and Policies.
Summary of approach to Borrowing and Investments
Full details of the Council’s approach to Borrowing and Investment are contained within
the main Treasury Management Strategy report. In summary, these are:
Borrowing; The Council will maintain a cautious approach to borrowing and adopt a
pragmatic approach to changes in market circumstances but ensuring cashflow
requirements and capital financing needs are met. The Council will also aim to structure
borrowing to ensure that the HRA has sufficient capital to meet asset management needs
whilst minimising the cost of carrying excessive debt to the HRA. The Council will not
borrow in advance purely to profit from the investment of the extra sums borrowed. Loan
rescheduling opportunities shall be kept under review.
Investments; The Council’s investment priorities will be security, liquidity, and yield –
strictly in that order. Investment activity shall be conducted in accordance the adopted
Annual Investment Strategy (AIS). The Council will manage investment balances with
reference to core funds, cash flow requirements and the outlook for interest rates.
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APPENDIX S(ii) – MINIMUM REVENUE PROVISION (MRP) POLICY
The Council is required to pay off an element of the accumulated General Fund borrowing
requirement used to fund capital spend each year (the CFR) through a revenue charge
(the minimum revenue provision - MRP), although it is also allowed to undertake
additional voluntary payments if required (voluntary revenue provision - VRP).
MHCLG Regulations have been issued which require the full Council to approve an MRP
Statement in advance of each year. Four primary options are set out to Councils, but this
does not preclude other options so long as there is a prudent provision.
The Council is recommended to approve the following MRP Statement:
Capital Expenditure incurred before 1st April 2008 or future SCE
From 2015/16, for capital expenditure incurred before 1 April 2008 or which in the future
will be Supported Capital Expenditure, MRP will be charged on a 2% straight line basis,
net of ‘Adjustment A’. This ensures that this debt will be repaid within 50 years. Previously,
the Council charged MRP in line with former DCLG Option 1. This option provided for an
approximate 4% reduction in the supported borrowing need (CFR) each year.
Any backlog overprovision of MRP resulting from this change of calculation basis may be
adjustment by reducing future annual MRP charges (in part or in full) in a prudent manner,
considering the wider impact upon the Council’s financial position.
Capital Expenditure incurred after 1st April 2008
From 1 April 2008 for all unsupported borrowing except those separately listed in this
Policy (including PFI and finance leases) the MRP policy will be either:


Asset Life Method – MRP will be based on the estimated life of the assets, in
accordance with the proposed regulations (this option must be applied for any
expenditure capitalised under a Capitalisation Direction) (known as Option 3);



Depreciation method – MRP will follow standard depreciation accounting
procedures (known as Option 4);

These options provide for a reduction in the borrowing need over the approximate asset’s
life.
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.

APPENDIX S(ii) – MINIMUM REVENUE PROVISION (MRP) POLICY cont.
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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.
Housing Revenue Account (HRA)
There is no statutory requirement to charge MRP on HRA debt liability. But in not doing
so, no prudent provision is made for its eventual repayment. Charging MRP ensures that
lifecycle provision is made for the replacement of assets by cleared the debts used to
fund them.
Authorities are free to make Voluntary Additional Payments (VAP), effectively
overpayments, to reduce debt liability quicker if they so wish. Voluntary overpayment
above the minimum requirements, or in the case of the HRA where not statutorily required,
can be clawed back in future years if deemed necessary provided the council discloses
the annual and cumulative value of overpayments each year.
For historic HRA debt liability, the Council will only charges voluntary MRP where
sufficient surpluses are identified within the HRA business plan to support repayments.
For new HRA unsupported borrowing, straight line voluntary MRP will be applied
reflecting the consumption period of those assets as:
 Land acquisitions; Nil, its value to the HRA is not expected to diminish;
 Regeneration schemes; 2% per annum / write down over 50 years;
 New HRA house build schemes; 1% per annum / write down over 100 years;
 Build of houses to be sold on open market; Nil, the debt liability will be repaid from
eventual sale proceeds;
 HRA house open market acquisitions; on an estimated remaining asset life basis
set under delegated authority by the Section 151 officer.
This policy ensures a more commercial financial approach to HRA borrowing plans by
requiring cash provision to be set aside for eventual debt repayment where appropriate,
but also allows the HRA flexibility to use its surplus funds to repay its debts or invest in
further housing provision.
Assets for Future Development
For assets acquired for future development, where it is anticipated that the future sale
proceeds of the asset will offset the cost, the repayment of the debt may be funded from
future capital receipts arising as an alternative prudent provision (thus negating the
requirement to provide for MRP). This approach will be reviewed on an annual basis, to
ensure that anticipated capital receipts continue to offset the cost of the debt.
Commercial Property Investments
For property assets purchased under the Commercial Property Investment Strategy, the
Council may apply a voluntary MRP charge (VRP) on a 10% proportion of the assets

APPENDIX S(ii) – MINIMUM REVENUE PROVISION (MRP) POLICY cont.
value over a 15 year period to reflect a realistic level of principal risk, on the basis that the
assets will typically be held for a period of between 10 to 20 years.
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This approach demonstrates regard to Government guidance on prudent provision and,
at the same time, ensures that the Council retains the flexibility to reverse this voluntary
set-aside provision at a future date should the assets be sold, or the value of the assets
increase.
Local Authority Mortgage Scheme (LAMS)
For authorities who participate in the Local Authority Mortgage Scheme (LAMS) using a
cash backed option, the mortgage lenders require a 5-year deposit from the local authority
to match the 5-year life of the indemnity. The deposit placed with the mortgage lender
provides an integral part of the mortgage lending and is treated as capital expenditure
and a loan to a third party.
The Capital Financing Requirement (CFR) will increase by the amount of the total
indemnity. The deposit would be returned in full at maturity, with interest paid either
annually or on maturity. Once the deposit matures and funds are returned to the local
authority, the returned funds are classed as a capital receipt, and the CFR will reduce
accordingly.
As this constitutes a temporary (5 year) arrangement and the funds will be returned in full,
there is no need to set aside prudent provision to repay the debt liability in the interim
period, so there is no MRP application.
Property Fund for Temporary Accommodation
The Council has entered into an agreement to invest in the Real Lettings Property Fund
managed by Resonance UK (a Social Investment Company) to provide up to 70 property
units to address the urgent need for suitable temporary accommodation in Milton Keynes.
The Council expects its investment to be returned in full, and with surpluses accruing
from capital growth so no Minimum Revenue Provision (MRP) will be made. The values
of the fund and the underlying assets will be kept under review, which may lead to
initiating an MRP charge in the future.
MRP Overpayments
MRP charges made over the statutory minimum, voluntary revenue provision or
overpayments, can, if needed, be reclaimed in later years if deemed necessary or
prudent. For these sums to be reclaimed for use in the budget, this policy must disclose
the in-year and cumulative overpayments made each year.
As mentioned above, in 2015/16 the Council changed method for calculation of MRP on
historic debt liability (Capital Expenditure incurred before 1st April 2008 or future SCE).
This resulted in the identification of a £30.430m over-provision of MRP had the revised
treatment been applied since inception of the Prudential Code. The Council has used

APPENDIX S(ii) – MINIMUM REVENUE PROVISION (MRP) POLICY cont.
this over-provision to negate historic debt liability MRP charges of £16.016m from 2016/17
to 2019/20, leaving £14.414m yet to be reversed. £3.961m of historic debt liability MRP
will continue to be negated in full between 2020/21 to 2022/23 with the residual £2.531m
balance applied in 2023/24.
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In order to adopt a more commercial-style financial approach to unconstrainted selffinancing HRA borrowing plans, the Section 151 Officer may instruct that a voluntary cash
provision be set aside for eventual debt repayment. This will ensure borrowing decisions
remain prudent and affordable, and give HRA flexibility to use these accumulating
surpluses funds to repay its debts or invest in further housing provision.
At 31st March 2020, no such over-provision had yet been made.
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Interest rate forecast provided by Link Group (the Council’s treasury advisors) shown alongside those of Capital Economics
(independent economic commentators). PWLB rates shown below reflect certainty rates. This forecast was originally compiled in
November 2020 but predicated on a trade agreement being reached between the UK and EU, and as this was subsequently the
case, a January 2021 review confirmed no changes were required.

APPENDIX S(iii) – ECONOMIC AND INTEREST RATE FORECAST (JANUARY 2021)
2020 - 2024
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Main upside risks:
 Stronger than currently expected recovery in UK economy, especially if there was a post-pandemic return to full economic
activity across all sectors of the economy.
 The Brexit trade agreement removes many of the immediate threats of economic disruption between the EU and UK.
 The Bank of England is too slow in its pace and strength of increases in Bank Rate and, therefore, allows inflationary pressures
to build up too strongly, which then necessitates a later rapid series of increases in Bank Rate faster than currently expected.

Main downside risks:
 Further national lockdowns or severe regional restrictions during 2021.
 UK / EU trade negotiations – a trade deal has been agreed but the EU has yet to agree “equivalence” rulings to most sectors
of UK financial services industry. Financial services in the EU are not governed by a single set of regulations, and overall there
are some 59 areas where equivalence decisions are possible, so the EU is not able to issue one decision to maintain existing
level of market access.
 Bank of England acts too quickly, or too far, over the next three years to raise Bank Rate and causes UK economic growth,
and increases in inflation, to be weaker than we currently anticipate.
 A resurgence of the Eurozone sovereign debt crisis.
 Weak capitalisation of some European banks could extend further depending on credit losses resultant of the pandemic.
 Geopolitical risks, for example in China, Iran or North Korea, but also in Europe and other Middle Eastern countries, which
could lead to increasing safe haven flows.

The overall balance of risks to economic growth in the UK is probably now skewed to the upside but is subject to major uncertainty
due to coronavirus. There is relatively little UK domestic risk of increases or decreases in Bank Rate or significant changes in shorter
term PWLB rates. The Bank of England has effectively ruled out the use of negative interest rates in the near term and increases in
Bank Rate are likely to be some years away given the underlying economic expectations. However, it is always possible that market
volatility could prompt safe haven flows which would impact gilt yields and so in turn PWLB rates.

Balance of risks to UK interest rate forecast (January 2021):

APPENDIX S(iii) – ECONOMIC AND INTEREST RATE FORECAST (JANUARY 2021)
2020 - 2024
Cont.

APPENDIX S(iv) – SPECIFIED AND NON-SPECIFIED INVESTMENTS
Specified Investments; Sterling investments of not more than one-year maturity, or
those which could be for a longer period but where the Council has the right to be repaid
within 12 months if it wishes.
Non-Specified Investments; Any other type of investment which does not meet the
criteria to be classified as specified.
The Council has accessed the classification of investment products as follow:
Specified Investments
(Maturities up to 1 year)
Debt Management Agency Deposit Facility
Call / Notice accounts - banks & building
societies
Term deposits* – local authorities &
housing associations/registered social
landlords
Term deposits* – banks & building
societies
Certificates of deposits* – banks & building
societies

Non Specified Investments
(Maturity in excess of 1 year)
Term deposits – local authorities & housing
associations/registered social landlords
Term deposits – banks and building
societies
Certificates of deposits – banks & building
societies
Fixed term deposits with variable rate and
variable maturities:- Structured deposits
UK Government Gilts

UK Government Gilts

Commercial Papers/Corporate Bonds

Reverse Repurchase Agreements*
(REPOs)

Reverse Repurchase Agreements
(REPOs)

Covered Bonds*

Covered Bonds

Asset Back Securities*

Asset Back Securities

Collective Investment Schemes structured as Open Ended Investment Companies
(OEICs): 1. Government Liquidity Funds

1. Bond Funds / Gilt Funds

2. Money Market / Enhanced cash funds

2. Multi Asset Funds

3. Bond Funds / Gilt Funds

3. Property Funds

4. Multi Asset Funds
Closed-End Investment Companies (CICs): 1. Property Funds
Local Authority Mortgage Guarantee Scheme; under such scheme the Council would
be required to place funds to underwrite risk of default for a period of years. If undertaken
this would be classified as a service investment rather than a treasury management
investment, and fall outside of the Specified/Non-specified categories.
* - If forward dealing, the forward period plus the deal period should not exceed one year
in aggregate to classify as a specified investment. Any forward deposits in excess of one
year in aggregate will classify as non-specified.
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APPENDIX S(v) – RESPONSIBILITIES FOR TREASURY MANAGEMENT
(i)




(ii)




(iii)











Council
approval of annual strategy;
budget consideration and approval.
Cabinet
receiving and reviewing reports on treasury management policies,
practices and activities;
approval of/amendments to the organisation’s adopted clauses and
treasury management policy statement;
approval of the division of responsibilities;
receiving and reviewing regular monitoring reports and acting on
recommendations;
The S151 (responsible) officer
recommending clauses, treasury management policy/practices for
approval, reviewing the same regularly, and monitoring compliance;
reviewing the treasury management policy and procedures.
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;
approving the selection of external service providers and agreeing terms
of appointment.
delegated authority for operational treasury management decisions as
appropriate (as set out in this strategy).
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APPENDIX S(vi) – HRA DEBT COSTS; INTERNAL RECHARGE BASIS
Under a two-pool approach to allocating debt costs between the HRA and General
Fund, the HRA is expected to be fully funded to its Capital Financing Requirement
(CFR) where possible. Where this is not possible, any residual differences are charged
based on:
HRA Loans CFR: short term loans payable Average rate on GF external debt, or a pre(under-funded CFR; HRA borrowing arranged formally agreed borrowing rate
internally from GF)
referenced to a PWLB equivalent rate.
Average rate on external investments
HRA Loans CFR: short term loans
excluding any earmarked GF investments,
receivable (over-funded CFR; HRA lending
or for earmarked HRA reserves an actual
internally to GF)
external investment rate.
Average rate on external investments +
HRA Cash balances: short term loans
5.0%, or a pre-arranged formally agreed
payable (cash balances overdrawn; HRA
borrowing rate referenced to a market
borrowing internally from GF)
equivalent rate.
Average rate on external investments
HRA Cash balances: short term loans
excluding any earmarked GF investments,
receivable (cash balances in hand; HRA
or for earmarked HRA reserves an actual
lending internally to GF)
external investment rate.
Additional considerations include:
1. Debt management expenses are charged to the HRA on an apportioned basis that
considers the weighting of time spent on managing debt and investments
respectively.
2. Risk associated with external loans sit with either the GF or HRA depending on
which of these the loan has been earmarked to. This will include interest rate risk,
for example the risk of interest rate rises associated with variable loans.
3. Similarly, risk associated with any external investment of earmarked medium term
HRA reserves sits with the HRA. This will include the risk of impairment in the
event of the failure of an investment counterpart.
4. Where risk cannot be identified specifically to either the General Fund or HRA, it
is apportioned fairly between the two using relevant available data. For example,
investment of general surplus cash balances is undertaken in aggregate in the
name of the General Fund but in the event of impairment or loss, costs will be
apportioned between the two funds based on an estimated proportion of cash
balances held.
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ANNEX W
2021/22 REVENUE BUDGET AND COUNCIL TAX
THE LEGAL FRAMEWORK GOVERNING BUDGET DECISIONS

1)

The Council is required to set a Council Tax for 2021/22 before 11th March 2021. It
may not be set before all precepts have been issued or before 1st March 2021,
whichever is the earlier, and the decision cannot be delegated to a committee or to
Officers. Before setting the level of the tax the Council must have agreed a balanced
budget, differentiated by services, which is sufficient to meet estimated revenue
expenditure, levies, contingencies, any deficit estimated to be brought forward from
previous years, and any amounts required to be transferred between funds. The tax
itself must be sufficient to cover the difference between the agreed budget less
government grants credited to the consolidated revenue account, and any other
expenditure which must be met from the Collection Fund, less any surplus (or plus
any deficit) brought forward from previous years.

2)

In reaching decisions on these matters, Councillors are bound by the general
principles of administrative law. Where there is discretion, it must not be abused or
fettered. All relevant considerations must be taken into account and no irrelevant
ones. Any decision made must be one that only a reasonable authority, properly
directing itself, could have reached. Councillors must also balance the interests of
service users against those who contribute to the Council’s finances. The full
resources available to the Council must be deployed to their best advantage and
Councillors must act prudently and in a business like manner at all times.

3)

Among the relevant considerations, which Councillors must take into account in
reaching their decisions are the advice of officers. In considering the advice of
officers, and the weight to be attached to that advice, Councillors should have regard
to the personal duties placed upon the Director of Finance and Resources, the
Council’s Section 151 Officer. The Council may take decisions which are at variance
with his advice, providing there are reasonable grounds to do so. However,
Councillors may expose themselves to risk if they disregard clearly expressed advice,
for example as to the level of provision required for contingencies, bad debts and
future liabilities.

4)

The Section 151 Officer is required by the Local Government Act 1972 and by the
Accounts and Audit (England) Regulations 2015 to ensure that the Council’s
budgeting, financial management, and accounting practices meet relevant statutory
and professional requirements. Furthermore Section 25 of the Local Government Act
2003 requires the Director of Finance and Resources to comment on the robustness
of the budget estimates and the adequacy of reserves.

5)

Councillors must also have regard to, and be aware of, the wider duties placed upon
the Council by various statutes governing the conduct of its financial affairs. These
include the distinction between revenue and capital expenditure, specified within the
Local Government and Housing Act 1989. The Local Government Act 2003 requires
that the prudential borrowing limits are set by the Council having regard to the
Chartered Institute of Public Finance and Accountancy (CIPFA) Prudential Code (“the
code”). This sets out a framework for self-regulation of capital spending, in effect
allowing Councils to invest in capital projects without any limit, so long as they are
affordable, prudent and sustainable. To facilitate this arrangement the code requires
the Council to agree and monitor a number of prudential indicators.
(152)

6)

Section 106 of the Local Government Finance Act 1992 makes it a criminal offence
for any Councillor with arrears of Council Tax which have been outstanding for two
months or more to attend any meeting of the Council or one of its committees at which
a decision affecting the budget is to be made, unless the Councillor concerned
declares at the outset of the meeting that he or she is in arrears, and will not be voting
on the decision for that reason. The Councillor concerned must also, of course then
abstain from voting. The application of Section 106 is very wide and there have
already been several successful prosecutions under this legislation. It can include
meetings held at any time during the year, not just the annual budget meeting, and it
may include meetings of committees or subcommittees as well as Council meetings.
Councillors should be aware that the responsibility for ensuring that they act within
the law at all times rest solely with the individual Councillor concerned.

7)

Having set a budget at the beginning of the year, the Council is also under a duty to
monitor that budget during the course of the year and to take remedial action if at any
time it appears likely that expenditure will exceed available resources. Councillors
should also be aware of the duty of the Section 151 Officer under Section 114(3) of
the 1988 Act to report to the Council if it appears that this will happen, and of the
impact of Section 115(6) which prohibits any new agreement which would incur
expenditure from being entered into following the issuing of such a report and pending
its consideration by the Council. The Councillors of the Council, having received a
Section 114 report are obliged to take all reasonable practicable measures to bring
the budget back into balance.

8)

A Section 114 report can create great instability within an authority and can only be
avoided by prudent budgeting and effective budgetary control. This adds emphasis
to the need for an adequate contingency provision and a strong corporate
commitment to holding chief officers accountable for containing expenditure within
cash limits approved during the budget process.

9)

Finally, Councillors are reminded of their fiduciary duty to weigh the needs of the
interests of service users against those who contribute to the authority’s funds, and
to act prudently at all times. Lawful discretions must not be abused or fettered, and
in reaching their decisions Councillors must take account of all relevant
considerations, disregard irrelevant considerations, and not come to a decision which
no reasonable authority could reach. Among the relevant considerations which
Councillors must take into account are the views of commercial ratepayers which are
set out in Appendix 10 of the report.

10)

It is the duty of the Director of Finance and Resources as the Section 151 Officer to
provide the relevant financial information, which is or ought to be available and advise
on the financial prudence of options before Councillors, and Councillors must take
account of such information and advice in reaching their decisions. However, officers
are not permitted to second guess the wisdom of the Council’s Policy or to substitute
their judgement for that of Councillors. The Council is therefore free to take decisions
which are at variance with the advice of those officers, providing there are reasonable
grounds to do so.

11)

The Director of Finance and Resources must consider whether in his view the Council
has agreed a balanced budget which is capable of delivery taking all known factors
into account. In the event that he considers this not to be the case, then he has a
personal duty to indicate this by issuing the Council with a notice under Section 114.
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1

Purpose

1.1

This plan sets out how the Council will address its financial challenges, prioritise
the resources it has and support the delivery of the Council Plan. Unlike previous
plans this is being done against an unprecedented backdrop of a global pandemic
which has and will continue to change all aspects of what the Council deliver.
There continues to be no funding strategy from government and the financial
impact of the pandemic on public finances, together with the wider economy has
created a very fluid and unpredictable backdrop.

1.2

The Council has responded effectively to the initial challenges presented by the
pandemic both in terms of making critical service decisions and strengthening its
financial and risk management approach. The Council will need to continue to
evolve and respond to the rapid changes taking place within our communities,
business sector and wider economy to ensure that the Council continues to
provide support and leadership whilst remaining financially resilient.

1.3

This plan sets out the key financial planning assumptions, considers the key
financial risks and provides the framework from which the Council will deliver
the Council Plan on a financially sustainable basis.

Ambition for Milton Keynes
1.4

Milton Keynes has a successful economy and is a successful place:
Milton Keynes is one of the UK’s fastest growing economies, both in terms of
employment and output. The latest UK Powerhouse reports produced by Irwin
Mitchell (November 2020) forecasts that by Q4 2021 Milton Keynes will be the
fastest growing economy of any UK city. The city is highly productive, Gross
Domestic Product (GDP) for 2018 was £15.69bn, with a GDP of £84,784 per
worker – one of the highest in the country outside of London.
The latest Centre for Cities City Outlook publication (2020) on the UK’s 63 largest
towns and cities reported that Milton Keynes had the:
4th highest GDP per worker
2nd highest business stock per 10,000 population
4th highest start-up rate per 10,000 population
In 2019 (the latest available data), there were 183,000 jobs in Milton Keynes. This
equates to a job density of 1.17, meaning there are more jobs in the MK
economy than working age residents. In terms of sectors, there is a lot of
diversity. By employee jobs, Wholesale and Retail is still the largest sector
(31,000 or 16.9% of all jobs) followed by administrative and support services
(18,000, 9.8%); education (18,000 jobs, 9.8%); transportation and storage
(18,000, 9.8%); Human health and social work activities (17,000, 9.3%).
The Claimant Count stood at 6.2% (10,425individuals) in November 2020. The
2
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Unemployment Rate in Milton Keynes is lower than the national (UK) rate of
6.3%, but higher than the South East Midlands (SEMLEP) rate of 5.9%.
1.5

It should also be recognised however, that Milton Keynes also has areas of
deprivation. The latest English Indices of Deprivation data (2019) ranked Milton
Keynes the 172nd most deprived Local Authority (out of 317), 8 out of 152 of its
local areas feature within the top 10% most deprived areas in the country. The
MK Child Poverty commission reported that 22,940 children in Milton Keynes are
living in poverty after Housing Costs.

1.6

In July 2016, the MK Futures 2050 Commission published their report “Making a
Great City Greater” which was endorsed by full Council and proposed a
programme to deliver continued growth and economic success for Milton
Keynes. The Commission identified the need for a new long-term strategy to
guide the next phase of the development of Milton Keynes. The Milton Keynes
Strategy for 2050 was consequently developed through detailed evidence studies
and extensive public and stakeholder engagement that included a draft strategy
published for comment in January 2020 for 18-weeks and a subsequent 5-week
long review of the impacts of COVID-19. It was agreed by Cabinet on 15
December 2020 and then by Council on 20 January 2021.

1.7

The Strategy sets out a long-term approach to spatial development. It aims for a
steady population increase to around 410,000 people in the borough by 2050 as
the best means of achieving Seven Big Ambitions:






strengthen those qualities that make Milton Keynes special;
make Milton Keynes a leading green and cultural city – by global standards;
ensure everyone has their own decent home to rent or buy;
build safe communities that support health and wellbeing;
provide jobs for everyone by supporting our businesses, and attracting new
ones;
 offer better opportunities for everyone to learn and develop their skills; and
 make it easier for everyone to travel on foot, by bike and with better public
transport.
1.8

The Strategy includes a commitment to provide essential infrastructure and
services, including a Mass Rapid Transit System. It also commits to keep and
strengthen those things that make Milton Keynes special – green spaces and
trees, being able to move around easily using grid roads and redways, a vibrant
economy and diverse communities and a strong community spirit. It includes
proposals to help achieve the council’s ambition to be carbon neutral by 2030
and to support the mental and physical health of the community.

1.9

The Strategy for 2050 has been prepared to provide ambition and focus at a time
of great uncertainty but to be flexible to adapt to changing circumstances.
Cabinet has required that a delivery programme be created by the end of June
2021. The Council’s budget has allocated funding to undertake detailed work on
Mass Rapid Transit and infrastructure planning. The delivery programme will also
explore the potential of new forms of delivery vehicles and seek new
partnerships, including with government and Homes England, that will help
3
(156)

secure the investment in public services and infrastructure necessary to secure
high quality growth. The council is also working with government and partners
across the Oxford to Cambridge Arc on joint economic and development plans.
1.10

We have produced a Council Plan, which sets out the vision, values and
objectives for the Council. The revised Council Plan 2016 -22 was adopted at
Council on 17 June 2020.

1.11

The delivery of this Council Plan will determine the financial choices we need to
make over the medium term. However, the overall financial position is very
challenging; the choices we will need to make will be very difficult.

1.12

The Labour Group and Liberal Democrat Group signed a new Agreement to Work
in Partnership (The Agreement), on 01 May 2020. The revised Council Plan 2016
- 22 is based on the joint key priorities and deliverable policies agreed by the
Labour and Liberal Democrat Groups, as set out in the Agreement.

1.13 Given the nature of the Council Plan, some of the work involves identifying

solutions and programmes which will address key priorities and therefore further
resource implications are still to be identified.
2
2.1

Financial Delivery
Our Budget and Medium Term Financial Planning is based on 12 core principles,
which have and continue to be endorsed by the Cabinet:
 Emerging pressures are managed, where possible within existing budgets.
 Spending is aligned to key priorities as set out in the Council Plan.
 Income is only included in the budget where supported by robust proposals and
is deliverable.
 Future liabilities are anticipated.
 Budgets are sustainable.
 Base Budget / one-off expenditure/ capital expenditure are distinguished.
 Savings proposals are supported by implementation plans and the impact on
service delivery is clear.
 The allocation of capital resources is separate from expenditure approval.
 Capital and revenue planning needs to be integrated to ensure implications are
fully anticipated.
 The use of specific grant funding does not lead to revenue budget pressures.
 The Council’s reserves (and other one-off resources) are not to be used as a
primary method to balance the ongoing pressures in the budget.
 Earmarked reserves are used for specific one-off purposes to support the
4
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delivery of corporate objectives and to mitigate risks.
Responding to COVID-19
2.2

During 2020 we implemented a number of additional measures in response to
the financial impact of the Pandemic. These included additional restrictions on
non-essential spending (£3m in year savings delivered), on-going review of all
non-essential spending by an independent panel reporting through to CLT and
the implementation of structural budget changes to improve reporting and
accountability of budget managers.

2.3

All services produced Flexible Operating Plans in the spring in response to the
challenges presented by COVID-19 and this was further supported by a
comprehensive programme of Rapid Service Reviews which was completed in
November 2020.

2.4

All significant supplier contracts were reviewed with respective Contract
Managers to ensure that the Council was managing the increased risks presented
by COVID-19 effectively and a new Contract Management System was procured
and will go live from April 2021.

2.5

All of this was achieved whilst managing the additional demands of COVID-19.

2.6

We have a good track record of savings delivery. Sometimes councillors choose
to delay the implementation of a budget reduction as part of the Budget
decision, and on occasion the delivery of savings is more complex than
anticipated which impacts on the rate of delivery or the ability to deliver a
budget proposal overall. The Chart below sets out our performance in delivering
budget reductions and income since the period of substantial cost reductions
began. The delivery of savings is closely monitored throughout the year.
Chart 1: Financial Outturn and Delivery of Savings
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3

Responding to COVID-19 Uncertainty through the Budget
The Council set out its approach to developing a budget for 2021/22 in the face of
unprecedented uncertainty caused by COVID-19. The principles / framework was
set out in the September Cabinet report and was based on:

3.1






COVID-19 to remain in general circulation.
General government measures remain in place.
No new national or local lockdown.
Customer behaviour will change and move towards a new norm of reduced social
interaction and supressed demand for discretionary spending.
 Schools will remain open.
 2022/23 – 2024/25 – assume will be the same and model changes in inflation,
demand and other known issues.
3.2

We have worked closely with budget managers to rebase service budgets to take
account of the impact of COVID-19 on changes to demand and agreed key
assumptions on how this is likely to change in 2021/22 using the key principles
above as a consistent reference point. In total we have added in £14.1m in
additional demand pressures, of which £12.5m relate specifically to COVID-19. We
recognise that particularly on some of key front-line services there is likely to be
lag impact on demand (e.g. mental health interventions, homelessness (eviction
restrictions in place) etc. We have used the savings from 2020/21 on nonessential spending and the resources released through the review of reserves to
strengthen our GF working balance, reflecting the increased risk exposure the
Council now faces.

3.3

The next section summarises the key cost pressures that we have reflected in the
MTFP in 2021/22, rationale and been reflected in subsequent years of the plan. It
is fully recognised that these assumptions will need to be kept under regular
review throughout 2021/22 to ensure that any necessary action is taken to
manage any material variations to this plan.

4
4.1

Cost Increases
We have identified a number of service pressures which will increase the cost of
delivering services by more than £32m over the next four years. The main
increases are set out below:
Demography and Demand

4.2

Milton Keynes’ population of under-19s is set to grow by approximately 0.3% per
year. This is equivalent to 241 children each year and will impact on a number of
services including the number of school and early years places required to be
available, demands on other children’s services and it will result in additional
children needing safeguarding and those with special education needs where the
number of children with an education and health care plan (EHCP) has increased
by 22% in the last year. Over the medium term this is estimated to cost an
additional £2.0m in order to fund the costs of placements, social worker support
6
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for increased caseloads and legal fees associated with the overall level of
interaction with children’s social care and SEN. This increase in budget also
reflects the increasing complexity of young people requiring support.
4.3

The increased complexity of need of young people is also reflected in the home to
school transport budget where an additional cost of £0.3m has been included in
the MTFP to allow for the changes in the complexity of needs of children eligible
for travel together with an increase in the number of young people requiring
travel (as a result of an increase in the number of children with an EHCP).

4.4

Milton Keynes has a relatively low number of over 65’s. 2020 estimates show that
13% of the population in Milton Keynes were over 65, compared to 18%
nationally. However, the amount of care required per service user is increasing to
meet the level of need of an ageing population. The additional number requiring
care provided by the Council between 2020 and 2024 is estimated to increase by
3% per year.

4.5

This includes the growth in older people with dementia in Milton Keynes which is
estimated to increase by 21% over the MTFP.

4.6

Over the medium term it is estimated that we will need to look after 72 more
people with learning disability needs, costing £1.520m and an additional 52 people
with Mental Health or Autism needs, costing £1.836m.

4.7

Our positive approach to housing growth leads to the delivery of approximately
2,000 additional homes a year, 8,000 over the next four years. The additional cost
of collecting and disposing of waste from these houses is estimated at £1.363m

4.8

The economic success of Milton Keynes means more people are moving to the
area. The value of houses is increasing, as is the cost of rents in private rental
sector homes, impacting affordability, which contributes to more people having a
statutory requirement for rehousing.

4.9

The Council has invested significantly in recent years in order to provide
accommodation to meet the growing demand of homeless people and families. It
is committing further investment over the next five years to deliver the plans set
out in the Homeless Prevention & Access Business Case to transform the care and
support through a combination of:


Intervention to prevent evictions and homelessness



Supporting those in temporary accommodation to move on to assured short
term or flexible tenancy in their own home.

4.10 The plan aims to reduce the number of families and people in temporary

accommodation by 660 to just over 500 and in the process provide real homes,
delivering better quality and realising a return on the investment by saving over
£3.8m per annum.

7
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Legislative Pressures
4.11 Changes to national legislation also create cost pressures for the Council. We

expect the following legislative changes to increase the costs to the Council:
 The Homelessness Reduction Act which came into effect from April 2018
places additional duties on the Council which include providing support and
advice for non-priority homeless cases, accepting referrals from other
agencies, and the provision of additional temporary accommodation. The
Business Case outlined above focuses on delivering the ambitions set out in
the Act
4.12 The Government introduced a National Living Wage (NLW) from April 2016. The

minimum pay from April 2021 for over 23’s is £8.91 per hour (ph) and the
Government has pledged to increase it to £10.50ph within four years. While the
Council pays its staff above this level we are aware that a number of contractors
will need to increase pay rates over the next four years. We have also introduced
the Ethical Charter recognising that the National Living Wage is still a minimal rate.
While we would not expect to meet all of the cost of this change and we are
discussing with contractors how they can reduce costs to offset the increase, we
estimate there will be a £6.1m additional cost for the Council over the life of the
MTFP. This is included in the inflation assumptions in Annex H to the budget
report.
Inflation
4.13 Before the pandemic, inflation was broadly expected to meet the Government’s

2% target in the medium term. The impact of COVID-19 has seen CPI drop sharply
in 2020. The latest CPI rate is 0.6% (December 2020). According to the Office for
Budget Responsibility inflation should rise slowly as the economy recovers to be
back to target over the medium term1.
4.14 We have a number of large revenue contracts with significant annual costs, for

example waste collection at £9.8m (Serco), landscaping £2.2m (Serco), street
cleansing £4m (Serco), residential care beds for elderly people £8.15m (Excel care)
and highways maintenance £2m (Ringway). These contracts are subject to
inflation based on specific indices. The volume of spend through all our major
contracts means that even though increases are relatively low at present they will
cost us around £1m per year. The risk to the Council is as inflation is projected to
increase, these costs will increase by a greater than forecast level.
4.15 In his November Spending Review the Chancellor announced a public sector pay

freeze for 2021/22 except for employees paid less than the median wage
(£24,000) who will receive minimum £250 increase. A pay award provision of
£0.270m has been included in the 21/22 budget with a further 2% per annum over
the medium term. This amounts to £6.1m over the period of the MTFP.

1

OBR Economic and Fiscal Outlook – November 2020
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5
5.1

Total Additional Costs
In total, we are expecting the additional ongoing costs for services to be as
follows:
Table 1: Total Pressures 2021/22 – 2024/25
Budget Pressures by
2021/22 2022/23 2023/24 2024/25
Category
£m
£m
£m
£m
4.998
2.160
2.200
2.206
Demography
10.695
(0.337)
0.000
0.000
Demand - Exceptional
2.093
0.080
(0.200)
(0.200)
Demand - New
(0.124)
1.528
1.032
0.158
Legislative
0.275
0.050
0.050
0.000
Policy Choice
0.748
0.000
0.000
0.000
Contractual Change
18.685
3.481
3.082
2.164
Total Ongoing Service
Pressures
Unidentified Pressures
0.000
1.500
1.500
1.500
Total Ongoing Pressures
18.685
4.981
4.582
3.664
Total One-off Budget
1.360
0.701
0.237
0.081
Pressures (See Annex D)

5.2

6

The costs set out in this table increase the base budget each year. So, by 2024/25
we estimate that we will be spending £32m more every year on demographic
and demand led pressures. In addition to these base budget pressures we have
also provided funding for £1.4m one-off pressures in 2021/22. (Annex D).
General Fund Resources – Ongoing

6.1

Beyond 2021/22 there is no clarity on the future of government funding. The
November 2020 Spending Round only confirmed a one year settlement.

6.2

The provisional Local Government Finance Settlement (LGFS) published in
December 2020 confirmed that the Fair Funding Review and any changes to the
Business Rates Retention scheme would be paused due to COVID-19 and would
not take place before 2022/23.
Funding

6.3

We currently have three main sources of funding:
 Council Tax
 Retained Business Rates
 Revenue Support Grant

6.4

The chart below shows how our overall funding has changed since 2013/14 and
our best view of how we are is projecting this to change by 2024/25. The clear
shift is from national funding to locally generated income.

9
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Chart 2: Council Funding from 2013/14 and projected funding to 2024/25
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7.1

Council Tax
There are three factors which raise additional Council Tax in Milton Keynes.
These are:
 An increase in the number of houses paying Council Tax, as we continue to grow.
The impact of COVID-19 has resulted in a reduction in the overall tax base for
2021/22 but this is expected to recover over the medium term. Further details
can be found in the Council Tax Base report which went to 15 December
Cabinet.
 A local choice about increasing Council Tax. Since 2012/13 there has been a
maximum increase allowed before a referendum will need to be held with a
public vote in favour for the Council to approve a higher increase. The
provisional LGFS set the Council Tax referendum principles for 2021/22 at a
maximum increase of 1.99%.
 The 2021/22 provisional LGFS also allows a 3% Social Care precept which can be
spread over 2021/22 and 2022/23. The Council has included a 0.51% Social Care
precept in its 2021/22 Budget, with a further 2.49% increase in 2022/23.

7.2

The table below shows the key assumptions and the forecast Council Tax income
incorporated into the financial projections. As noted above, it is important to
remember that while additional housing increases income, this also places
demands on our services.

10
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Table 2: Council Tax Assumptions
Increase/(Decrease) in Council
Tax Base (Band D equivalents)
Increase in Council Tax charge
Increase in Adult Social Care
charge for Adult Social Care
precept
Estimated Collection rate
7.3

2021/22
(500)

2022/23
2,000

2023/24
2,000

2024/25
2,000

1.99%
0.51%

1.99%
2.49%

1.99%
N/A

1.99%
N/A

97.4%

97.8%

98.1%

98.4%

These assumptions result in the following increases in Council Tax:
Table 3: Council Tax Increases

Increase/(Decrease) in Council
Tax Base
Increase in Council Tax charge
Total Additional Income*

2021/22
£m
(0.681)

2022/23
£m
3.174

2023/24
£m
2.856

2024/25
£m
2.982

3.082

5.819

3.252

3.332

2.401

8.993

6.108

6.314

*excludes estimated parish precept increase
7.4

8

The Council Tax Collection Fund is monitored closely throughout the financial
year. As a consequence of COVID-19 we are currently forecasting a deficit on the
Council Tax Collection Fund. The Council‘s share is expected to be £1.4m. The
surplus or deficit is shared between the major preceptors, Milton Keynes
Council, Buckinghamshire and Milton Keynes Fire Authority and the Police and
Crime Commissioner for Thames Valley. Regulations have been amended to
allow this deficit to be split over three years.
Retained Business Rates

8.1

Under the retention system central Government retain 50% of the Business
Rates collected, the remaining 50% are held locally. The local element is known
as retained business rates, of which, 1% is paid to Buckinghamshire and Milton
Keynes Fire Authority.

8.2

The Council’s retained 49% is then subject to a Tariff and also a Levy which is
applied to “disproportionate growth”. These amounts are paid to central
Government. The Tariff funds other authorities where their needs are higher
than the Business Rate income they would have retained, while the Levy funds
the national Safety Net which provides authorities with protection against a
reduction in Business Rates funding compared to their Baseline Funding Level of
7.5%.

8.3

The level of Tariff and Levy means that in Milton Keynes we only retain £0.30p in
every £1 of business rates collected and therefore only £0.30p in every £1 of
business rates growth also. Normally we collect around £150m - £160m in
11
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Business Rates locally, of which around £50m is retained by Milton Keynes
Council. As a consequence of COVID-19 the government has given all businesses
within the retail, hospitality and leisure 100% rates relief for 2020/21. This has
reduced the amount we collect this year, but we are fully reimbursed for this
through S31 grant.
The Business Rates Retention Scheme has now been in operation since 2013/14.
During this time, we have experienced a number of issues which highlight the
risks in this funding regime which has increased with the recent epidemic. The
major risks are as follows:

8.4

 There have been issues with delays to new properties being entered onto the
Valuation List; this has impacted on the timing of receipts. We have known
properties to be delayed for up to six months, due to capacity issues and
technical valuation issues in the Valuation Office, but this is down from up to
two years previously. Unfortunately, these delays still make income forecasts
unpredictable.
 Successful appeals for business rates reductions by ratepayers have caused a
major uncertainty in the system nationally; this is particularly evident in Milton
Keynes due to the nature of our ratepayers. We currently have nearly 116
appeals outstanding relating to the 2010 list and current information indicates
these will be resolved by the Valuation Office in the current year or next
financial year. Again, this makes it difficult to determine income levels in year
and the underlying baseline level of income, as appeals are often backdated for
several years.


There have also been a number of appeals addressed on both the 2010 and
2017 lists at a national level, where a ruling is given which impacts on our local
income potentially without us being aware that the case is being considered. We
work closely with the Valuation Office to understand where these risks may
apply.

 There is very limited information on any potential losses relating to the 2017 list
as there have been significant implementation issues at the Valuation Office
with the new Check, Challenge, Appeal system which was brought in on 1 April
2017 to apply to the 2017 list.
 Since April there have been significant numbers of challenges to business rates
(1360 to December) raised by businesses as a direct result of COVID-19 changes
to work practises or having to close due to COVID measures. Of these 463
ratepayers have received COVID related reliefs which MKC has been reimbursed
for already.


Over the last four years, the economy in Milton Keynes has continued to grow,
but there is a risk that if the economy started to decline income would fall. The
Safety Net operates to protect against losses of more than 7.5% from the
Business Rates Baseline. If income reduced the Councils potential financial
exposure is £9.4m in a single year, based on £5.4m growth which has been
12
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baselined and £4m which is the maximum reduction that can happen before the
Safety Net would apply. The actual losses in business rates income would need
to be higher than this as these amounts are net of any Levy payment to the
government.
 The Business Rates system was due to be reset in 2021/22 but has been delayed
until at least 2022/23 due to COVID-19. A reset means in theory all growth and
losses will be reset nationally and locally in the system. In reality this is likely to
be based on historical information and due to the dynamic nature of the tax
cannot be accurate. To mitigate the potential impact of this risk the MTFP
reverses out £5.4m in growth from 2022/23 from the base budget, and should
this prove insufficient a separate reserve is held to deal with any further
volatility.
9
9.1

Revenue Support Grant
Local authorities Settlement Funding Assessments for 2021/22 were confirmed
in the provisional LGFS. This is made up of Revenue Support Grant (RSG) and
Business Rates Baseline Funding Level (BFL). For 2021/22 RSG has been uplifted
by 0.55% to £5.593m and BFL remains at £46.471m in line with the freezing of
the business rates multiplier.

10 Other Resources
10.1

There are a number of other grant funding streams which are critical to the
operation of the Council, these are:
Public Health Grant

10.2

The Health and Social Care Act 2012 transferred substantial health improvement
duties from the NHS to local authorities from April 2013. Local authorities have
been given a ring-fenced Public Health grant to discharge their responsibilities
to:
 Improve significantly the health and wellbeing of local populations.
 Carry out health protection functions delegated from the Secretary of State.
 Reduce health inequalities across the life course, including within hard to reach
groups.
 Ensure the provision of population healthcare advice.

10.3

Public Health England has implemented a year on year reduction in Public Health
Grant funding (6.2% in 2015/16, 2016/17 2.2%, 2017/18 2.5%, 2018/19 2.6%,
2019/20 2.6%) until 2020/21 where the authority received a 4.7% increase.
Changes in population have not been reflected in the public health funding the
Council receives.

10.4

The service has been retendering contracts and have reviewed staff structures
across Milton Keynes, Bedford Borough and Central Bedfordshire (as part of
Public Health shared service) in order to share resource and reduce costs.
13
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Better Care Fund
10.5

The Better Care Fund (BCF) is pooled funding between the NHS and local
authorities and has been in place since 2015/16, to support the delivery of
integrated health services and to also support local authorities in implementing
the ‘Care Act 2014’.

10.6

The pooled Budget has a legal basis in Section 75 of the NHS Act 2006. A
condition of this funding is that local authorities must agree with local health
partners how the funding should be utilised and the expected outcomes. These
spending plans must include detail on how Adult Social Care services will be
protected. The total minimum CCG contribution to the BCF pool for Milton
Keynes was £16.619m of which £5.563m was agreed as protection for Adult
Social Care. Planning guidance for 2021/22 has not yet been issued so for
2021/22 planning it is assumed this will remain the same as 2020/21.
improved Better Care Fund

10.7

The improved Better Care Fund (iBCF) was first introduced in the 2015 Spending
Review and has increased year-on-year since. The iBCF grant for 2020/21
£5.086m. While no announcement has been made about the level of the grant
for 2020/21 it is assumed to remain at the same level of funding for budget
planning purposes.

10.8

The iBCF grant may only be used for the purposes of meeting adult social care
needs; reducing pressures on the NHS, including supporting more people to be
discharged from hospital when ready; and ensuring that the local social care
provider market is supported. The local spending plan for Milton Keynes for
2019/20 was agreed with the Clinical Commissioning Group (CCG) in Milton
Keynes and approved nationally as part of the overall BCF plan.
New Homes Bonus

10.9

The New Homes Bonus (NHB) is funding allocated to councils based on the
building of new homes and bringing empty homes back into use. The intention
for the NHB was to ensure that the economic benefits of growth are returned to
the local authorities and communities where growth takes place.

10.10 As part of the 2017/18 LGFS, the total amount available for the NHB was reduced

by two-thirds, with funding re-directed to the Better Care Fund. The period over
which the NHB would be paid was also reduced from 6 years to 5 years in
2017/18 and to 4 years from 2018/19 and a national baseline for housing growth
of 0.4% was introduced.
10.11 No formula changes were made for 2020/21 but it was confirmed that only

existing legacy payments would be paid going forward. The 2021/22 provisional
LGFS confirmed the NHB allocation for 2021/22 as £5.2m The NHB reduces to
zero by 2023/24 and this is reflected in the MTFP.
10.12 The future of the NHB is very uncertain with the Government pledging to consult

on a more “targeted” approach to rewarding housing growth in Spring 2020.
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Dedicated Schools Grant
Overview
10.13 The Dedicated Schools Grant (DSG) is a ring-fenced grant supporting individual

schools, academies and other pupil related expenditure as defined in the School
and Early Years Finance (England) Regulations 2021. The grant and expenditure
is monitored closely by the Schools Forum (a committee of the Council) and the
funding and expenditure are ring-fenced within the individual blocks. The full
budget summary is taken to the schools forum on 14 January 2021 (Schools
Forum Meeting Papers) and a summary of the position is outlined in table 4.
10.14 Final funding allocations were received week commencing 14 December,

however some elements of the DSG are still subject to future revisions (namely
the whole of the early years block and the import and export adjustments on the
high needs block), both of which are confirmed in June 2021.
Table 4: Dedicated Schools Grant
Schools
£m
203.584
219.636
16.052

Central
Schools
£m
1.496
1.654
0.159

High
Needs
£m
44.506
48.794
4.289

Early
Years
£m
21.652
21.904
0.253

£m
271.236
291.989
20.752

0.432

0.006

2.481

0.427

3.346

220.068

1.660

51.275

22.331

295.334

DSG Budget
2020/21 Allocation
2021/22 Allocation
Increase / (Decrease)
Forecast DSG Carry
Forward into 2021/22
Total Resources
2021/22

Total

10.15 2021/22will be the fourth year of the national funding formula (NFF) which

covers not only how the funding allocation is calculated, but also the distribution
of funding out to schools via the school funding formula. Whilst LAs will have
local input into the formula in 2021/22, it is expected that this will match the
formula proposed by the DfE to aid transition to a hard introduction of the
formula at which point it is expected that local involvement will cease. There is
no confirmed date for the hard formula introduction.
10.16 The transfer to a hard formula allocation of funding to schools is not likely to

affect MK significantly as subject to managing local demographic pressures our
formula is already in line with that of the DfE.
10.17 The forecast carry forward against the schools block will be allocated as part of

the school funding formula distribution for 2021/22. The forecast carry forwards
against both the early years and high needs blocks are one-off underspends and
are held to manage volatility as all expenditure can vary during the year based on
the number of and needs of the children. The DfE have also issued revised
guidance on the requirement for each of the individual blocks to remain in
15
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surplus and in the case of any deficits detailed recovery plans must be submitted
to the DfE.
Changes from 2020/21
10.18 Additional funding nationally for schools was announced by the Government in

September. The impact of these changes to the MK DSG are:
 Additional funding of £329.39 and £410.34 per pupil in primary and
secondary respectively (these rates include £180 and £265 per pupil in
primary and secondary respectively for teachers pay and pension costs,
this was paid via a separate grant in 2020/21 but from 2021/22 will be
part of the formula). The total increase in NFF factors is £6.4m.
 Reduction in growth funding of £1.0m. A further decrease of £0.3m is also
expected 2022/23 – this is due to a recalculation in 2019/20 for which we
are receiving protection funding which will taper down annually.
 Additional high needs funding of £4.2m, however £0.7m of this relates to
teacher pay and pension costs which were funded via a separate grant in
2020/21.
 Additional early years funding of £0.3m
 No school will lose funding and all will see a minimum increase of 0.5%
when comparing their per pupil funding.
10.19 Additional funding for schools and high needs was also announced nationally for

2022/23 (£7.1bn) although the distribution methods are not yet confirmed for
future years.
10.20 Authorities can still move up to 0.5% between blocks with approval by the

schools forum but the DfE expects the number of LAs who do this to significantly
reduce given the increase in funding to high needs. MK will not be proposing any
block transfers.
School Budget
10.21 Although the DfE outline their expected formula for allocation of funding to

schools, there are often occasions where this cannot be matched exactly and
remain within the overall funding allocation. The reasons for this are:
 We only receive an average amount of funding per pupil. It may be that in
some cases the actual cost per pupil via the formula may be higher due to
the specific demographic characteristics.
 Funding is still lagged meaning that some increases in areas such as
premises factors, cost more than the amount of money allocated.
 Authorities that are growing are likely to need to top slice the cost of this
from within the schools block. Again, the nature of growth funding is
lagged and is only received at a per pupil amount of funding which does
not cover the cost of growth. This is especially an issue in MK where we
are experiencing rapid growth.
10.22 The shortfall in meeting the NFF is £0.3m (0.1% of the schools block allocation).

During November we consulted with all schools on the changes that could be
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considered to manage within the overall funding envelope. These results have
been analysed and together with a discussion at January schools forum meeting,
have been considered as part of the setting the 2021/22 formula.
10.23 To manage the residual pressure on the funding formula, we are going to reduce

the AWPU (average weighted pupil unit) by 0.35% across all sectors.
High Needs Expenditure
10.24 High needs expenditure largely consists of commissioned place funding, top up

funding and central special education support services. It is allocated to a
number of different types of settings in line with the DfE funding regulations.
10.25 A full review of the high needs budget for 2021/22 has taken place to reflect

increases in demand, inflation and other cost pressures. There have been a
number of significant cost pressures resulting from increased demand in the
current year and these have been reflected in the base budget for 2021/22 using
the majority of the additional funding that was announced. Future funding
beyond 2021/22 still remains uncertain, it is unlikely to continue increasing at
this level of funding and there remains increased demand across the service
therefore all rates will remain the same as those paid in 2020/21. The table
below summarises the change in budgets as a result of both demand and
formula cost increases:
Table 5: High Needs Budget
High Needs Budget
Special School Funding
Special Department
Alternative Provision Funding
Mainstream Top Up Funding
Post-16 Provision Funding
Independent Special Schools Fees
Demand Risk Reserve
Central Services
Total Expenditure
High Needs Funding
Total

2020/21
Budget
£'m
21.807
2.391
3.155

2021/22
Budget
£m
24.113
2.244
3.156

Increase /
Decrease
£m
2.306
(0.147)
0.001

5.711

6.428

0.717

2.235
5.350
0.487
3.371
44.506
(44.506)
0.000

2.538
5.200
1.400
3.715
48.794
(48.794)
0.000

0.303
(0.150)
0.913
0.343
4.288
(4.288)
0.000

Early Years Expenditure
10.26 Additional funding of £0.08 per hour has been confirmed in the DSG allocation

for 2 year olds and £0.06 per hour for 3 and 4 year olds. 50% of this rate
increase will be passed to providers in 2021/22, the remaining 50% will be held
back to manage the volatility within the block as a result of lower January census
numbers on which the funding is based.
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School Grants
10.27 In addition to the main DSG, schools also currently receive a number of specific

grants, e.g. pupil premium, teacher pay and pension, PE and sport grant etc.
These are calculated and allocated directly by the DfE. Often these grants are
only announced annually and whilst some grants have been confirmed to
continue into 2021/22, we await further information from the DfE on the rate
that will be paid out and in some cases if they will continue at all in 2021/22.
Other Specific Grants
10.28 We also receive a number of other specific grants, although the number and

value of these have and will continue to reduce. These grants are in some cases
“ring fenced” to individual activities, so spending is dictated along with the
funding. Some specific grants are not ring fenced, which means that the Council
can choose how funding is spent in accordance with local priorities (even where
a grant was previously linked to a specific service or priority). The specific grants
we are expecting to receive are as follows:
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Table 6: Specific Grants
2021/22
£m

2022/23
£m

2023/24
£m

2024/25
£m

(0.793)
(0.395)

(0.769)
(0.395)

(0.724)
(0.395)

(0.702)
(0.395)

(0.271)
(0.036)
(0.100)
(0.634)
(5.500)
(0.102)
(5.222)
(13.053)

(0.263)
(0.035)
(0.100)
0.000
(5.500)
(0.038)
(1.970)
(9.070)

(0.255)
(0.035)
(0.100)
0.000
(5.500)
0.000
0.000
(7.009)

(0.247)
(0.035)
(0.100)
0.000
(5.500)
0.000
0.000
(6.979)

(35.036)
(14.094)
(5.762)
(2.895)
(2.450)
(1.245)
(0.716)
(0.837)
(0.226)
(0.126)
(0.076)
(0.028)
(4.830)
(0.908)
(0.465)

(27.825)
(10.783)
(5.762)
(2.895)
(2.450)
(1.245)
(0.716)
(0.837)
(0.226)
(0.126)
(0.076)
(0.028)
(4.830)
(0.908)
(0.465)

(20.613)
(7.472)
(5.762)
(2.895)
(2.450)
(1.245)
(0.716)
(0.837)
(0.226)
(0.126)
(0.076)
(0.028)
(4.830)
(0.908)
(0.465)

(20.613)
(7.472)
(5.762)
(2.895)
(2.450)
(1.245)
(0.716)
(0.837)
(0.226)
(0.126)
(0.076)
(0.028)
(4.830)
(0.908)
(0.465)

Bury Field Common Grant
Asylum Seekers Grant
Staying Put Grant
Looked After Children Remand Grant
Former Independent Living Fund Grant
Homelessness Prevention Grant
Extended Personal Advisor Duty
Arts Council (Music) Grant
Neighbourhood Planning Grant

(0.024)
(1.620)
(0.158)
(0.077)
(0.662)
(1.990)
(0.046)
(0.428)
(0.040)

(0.024)
(1.620)
(0.158)
(0.077)
(0.662)
(1.514)
(0.046)
(0.428)
(0.040)

(0.024)
(1.620)
(0.158)
(0.077)
(0.662)
(1.514)
(0.046)
(0.428)
(0.040)

(0.024)
(1.620)
(0.158)
(0.077)
(0.662)
(1.514)
(0.046)
(0.428)
(0.040)

Police Crime Commissioner (Substance Misuse)
Free School Meals Supplementary Grant
Community Learning 16-19 & 19+
School Improvement & Brokerage Grant
KS2 Moderation and Phonics Grant
Previously Looked After Children Improvements

(0.040)
(0.204)
(1.430)
(0.302)
(0.010)
(0.047)

(0.040)
(0.204)
(1.430)
(0.302)
(0.010)
(0.047)

(0.040)
(0.204)
(1.430)
(0.302)
(0.010)
(0.047)

(0.040)
(0.204)
(1.430)
(0.302)
(0.010)
(0.047)

Improved Better Care Fund
Public Health Grant
Next Steps Accommodation Programme (NSAP) - Revenue
Cold Weather Fund

(5.086)
(11.642)
TBC
(0.090)

(5.086)
(11.642)
TBC
(0.090)

(5.086)
(11.642)
TBC
(0.090)

(5.086)
(11.642)
TBC
(0.090)

Total Ring Fenced Grants

(93.590)

(82.591)

(72.068)

(72.068)

(106.643)

(91.661)

(79.077)

(79.048)

Non-ring fenced Grants:
Benefits Administration Grant
NNDR Administration Grant
CTR Administration Grant
DHP Admin Grant
Extended Right to Travel
Strengthening Families Grant
Business Rates Retention Tax Loss Reimbursement
Syrian Voluntary Relocation Package
New Homes Bonus
Total Non-ring fenced Grants
Ring Fenced Grants:
Mandatory Rent Allowances: Subsidy
Mandatory Rent Rebates outside HRA: Subsidy
Pupil Premium Grant
Sixth form funding from Education Funding Agency
Universal Infant Free School Meals
PE & Sport Grant
Skills Funding Agency Grant
Discretionary Housing Payments
Youth Offending Team Grant
Local Reform & Community Voices Grant
Prison Specific Grant
War Pensions Disregard Grant
Social Care Grant
Winter pressures funding
Bus Service Operators Grant

Total Specific Grants
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11 Reserves and Balances
11.1

A risk assessment of the General Fund and Housing Revenue Account balances
informs the Director of Finance and Resources view of the adequacy of reserves
to provide assurance to the Budget. This is a statutory requirement. This risk
assessment has been carried out alongside the development of the 2021/22
Budget to confirm overall General Fund and Housing Revenue Account balances
(Annex T and Annex N of the Budget Report).

11.2

In addition to the General Fund Balance, the Council keeps several earmarked
reserves on the Balance Sheet. Some are required to be held for statutory
reasons, some are needed to comply with proper accounting practice, and others
have been set up voluntarily to earmark resources for future spending plans or
potential liabilities.

11.3

All the reserves listed at Annex U of the Budget Report have been reviewed to
ensure that they remain relevant, have clear objective(s) and where appropriate
an expiry date has been shown as to when the funds should be fully utilised.
They are summarised in the table below.

Table 7: Reserves Analysis

GF Working Balance
Earmarked Budget Management
& Risk
- Corporate Property
- Specific Budget Risks
- Welfare Funding
- Transformation/Restructuring
Programmes
Total

Forecast
Balance
at
1 April
2021
£m
(30.387)

Forecast
Balance
at
1 April
2022
£m
(28.037)

Forecast
Balance
at
1 April
2023
£m
(28.037)

Forecast
Balance
at
1 April
2024
£m
(28.037)

(2.613)
(19.280)
(0.790)

(1.730)
(17.429)
(0.690)

(0.808)
(15.834)
(0.590)

(0.886)
(14.739)
(0.490)

(3.822)

(1.733)

(1.233)

(1.233)

(56.892)

(49.620)

(46.503)

(45.386)

11.4

The level of General Fund working balance and risk reserves is projected to fall
by £11.5m. The Section 151 Officer considers that these balances are prudent
and appropriate given the level of risk and complexity of the delivery of the
budget.

11.5

Housing Revenue Account balances are in excess of the minimum prudent level.
These will reduce over the medium term as the investment plans set out in the
HRA Rolling Business Plan are delivered into our existing stock, through
regeneration and new build schemes.

11.6

In addition, there are a number of reserves which address the difference in
timing between cash receipt and payment, for example the Business Rates
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Volatility reserve which helps manage the turbulence and risks in the Business
Rates regime.
12 Summary of Available Resources
12.1

The total ongoing resources forecast to be available over the medium-term are
shown in the table below.
Table 8: Summary of Available Resources Ongoing over MTFS Period

Revenue Support
Grant
Retained Business
Rates
Council Tax (including
parish precepts
Public Health Grant
Use of New Homes
Bonus
Core Spending Power Lower Tier Services
Grant (New)
Total Ongoing
Resources
12.2

2021/22
£m
(5.623)

2022/23
£m
(5.730)

2023/24
£m
(5.845)

2024/25
£m
(5.962)

(52.632)

(49.074)

(50.981)

(52.907)

(134.978)

(144.366)

(150.882)

(157.618)

(11.642)
(5.222)

(11.642)
(1.970)

(11.642)
0.000

(11.642)
0.000

(0.337)

0.000

0.000

0.000

(210.434)

(212.782)

(219.350)

(228.129)

Specific grants and the Better Care Fund are offset against expenditure within
services, so are not shown in the table above. The Dedicated Schools Grant is
treated as a separate ring-fenced grant, where contributions, if agreed by the
Schools Forum reduce expenditure, so again this is excluded from the resources
table.

13 The Future Challenge
13.1

Increases in demand for services and uncertainty over Government funding are
creating an ongoing need to generate cost reductions and increased income. In
total we need to address £30m of financial pressures over the next four years.

13.2

The nature of some of the financial risks and uncertainty is managed through a
prudent approach to how some elements of funding have been applied. The
Council has retained an element of the Business Rates Growth in a reserve to
help manage the impact of the Business Rates Reset. This funding has been
included in the MTFP on a reducing basis between 2021/22 and 2023/24. The
Council has also used a limited amount of NHB funding for day to day services
and this has been removed entirely from 2023/24.

13.3

Net expenditure for the costs of debt financing is anticipated to increase over the
medium term as the short term savings on Minimum Revenue Provision, seen
through the re-profiling undertaken in 2014/15 of pre 2008 debt, unwind
bringing the charges in line with current accounting policy. This is illustrated in
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Table 9. Prudential borrowing charges increase as new internal borrowing is
undertaken to support the investment highways infrastructure, and health
facilities, however external debt is planned to decrease from £458m in 2020/21
to £409m by 2024/25 as existing loans expire and no new debt undertakings are
currently planned.
Table 9 – Minimum Revenue Provision

Historic debt
liability (pre-2008)
Drawdown of
backlog overprovision
Net Historic debt
liability (pre-2008)
Residual Waste
Treatment Facility
(RWTF)
Other Prudential
Borrowing (from
2008 onwards)
Total Minimum
Revenue
Provision
13.4

2021/22
£m

2022/23
£m

2023/24
£m

2024/25
£m

Total
£m

3.961

3.961

3.961

3.961

3.961

-3.961

-3.961

-2.531

0

0

0

0

1.43

3.961

3.961

4.403

4.403

4.403

4.403

4.403

3.2

3.35

3.495

3.495

3.55

7.603

7.753

9.328

11.859

11.914

The table below, shows the financial pressures we must address over the next
four years. So far, we have identified specific proposals and one off funding
which could address up to £14.7m of these financial pressures but there is still
significant work for the Council to do to close the gap and to ensure that it
remains financially sustainable.
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Table 10: Medium Term Financial Forecast
2021/22 2022/23 2023/24 2024/25
£m
£m
£m
£m
Government Funding
2.344
5.406
(0.019)
(2.011)
Adjustments
Other Funding Sources
2.828
(6.522)
(6.108)
(6.314)
Pay, Contract & Other
3.867
5.750
5.676
5.866
Inflation
Budget Service
19.023
5.196
4.797
3.879
Pressures
Budget Delivery
(11.108)
(8.289)
5.374
0.000
Corporate Measures
(5.834)
4.914
(2.774)
1.000
Capital Financing Costs
0.906
(0.200)
(0.200)
(0.200)
One-off Pressures
1.360
0.701
0.237
0.081
Total Pressures
13.386
6.956
6.983
2.301
Budget Reductions &
(9.147)
(0.345)
(1.918)
(0.902)
Income Proposals
Less Reserves applied to
(1.360)
(0.701)
(0.237)
(0.081)
one-off pressures
Budget Gap
2.879
5.910
4.828
1.318
Use Of Reserves
(2.879)
(2.495)
5.374
0.000
Net Ongoing Position
(0.000)
3.415
10.202
1.318

Total
£m
5.720
(16.116)
21.159
32.895
(14.023)
(2.694)
0.306
2.379
29.625
(12.312)
(2.379)
14.934
(0.000)
14.934

14 Longer Term Financial Prospects
14.1

The MTFP focuses on the next 4 fiscal years. Over the past 3 years the
Government has only provided a single year Spending Review, which has made
financial planning very challenging. The forecasts included within this plan must
therefore be taken against this context and are subject to potentially significant
change beyond 2021/22. The Councils approach to budget planning aims to
balance the uncertainty from both government funding decisions and general
economic factors through a measured approach to delivering new savings,
holding prudent levels of reserves and putting in place change programmes
which can deliver future efficiencies over a longer timescale. It is recognised that
if government support is withdrawn or the wider economic impact is worse than
predicted then the Council would need to reconsider the scope of services that it
can provide. In this section of the plan, a number of key longer term planning
assumptions / decisions are assessed to demonstrate their longer-term potential
financial impact.
Children’s Social Care – The Milton Keynes child population is increasing at a
higher rate than the UK average. In the last year children’s services has seen a
14% increase in the number of referrals and 10% increase in contact, resulting in
increased demand for support across children’s social care services. This
together with an increase in the complexity of needs of young people continues
to put a pressure on the budget.
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Adult Social Care - POPPI and PANSI data alongside local activity data is used to
project increases in demand for services. We also look at average cost of care
packages (as people’s need get more complex, their package of care and
therefore cost increases). We are bound by the Foundation Living Wage in some
of our contracts so this impacts on the contractual inflation award, particularly
for homecare providers.
Homelessness – demand for help and support is difficult to predict, and the
financial impact of its translation into temporary accommodation costs is also
affected by the variability in supply of affordable permanent or rental housing
into which the homelessness duty can be discharged. The Homeless Prevention
and Access Business Case outlined above (section 4.9 – 4.10) sets out an
intervention, prevention and move-on strategy to anticipate the uncertainty
which will emerge out of the pandemic and Brexit.
Major Contracts – A number of major Environment procurements will be
commissioned to commence in 2023. Services will include highways, waste
collection and cleansing; landscape maintenance; play areas; management of the
Materials Recycling Facility (MRF); food and garden waste treatment; and the
operation and management of the household waste recycling centres. The
impact of commissioning will include reviewing and facilitating of new
infrastructure; including future fleet delivery and linkages between services,
investment in new and refurbished facilities and consideration to the potential
insourcing of services.
14.2

A high level 10 year review has been undertaken looking at the assumptions for
demand, inflation, council tax, business rates income and other government
funding over the longer term. This results in an estimated £3- 4m net pressure
per annum showing a need to continue to make savings as increases to costs
outstrip growth in income.
This highlights the need for:
 Real Reform of Social Care Funding
 Relaxation of Council Tax Referendum Limits
 Reform of Business Rates System
 Demand management as potentially bigger impact than transformation
savings
 Continue to improve productivity through greater use of technology and
changes to working practices.
 Review of limit to how much of the budget is dependent on commercial
activity – MKC is low (current budget for commercial property income
£1.9m)
Once the impact of COVID-19 is fully understood these assumptions may need to
be revisited.
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15 Sensitivity and Financial Resilience Assessment
15.1

The Council has a significant number of statutory duties that it must perform in
addition to its other political and local priorities that it delivers for the benefit of
its residents, visitors and businesses. The financial model is complex and subject
to significant factors, some of which are not within the direct control of the
authority. To help inform members, residents and other stakeholders about the
overall financial strength and sustainability of the Council’s operations the MTFP
considers a series of scenarios, the impact that these would have on the Councils
financial position and ability for the Council to manage this.

15.2

The budget is complex and includes many different assumptions across a large
range of service areas. The sensitivity assessment considers the key budget
assumptions where there is an increased likelihood of change and where this is
likely to have a material bearing on the Council’s Financial Sustainability. This
assessment helps provide an understanding for the organisation and its
stakeholders and inform future choices on intervention and the organisations
ability to manage existing and appetite for increased risk.

15.3

Based on current assumptions the budget gap over the MTFP is £14.9m. The
table below illustrate the financial impact key variables could have on the MTFP.

Table 11 –Key Variables to MTFP Assumptions

Revenue Support Grant
Business Rates Baseline
Business Rates Reset
Council Tax
Social Care Grants
Contractual Inflation
Pay Inflation
Homelessness
Temporary
Accommodation
Looked After Children
Total Movement

Optimistic View

Pessimistic View

+2% years 2-4
+2% years 2-4
Reset 23/24
+2.5% years 2-4
Current
5% decrease
1% years 2-4

0% years 2-4
-1% years 2-4
Reset 22/23
+1.0% years 2-4
50% grant yrs 2-4
5% increase
2% year1, 2.75% yrs
2-4

10% decrease
5% decrease

10% increase
5% increase

Optimistic
View
£m
(0.005)
(0.411)
(5.400)
(1.482)
No change
(0.749)

Pessimistic
View
£m
0.339
4.373
No change
7.682
2.415
0.749

(2.927)

3.795

(0.816)
(0.975)
(12.765)

0.816
0.975
21.144

16 Budget Prospects and Transformation
Management Action Plan
16.1

In February 2020 a programme was approved with a savings target of £5.500m.
In response to the disruption caused by the COVID-19 crisis the programme was
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reviewed as part of a wider Management Action Plan, with a change in focus and
time scale. This has been further reviewed and Table 12 provides a summary.
Table 12: Management Action Plan Savings
2020/21 2021/22 2022/23 2023/24 2024/25
£m
£m
£m
£m
£m
Property Commercialism
0.500
0.000
0.000
0.500
0.250
Management
0.500
0.250
0.000
0.000
0.000
Restructure
Social Care &
0.250
0.250
0.500
0.000
0.000
Homelessness
Older Peoples Services
0.500
0.000
0.000
0.000
0.000
Demand
Customer Services &
0.250
0.093
0.200
0.457
0.000
Digital
Organisational Efficiency
0.100
0.000
0.000
0.000
0.000
Operational Property
0.000
0.250
0.150
0.000
0.000
Savings
Rapid Service Reviews
0.250
0.250
0.000
0.000
0.000
Total
2.350
1.093
0.850
0.957
0.250

Total
£m
1.250
0.750
1.000
0.500
1.000
0.100
0.400
0.500
5.500

16.2

One-off funding of £3.717m has been set aside to support the delivery of the
Management Action Plan.

16.3

Work has commenced on all of these initiatives; examples include,
 Property Commercialism – The Council is working with MKDP to deliver growth
in revenue streams through its investment in development and property
acquisitions within Milton Keynes which contributes to the continued growth
of the borough. The first of these developments is underway. An income
target of £0.500m is on track to be delivered in 2020/21.
 Corporate restructure - review of the top 3 tiers of the management
restructure completed (£0.623m saving to date). The target for 2020/21 has
been fully delivered.
 Social Care & Homelessness – Older People services savings planned for
2020/21 of £500k have been fully delivered through improved demand
management actions. Work is progressing in homelessness to improve our
approach to prevention and reduce the use and cost of using temporary
accommodation. The impact of COVID-19 has impacted, in particular in social
care with significant disruption. Despite this the Council has continued to
deliver key services and new demand.
 Customer Services and Digital Transformation – We are rapidly expanding and
repurposing our customer contact centre into a local help hub, with a greater
26
(179)

emphasis on phone access and offering more than the current range of services
(for example handling the initial contact from people who are at risk of being
made homeless) and with the capacity to grip and resolve problems rather than
signpost. A review of demand (current and future) is in progress to identify the
level of savings that can be delivered in 2020/21. Planned savings were
deferred due to the impact of COVID-19 and an increase in demand for support,
with an additional 4 staff redeployed into the team to help manage this. Total
budget savings of £0.343m have been identified and are in the process of being
implemented.
 Organisational Efficiency – In year savings are being achieved to deliver this
through a rationalisation of non-essential spend. This target will be exceeded
in 2020/21 as part of a wider approach to mitigate new unfunded budget
pressures arising from COVID-19. A base budget saving of £0.585m has been
achieved from 2021/22 onwards following a comprehensive review.
 Operational Property Savings – continue to review the council’s operational
asset portfolio and explore the benefits of increased home working. Through
a rationalisation of administrative buildings savings of £0.400m will be
delivered in future years.
 Rapid Service Reviews – programme currently underway to consider how
services will operate following changes in demand and delivery as a result of
COVID-19.
16.4

To date £2.064m savings have been achieved and work will continue on delivery
of the savings in the Management Action Plan.

Other Transformation Work streams
16.5

In addition to the Management Action Plan, further work streams have also been
developed to offer both service transformation to improve outcomes and reduce
costs. Some of the key areas currently being progressed include:
Environmental Services – Commissioning Strategy

16.6

The Council is developing a comprehensive commissioning approach for a
number of its key Environmental Services contracts. This involves an alignment
of key contract dates to optimise the opportunities in 2023 to deliver a more
holistic approach to how Waste Management services are provided for local
residents. As this programme develops the opportunities for service
improvements and costs savings will be fully explored to help deliver the wider
priorities of the Council Plan.
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Asset Management - Review of Property Portfolio
16.7

A complete review of the Council’s operational asset portfolio is in progress to
ensure that the Council has the assets it needs to deliver modern front line
services and facilities. This will identify both future investment need and
opportunities to rationalise the current estate to deliver both capital investment
and revenue savings.
Demand Management

16.8

The Council has been successful at managing demand in its key front line service
areas. This has helped it to manage some of the significant financial challenges
in recent years. This work will continue to be a priority in managing future
budget pressures and ensuring that resources are prioritised to the greatest
needs of our residents.

16.9

The budget includes proposals to invest further to remodel and improve how the
Council manages homeless demand through improved prevention services,
collaboration and how temporary accommodation is sourced. Over a 5 year
period the Council aims to both manage new demand and reduce the existing
number of families in temporary accommodation to release savings of £4.785m
by 2024/25.
Next Steps

16.10 The need to continue to make financial savings and deliver improved services,

means that there is continuing need to identify new opportunities, grow our
revenue and bear down on costs and inefficiency within the organisation. This
process is continuous and CLT are continuing to review opportunities and
identify schemes which have scope to deliver both financially and non financially
for the Council. Through the dedicated Portfolio Boards, along with an
overarching Corporate Board, that consists of the Deputy Chief Executive and
Directors, and other relevant senior colleagues, new opportunities will be
identified and assessed. These portfolio boards will therefore be the initial
destination for any new business cases, where they will be ‘stress tested’.
17 Treasury Management
17.1 The Council’s Treasury Management Strategy provides the framework within

which authority is delegated to the Director Finance and Resources to make
decisions on the management of the Council’s debt and the investment of surplus
funds. The Council is authorised to borrow on a long-term basis to finance capital
expenditure and short-term to deal with cash flow fluctuations pending the
receipt of revenues.
17.2 The detailed Treasury Management Strategy and Policy is updated on an annual

basis alongside the Budget Report.
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17.3 The Council’s Investment Strategy outlines the investment priorities:

 Security – protecting funds by managing the credit risk associated with
investment decisions.
 Liquidity – the ability to fulfil spending obligations and maintain service
delivery.
 Yield – achieve optimum returns on investments, consummate to the
Council’s appetite to risk.
17.4 The Prudential Code for Capital Finance incorporates a number of indicators, set

as part of the Treasury Management Strategy and Capital Strategy, which are
designed to ensure that:
 Capital programmes are affordable.
 External borrowing and other long-term liabilities are within prudent and
sustainable levels.
 Treasury Management decisions are taken in line with professional good
practice.
Council Debt
17.5 The timing of external borrowing is a treasury management decision dependent

on expenditure forecasts, cash-flow resources and market conditions, and is not
directly associated with any particular items of expenditure (in line with
legislation).
17.6 The difference between the Capital Financing Requirement and External Debt

position is referred to as ‘internal borrowing’ – the funding of capital financing
needs through the use of temporary cash-flow resources in lieu of external
borrowing. This strategy is prudent in the current economic climate as
counterparty risk is high and investment returns are low.
17.7 The Council’s borrowing plans incorporate funding a number of major investments

set out in the Capital Strategy.
17.8 In October 2018 the Government abolished the Housing Revenue Account (HRA)

Debt Cap which limited Councils’ ability to borrow for housing purposes. Whilst
the removal of the HRA debt cap gives rise to more capacity to invest in housing
stock, and although currently accompanied by low market interest rates, it is not a
panacea for unconstrained borrowing. The revenue financing costs of servicing
new debt need to be sustainable over the long-term.
17.9 The Council has introduced a local Interest Cover Ratio (ICR) indicator to quantify

risk and inform sound financial judgement. The ICR, which we have set at a floor of
1.25, calculates a prudent proportion of HRA Operating Surplus allocated to cover
debt servicing costs (voluntary MRP and interest charges). The Council will set and
review each year annual upper limits on HRA debt over the 5-year medium term
planning period as part of its Treasury Management Strategy.
17.10 With no statutory upper limit on HRA borrowing capacity other than affordability,

then whilst broadly balanced now, capital spending plans funded by borrowing by
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the HRA and General Fund will diverge. In response the Council re-evaluated and
changed the method applied for allocating borrowing costs between the General
Fund and HRA from a single consolidated loan pool to two separate loan pools
from 2020/21 onwards. See the Housing Revenue Account sections below for
further details.
HOUSING REVENUE ACCOUNT
18 Overview
18.1

Since 1st April 2012, the Housing Revenue Account (HRA) has been operating
under ‘self-financing’ arrangements. The HRA took on £170m of debt and the
costs of financing that debt, in return for buying itself out of negative housing
subsidy payments.

18.2

Under self-financing the only income to the HRA is from rents (94%) and other
charges to tenants and leaseholders (6%).

18.3

This income must pay for debt financing costs, for the maintenance of houses (and
other assets) for tenants, and for management of council tenancies.
Diagram 1: HRA Expenditure Budgets 2021/22

18.4

It is therefore important to consider the long-term position for the HRA through
a thirty-year HRA Business Plan, to ensure it remains financially sustainable. This
informs the Medium Term Financial Plan for the HRA as shown in para 22.1.
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18.5

The investment required to maintain the housing stock, or to fund regeneration
where ongoing maintenance liabilities are prohibitive, needs to be managed
within the overall resources available to the HRA including any new borrowing
permitted since the October 2018 budget subject to the Prudential Code. Capital
expenditure plans therefore need to reflect estimated future costs of
regeneration, including the timing and profile of spend.

18.6

The key financial issues for the HRA, analysed below, are as follows:
HRA Income:
 Future rent levels
 Other income assumptions
HRA Expenditure:
 Key expenditure assumptions
 Depreciation
 Asset Management & Regeneration
 Debt financing
 Balances and reserves

19 HRA Income
Future Rent Levels
19.1

Under HRA self-financing, rents are no longer constrained by Housing Subsidy
considerations, but have been set by the Council according to its own
assessment of need. However, the affordability of the £170.0m of additional
debt taken on assumed that future rent would be set in line with the
government’s 2002 Rent Restructuring guidance2, that rents would be increased
annually at a rate of RPI plus 0.5% with additional incremental increases toward
a “formula” rent.

19.2

This is an important assumption under self-financing, as rent and other income
are the only long term income resources for the HRA. Any reduction in rent levels
below that assumed under Rent Restructuring, reduces the capacity of the HRA
to fund investment in the housing stock.

19.3

Several changes have however been made by the Government including a move
from RPI to CPI and culminating in a 1% annual decrease for four years from April
2016. This measure, brought into effect through the Welfare Reform and Work
Act 20163, resulted in a loss over the MTFP period of £15.23 per week in average
rent, or £31.0m in HRA resources. Over the thirty years of the HRA Business Plan,
this loss totals £444.0m.

19.4

The government has announced a new rent policy for the years 2020/212025/26, reverting to a CPI + 1% basis for annual increases; this has been
mandated through the extension of the Regulator of Social Housing’s powers to

2
3

https://www.gov.uk/government/publications/a-guide-to-social-rent-reforms-in-the-local-authority-sector
http://www.legislation.gov.uk/ukpga/2016/7/contents
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issue a Rents Standard binding on local authorities which incorporates the
government’s policy.
19.5

The key assumptions for HRA income are:
Table 13: Key Income Assumptions
2021/22

2022/23

2023/24

2024/25

Council Tenancy rents

1.50%

3.00%

3.00%

3.00%

Shared Ownership
rents*

2.70%

1.50%

3.00%

3.00%

* Shared Ownership rent changes lag one year behind council rent changes
19.6

The 2021/22 rent increase is considerably lower than previous expectations, due
to the low inflation rate of 0.5% caused largely by the impact of COVID-19. The
assumptions incorporate a return to an ongoing 2% CPI. This results in an
increase in the average rent of £1.33 per week from £88.55 in 2020/21 to £89.88
in 2021/22. Shared Ownership rents will contractually increase by 2.7%, a “whole
dwelling equivalent” average £2.21 from £82.02 in 2020/21 to £84.23 in
2021/22, in line with last year’s increase in council rents.

19.7

The national Welfare Reform changes are currently a risk to some of the income
in the HRA. Universal Credit started to be rolled out from early 2015. Under this
change, the rent for those tenants in receipt of Housing Benefit, previously paid
directly to the Council, is paid instead to the tenant, to themselves make rent
payments. This means income which was previously guaranteed to the HRA may
now not be collected. In addition the general reduction in benefits through
further Welfare Reform changes, most recently the introduction of the lower
Benefit Cap introduced in November 2016, reduces the income available to some
tenants, which may increase the risk of non-payment. Measures, such as
budgeting and debt management advice for tenants, are in place to mitigate this
risk. The roll-out of Universal Credit continues with unemployed single persons,
and so to date the number of tenants affected is quite limited. This is reflected in
the risks identified in para 6. However, confirmation has now been received that
Milton Keynes goes to digital Universal Credit Full Service during 2019, which will
affect collection rates.

19.8

The current rate of gross income collection (i.e., the proposed provision for bad
debts divided by the total of all current year income and arrears) is projected at
89.6% (reduced from last year’s 2019-20 rate of 92.1%) due to impact of COVID19 and increases in Universal credit cases. The budgeted collection rate has been
reviewed and is proposed at 90.4% for 2021/22, reflecting the reduction in
COVID-19 impact and improvement in collection. The gross collection rate
includes all charges raised by HRA including garage & commercial rents, major
works recharges, etc.

19.9

The net collection rate (former BVPI66a) refers to the collection of dwelling rent
only, which is all eligible for Housing Benefit. The 2019/20 year-end BVPI66a
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collection rate was 96.00%, and the forecast for 2020/21 is 95.91%, reflecting the
growing impact of Universal Credit and welfare reform. All debts continue to be
actively pursued through prompt, proactive and robust processing by a specialist
Housing Team.
Other income assumptions
19.10 The maximum discount available under the Right to Buy scheme is £84,200 from

April 2020. This has resulted in 52.50 sales (including Shared Ownership
staircasing) in 2019/20 against the original budgeted estimate of 50. The level of
RTB sales is expected to reduce in the future as past and current demand has
been satisfied, though there may be a relatively higher rate of sales of more
attractive new build council houses.
19.11 Allowing for a reducing impact of the increased discounts, rent income budgets

allow for Right To Buy sales and Shared Ownership escalation of:
Table 14: Estimated Right to Buy and Shared Ownership Sales
Stock Reduction
RTB Sales & Shared Ownership staircasing

2021/22 2022/23 2023/24 2024/25 2025/26
40.00

32.88

35.02

34.88

35.48

19.12 We are currently investing £53.4m through the Housing capital programme to

buy and build new council housing, in support of Delivery Plan objective 2.3. The
MTFP assumes that new stock will be delivered in line with current development
and acquisition programmes from the point at which capital resource allocation
is approved. The current approved capital programme includes budget for 289
additional units of stock.
19.14 Regeneration plans at the Lakes estate and Fullers Slade also include additional

new council housing, which is not yet included in the MTFP, along with the costs
of regeneration of the existing stock.
19.15 Refurbishment or replacement of Mellish Court and The Gables is not yet

included in the MTFP, pending approval of the preferred option and budgets.
20 HRA Expenditure
Key Expenditure assumptions
20.1 The Council’s corporate financial planning assumptions have been applied to

inform the key HRA expenditure assumptions, which include:
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Table 15: Key Expenditure Assumptions
2021/22

2022/23

2023/24

2024/25

General Inflation

1.50%

3.00%

3.00%

3.00%

Construction Inflation

2.40%

3.40%

3.40%

3.40%

Insurance inflation

4.00%

4.00%

4.00%

4.00%

Water inflation

4.00%

4.00%

4.00%

4.00%

Gas inflation

5.00%

6.00%

6.00%

6.00%

Electricity inflation

7.00%

7.00%

7.00%

7.00%

Depreciation
20.2

Under self-financing the Major Repairs Allowance has been replaced by a
depreciation charge based on a local assessment of capital spending needs. This
is the resource that the Council sets aside to maintain current housing stock in
future years.

20.3

Since April 2017, the major components of the stock (such as structure, kitchens,
bathrooms, roofs and windows) are required to be valued and depreciated
separately based on their different useful lives.

20.4

This is a prudent approach as it ensures sufficient resources will be available for
the replacement of the relevant components..
Asset Management & Regeneration

20.5

The move to self-financing and reliance on rental income means that councils
must plan the way that they manage their assets, to control costs and maximise
income.

20.6

Ensuring that assets are maintained to a standard that enables them to continue
to generate rent income is a key element of the self-financing HRA. This
essentially means ensuring that homes are safe, warm and well maintained.

20.7

To do so, the priority for the Council is to make informed investment decisions
that look at the overall life of the individual assets, the investment needed, and
future revenue streams. This is part of the strategic asset management function.

20.8

The profile for asset investment in the existing stock, based on stock condition
data has now been updated, has been used to inform the whole life cost and cost
benefit analysis for the Regeneration programme. This data has highlighted a
disproportionate need for spend across asset types, which require a detailed
strategic review as follows:


Non-traditional construction housing is largely within the first tranche of
asset data. These properties are hard to heat and maintain. A whole house
“regeneration” approach as tested at the Lakes estate could be a viable
solution. Also included in this category are the REEMA blocks in West
Bletchley, which require a detailed structural assessment and feasibility study
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incorporating a range of options and detailed cost plans to test the viability of
retaining these assets.

20.9



Traditionally constructed housing will be assessed for future spend based on
outputs from the Asset Management system. This profiling will enable the
correct balance of spend to be applied between regeneration and nonregeneration areas.



Sheltered Housing schemes where significant costs have been identified as
being associated with the replacement of communal heating systems; an
ongoing programme that seeks to provide renewable energy heating sources
is in place with bespoke solutions needed for each scheme. A small number of
schemes have wider issues with long-term sustainability, which is being
considered jointly between Housing and Adult Social Care.



Rural stock, where some complex roofing issues and provision of modern
facilities drive the overall cost up. Properties will be assessed on a case-bycase basis with some high cost and/or low demand properties being disposed
of in the open market.



High Rise blocks, specifically the Gables in Wolverton and Mellish Court in
West Bletchley, where a refurbishment or replacement programme is
currently being consulted on.

The Council owns over 11,000 social rented and 1,500 shared ownership
properties spread over 70 locations.

20.10 The Housing Revenue Account Business Plan, on this agenda, sets out the updated

approach to the need for regeneration of the stock and estates, together with a
financial annex showing the 30-year forecast for the HRA.
20.11 The HRA Business Plan includes an expanded Planned Maintenance Programme,

totalling £165m over the five years commencing April 2019.
Debt Financing
20.12 Cabinet considered, at its September meeting, a recommendation that HRA debt

should be treated as separate from General Fund debt, in a “Two Pool” approach.
This is set out in more detail in the HRA Business Plan report and annexes, and in
the Treasury Management Strategy.
21 Balances and Reserves for the HRA
21.1 As part of the HRA budget setting processes, the risks in the HRA are reassessed to

determine a prudent minimum level. This level has been assessed at £6.179m for
2021/22 and the medium-term, although this will need to be revisited once
specific regeneration proposals and associated risks become clearer.
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22 Summary Financial Sustainability Plan for the HRA
22.1 The forecast income and expenditure for the HRA, taking the income and

expenditure assumptions into consideration is summarised in the following table.
Table 16: Summary Housing Revenue Account Position
Approved
2020/21
Budget
£m
(53.033)

Proposed
2021/22
Budget
£m
(53.925)

Proposed
2022/23
Budget
£m
(55.933)

Proposed
2023/24
Budget
£m
(57.579)

Proposed
2024/25
Budget
£m
(59.156)

Non-Dwelling Rents

(0.319)

(0.319)

(0.319)

(0.319)

(0.319)

Leaseholders' Service Charges

(0.800)

(0.800)

(0.800)

(0.800)

(0.800)

Fees & Charges

(1.406)

(1.406)

(1.406)

(1.406)

(1.406)

Interest Receivable

(0.625)

(0.069)

(0.053)

(0.038)

(0.053)

(56.183)

(56.519)

(58.511)

(60.142)

(61.735)

10.834

11.029

11.330

11.642

12.005

General Management

9.543

12.893

10.419

10.529

10.643

Special Services

3.225

3.474

3.475

3.553

3.575

Rents, Rates, Taxes & Other Charges

0.043

0.043

0.043

0.043

0.043

13.800

13.800

13.800

13.800

13.800

Bad Debts Provision

0.614

0.614

0.614

0.614

0.614

Capital Transfers

9.853

3.917

8.053

9.596

11.184

Interest and Repayment of Capital Debt

8.272

10.749

10.778

10.365

9.871

Total Expenditure

56.183

56.519

58.511

60.142

61.735

Total Housing Revenue Account

(0.000)

(0.000)

(0.000)

(0.000)

(0.000)

HRA Budgets
Dwelling Rents

Total Income
Repairs & Maintenance

Depreciation and Impairment

22.2 The revenue contributions to fund new capital works, improvements, and new

builds (including depreciation charges which finance the Major Repairs Reserve)
are reflected in the proposed Capital Programme. As detailed in the Capital
Programme annex to the Budget report, the HRA capital programme includes
provision for:
Table 17: Summary Housing Capital Programme
Capital Schemes
New Build
Regeneration
Aids & Adaptations
Planned Maintenance
Voids
Total

2021/22
2022/23
2023/24
Programme Programme Programme
£3.115m
£2.505m
£1.850m
£1.176m
£1.211m
£1.247m
£37.106m
£33.397m
£33.202m
£2.776m
£2.922m
£2.999m
£46.678m
£39.380m
£37.448m
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22.3

The MTFP has been designed to project a sustainable position for the Housing
Revenue Account, given that the minimum level of prudent HRA reserve has
been assessed at £6.2m. However, the medium term projections for the HRA will
need to be reassessed in light of emerging regeneration proposals There is
provision in the baseline business plan for areas of spend on planned
maintenance, aids and adaptations etc. in 2024/25 and 2025/26, however the
split across priority areas is not yet agreed. Capital budgets will be approved for
other schemes (such as regeneration and new build) as schemes are prioritised,
individually assessed for VFM and their impact on the overall HRA Business Plan,
and when approved will be added into the capital programme.

CAPITAL
23 Approach to Capital
23.1

From 2019/20 there is a requirement under the CIPFA Prudential Code and
Treasury Management Code that Council’s produce a Capital Strategy. The
strategy gives a high level overview of how capital expenditure, capital financing
and treasury management activity contribute to the provision of local public
services along with an overview of how associated risk is managed and the
implications for future financial sustainability. The strategy is detailed in Annex
O.

23.2

We see our capital spending and assets to be an essential part of addressing the
medium term financial challenge. This is for three main reasons:
 Funding Source - The assets we hold need to be used as effectively as possible to
release funding or generate income in the future. For example, we have an
agreement with a major developer to facilitate the sale and development of
over 2,500 properties in our Western Expansion Area and we are identifying
opportunities to build houses on smaller parcels of land. We are also releasing
properties and sites we no longer need to save money in maintenance and
running costs while also generating capital receipts.
 Transformation – We are identifying schemes which can transform services to
support the financial position over the medium term. For example, moving to
LED lighting in street lamps to reduce running costs and replacing bollards with
more flexible versions and without lighting and investment in technology. These
schemes are essential to our long term financial sustainability.

24 Capital Principles
24.1

There are a number of principles which we apply to capital, which have been
previously endorsed by the Cabinet. These are:
 Emerging pressures are managed within existing cash limits - new capital
schemes are not added in year, unless there is an explicit decision to re-prioritise
the Capital Programme removing schemes if necessary. All schemes in the
Capital Programme must be fully funded.
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 Spending is aligned to Key Priorities - capital schemes will be prioritised based
on information arising from Council Plan priorities, infrastructure to support the
delivery of growth and asset management plans.
 Income is only included in the budget when supported by robust proposals and
is therefore deliverable - capital schemes relying on funding from external
parties will only be given spend approval when funding is confirmed.
Expenditure against capital receipts will normally only be agreed once received.
 Future liabilities are anticipated - the need to maintain the Council’s assets is
recognised and given priority within the Capital Programme. The Council is
developing a pipeline programme to outline future potential investment
requirements. This will provide context when prioritising projects for inclusion
within the capital programme. In addition, before committing to a scheme the
revenue implications are considered and the asset/ investment are designed to
be financially sustainable.
 Budgets are sustainable - Council budgets recognise that sales of assets alone
are not a sustainable method of funding the capital programme over the
medium-term. The Council needs to anticipate finding shortfalls in the Capital
Programme and build into its revenue budget the capacity to borrow or make
revenue contributions to capital in order to ensure essential infrastructure is
provided.
 Base Budget / One-off expenditure/ Capital expenditure are distinguished.
 Capital schemes: Allocation of resources is separate from expenditure approval
to spend.
 Capital and revenue planning needs to be integrated to ensure implications are
fully anticipated.
 The use of specific grant funding does not lead to budget pressures - where
grant funding is made available to schemes there needs to be an explicit
assessment of risk. With complex schemes where grant funding is fixed, the
Council needs to recognise it would have to wholly fund any overspend.
25 Allocating Capital Resources
25.1

The forecast Medium Term Capital Programme will deliver major investment in
Milton Keynes. Some of these items are as follows:


Current indications are that a further 6000 school places will be required
by 2026. This is likely to require a further 5 new primary schools and 1
secondary schools, together with a significant number of expansions to
existing schools.



The Council Plan seeks to deliver more affordable housing, council
housing and accessible properties, with commitments to build 500 more
new Council homes by 2022, investigating establishing a disruptive
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council-owned housing company to deliver 2000 new truly affordable
homes by 2023.
Prudential borrowing continues to enable the backlog maintenance
issues on highways and infrastructure to be addressed and street lights
to be replaced and become more energy efficient through trimming and
dimming works.



25.2

The Council Plan supports the aspiration that MK should grow to a population of
410,000 and beyond by 2050, supporting the growth of housing within the
Borough securing the future of Milton Keynes by delivering Plan:MK, with a
vision to be the greenest and most sustainable city in the world. The Council Plan
prioritises new infrastructure to support growth including investment in the
development of a new university, growth in school places, development of plans
for a mass transport system in Milton Keynes and commitment to continue to
develop the Strategy for 2050.

25.3

The diagram below shows some of the major schemes and how they contribute
to the Council Plan.
Diagram 2: The MK Council Plan and Major Supporting Schemes
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25.4

To ensure that capital assets continue to be of long-term use, the Council has
developed a Corporate Property Strategy (CPS). There are three key outputs
from the CPS:


An Asset Management Plan which sets out the rationale for
retaining, developing, or disposing of assets based on strategic and
service delivery need identified in conjunction with the service areas.

39
(192)



A Building Maintenance Plan which sets out the backlog maintenance
and investment required to ensure that the Council is providing the
good condition assets in the right location to meet service delivery
needs.



A suite of policy documents setting out how the Council will manage
property assets.

25.5

While some funding allocations have Government guidelines for spending, we
will use the resources we have available to meet our local priorities in the most
effective manner across service areas. Ring-fenced funding is always spent in
accordance with requirements.

25.6

In light of the revenue funding position of the Council, we will only use
prudential borrowing on schemes which generate an income stream, to avoid
adding further pressures to the revenue budget.

26 Estimating Capital Resources
26.1

There are a number of different funding sources for the capital programme, the
main funding sources and the key assumptions are explained in the Capital
Strategy in section 11 and summarised in table below.

Table 18: Forecast Capital Resources
2021/22
£m
Capital Receipts
Developer
Contributions

1.235
11.678

0.470
3.089

0.220
3.250

0.000
1.000

2025/26
Onward
£m
0.000
0.000

New Homes
Bonus
Parking Reserve
Prudential
Borrowing
Single Capital
Pot
Grants
GF Revenue
HRA Revenue
Third Party
Contributions
Major Repairs
Reserve
Total

1.055

1.408

0.000

0.000

4.442

0.000
7.033

0.000
0.880

0.000
0.694

0.000
3.560

0.000
3.930

51.584

6.655

6.201

6.273

6.086

9.376
0.000
16.806
26.247

60.230
0.000
13.800
25.360

29.555
0.000
16.243
20.985

1.117
0.000
0.000
0.000

1.117
0.000
0.000
0.000

0.542

0.000

0.000

0.000

0.000

125.556

111.892

77.148

11.950

15.575

26.2

2022/23
£m

2023/24
£m

2024/24
£m

Both in total and at the individual resource level these are at best prudent
estimates of future resources, but may be subject to change. The medium term
position will continue to be updated on a regular basis.
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27 Forecast Capital Expenditure
27.1

In order to assess our capital expenditure needs we have to consider a number
of different issues (as set out in section 24.1). The forecast expenditure position
is as follows:

Table 19: Forecast Milton Keynes Council Capital Expenditure
2025/26
2021/22 2022/23 2023/24 2024/25
Onwards
£m
£m
£m
£m
£m
Education –
Continuing
Schemes
Education –
New Starts
Transport –
Continuing
Schemes
Transport –
New Starts
Social Care &
Housing GF –
Continuing
Schemes
Social Care &
Housing GF –
New Schemes
Housing HRA –
Continuing
Schemes
Housing HRA –
New Starts
EPCS –
Continuing
schemes
Strategic Pot–
New Starts
TOTAL
Expenditure
27.2

32.285

4.065

0.002

0.000

0.000

3.123

6.000

3.200

0.000

0.000

5.196

2.667

3.560

1.900

5.890

11.944

58.984

25.632

8.831

8.901

0.000

0.000

0.000

0.000

0.000

1.117

1.117

1.117

1.117

1.117

3.386

0.000

0.000

0.000

0.000

43.292

39.380

37.448

0.000

0.000

3.100

1.061

0.621

0.000

0.000

4.422

6.976

8.250

0.000

0.000

107.865

120.250

79.830

11.848

15.908

The forecast Medium Term Capital Programme will deliver major investment in
Milton Keynes. Some of these items are as follows:
 In response to increased development and the corresponding growing
population, the demand for new school places is constantly managed. Current
indications are that a further 6000 school places will be required largely within
the new development areas by 2026. This is likely to require a further 5 new
primary schools and 1 secondary school (being delivered as an all through
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school), There may also be a requirement for additional expansion projects to be
delivered to mitigate any area specific shortfalls that might be experienced over
the coming years. However, no expansion projects have been identified as being
required at this moment in time.
 The Council Plan seeks to deliver more affordable housing, council housing and
accessible properties, with commitments to build 500 more new Council homes
by 2023.
 Prudential borrowing continues to enable the backlog maintenance issues on
highways and infrastructure to be addressed and street lights to be replaced and
become more energy efficient through trimming and dimming works.
 ICT investment in systems replacement and infrastructure to reduce the costs of
support and maintenance and to enable workforce efficiencies through better
use of technology.
28 Summary Capital Programme
28.1

The table below shows a summary of the capital position over the MTFP period
and the resources allocated in the Capital Programme.
Table 20: Forecast Summary of Capital Resources and Expenditure

Capital Resources
Capital
Expenditure
Net Position
(surplus) / deficit
Cumulative
Position (surplus)
/ deficit
28.2

2021/22

2022/23

2023/24

2024/25

2025/26
Onwards
£m

£m

£m

£m

£m

125.554
107.865

111.892
120.250

77.149
79.830

11.951
11.848

15.575
15.908

(17.689)

8.358

2.681

(0.103)

0.333

(17.689)

(9.331)

(6.650)

(6.753)

(6.420)

Whilst Table 21 shows an excess of resources over planned expenditure,
£6.420m of this funding is Education specific as outlined in paragraph 27.2
above. There is also a number of areas expenditure which will require funding in
the future, increasing the overall funding requirement.


Pipeline schemes require further work prior to further consideration.



The Corporate Property Strategy has been approved. Included within the
strategy, an asset management plan set out the rationale for retaining,
developing and disposing of assets, and the building maintenance plan
identified a backlog of maintenance and investment requirements in
council operational property assets. Further work is required to determine
the level of investment required in non- operational buildings and until
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defined, funding has not yet been set aside within the programme to
finance this programme of work.


A Transport Infrastructure Delivery Plan has been approved. This builds on
the adopted 2018 Mobility Strategy and the Infrastructure Delivery Plan
for Plan MK and its evidence base to clarify the transport infrastructure
requirements in the next 10-15 years. Whilst specific schemes have not
yet been developed, a high level cost assumption of £2m pa has been
included within the pipeline programme.



It is also likely that the Council will need to improve net financial returns
across its asset base over the medium term to meet capital requirements,
or to contribute (under new legislation) to the transformation costs of the
Council. This has also not yet been fully identified or included within the
programme.

29 Risks
29.1

A critical element of the MTFP is to ensure that the financial consequences of risk
are adequately reflected in the Council’s finances. All of the main risks that face
the Council are considered in order to assess the likelihood of the risk happening
and the potential financial implications. The main risks for the 2021/22 Budget
fall into three main categories:
 Income and funding risks.
 Demands for service delivery.
 Delivery of savings.

29.2

These are summarised in Annex V (General Fund) and Annex N (Housing
Revenue Account) of the budget report.
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Executive summary
The draft Housing Revenue Account Business Plan (HRA BP) was presented to Cabinet
on the 1 September 2020 and set out how we intended to achieve our ambitions to
maintain and improve our existing housing stock, regenerate local estates, build new
council homes and improve the services we deliver to our tenants. Since this time much
has changed in the economic environment of the UK and it is clear that significant
intervention is required in the future of Mellish Court and the Gables. Despite this
uncertainty, the Business Plan delivers a significant investment programme, putting us
on a sustainable path to realising our ambitions for council homes in Milton Keynes.
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A thorough review of the consultation feedback from current council tenants and
leaseholders has been undertaken which has emphasised the importance of investing
in our housing stock so that our tenants and leaseholders can feel safe and secure in a
decent home. Due diligence on the 30-year rolling financial model has incorporated
the economic uncertainties due to the impact of COVID-19 and Brexit, and key factors
such as updated rent figures.
These are unprecedented times for the country and Milton Keynes Council. The
Business Plan will be updated annually and as the true economic impact of Covid19,
Brexit and the recession are understood, the 30-year outlook will become clearer.
The consultation with tenants and leaseholders was a core component of the refresh.
2,384 responses were received, and the results and comments have been carefully
analysed. Tenants and leaseholders told us that their priority areas for investment in
their homes were:
 Repairs and maintenance of existing council homes
 Improvements to existing homes, prioritising kitchens, bathrooms, energy
efficiency and dealing with mould
 Estate improvements, with a focus on paving and paths, fences and gates, pest
control, and grass and shrub cutting
 Improved entrance security for communal areas and sheltered accommodation
Further details of the consultation can be found in Annex C.
In the September 2020 report to Cabinet, we set out proposals to adopt two debt pools
(currently we operate a single debt pool), splitting the General Fund and HRA debt and
thereby ensuring future decisions can be made independently, reflecting the different
needs and investment requirements in the HRA. This change is in line with the CIPFA
Prudential Code for Treasury Management and will help support greater investment
into the HRA. As part of this we also adopted a Voluntary Minimum Revenue Provision
to ensure that new investment funded through debt is sustainable. These changes are
fully reflected in the updated rolling forecast.
The Business Plan is constrained by the resources available, made up from a
combination of tenants’ rents and service charges, capital receipts and prudent levels
of debt finance. The removal of the debt cap now allows for greater investment in new
stock subject to the overall affordability of new debt.
The Council’s Treasury Management Strategy sets out the approach that we have
adopted to setting an affordable borrowing limit for the HRA (replacing the former
statutory debt cap). We have used this to set out the overall level of debt that the HRA
can afford in the latest rolling business plan. The borrowing limits are based on the
ability of the HRA to service debt costs and therefore changes to the operating surplus
within the HRA model will impact on future debt capacity. The level of debt that the
HRA can take on will change as the Council decides and finalises its investment
priorities. This will be reviewed annually to reflect external economic factors and to
balance new service priorities.
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1.

Decision/s to be made

1.1 That the updates to the Housing Revenue Account Business Plan be noted
(Annex A)
1.2 That Cabinet note the Rolling Business Plan Model at Annex B (which sets out the
projected 30-year forecast based on achieving Decent Homes Standard and
investment in approved new build and regeneration schemes) and forecast
borrowing capacity based on these current assumptions
1.3 That the Rent and Service Charge Policy at Annex D be approved which sets out
the principles MKC applies in calculating rents and service charges for its housing
stock and creates the procedural framework for rent setting, service charges and
income collection.

2.

Why is the decision needed?

2.1 The HRA BP is the overarching strategic document that sets out what our
anticipated resources and investment priorities are and reflects the renewed
ambitions of the Council to build more council homes and to bring our existing
homes up to a decent standard with a clear focus on carbon reduction and
sustainability.
2.2 The rolling baseline HRA BP Model (Annex B) is the 30-year rolling financial
forecast of our statutory maintenance programme and our approved capital
programme of new build. This shows that the council can invest in meeting the
Decent Homes Standard and build 290 new homes, and that the surplus left in
the HRA will be £110m based on current economic forecasts. This surplus, along
with any borrowing capacity, represents the amount that the Council can invest
in its key priorities over the next 30 years, such as aiming to deliver 1,200 new
council homes by 2030. This will be reviewed and updated annually to reflect
changes in economic forecasts and assumptions.
2.3 The Council has ambitious plans to improve its existing housing stock, build more
council homes so more local people have good quality, safe, secure and
affordable housing and invest in the regeneration of its estates and communities.
The Council will seek to attract external government funds to support the
maintenance, regeneration and build programmes. The removal of the statutory
borrowing cap provides an opportunity to increase the future level of investment.
However, it is essential that this is undertaken prudently. Details of the Council’s
approach to setting a Prudential Borrowing Framework are set out in the
Council’s Treasury Management Strategy which is annexed as part of the main
budget report on this agenda.
2.4 Work is progressing well to assess the key priority schemes and finalise our
Investment Plan which will deliver more investment in our tenants’ and
leaseholders’ priorities. We will be presenting this in summer 2021 once we have
completed the viability and project programming work currently in progress.
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The HRA Business Plan (Annex A)
2.5 The HRA Business Plan refreshed for 2020/21 to 2049/50 is included at Annex A.
The key priorities of the Business Plan have been refocussed around the
consultation feedback, a clearer understanding of the need for investment in our
two tower blocks and due diligence on the financial modelling, and are as follows:
Existing Homes
2.6 In April 2019 the Council embarked on a £165m five-year planned investment
programme aimed at bringing the Council’s housing stock up to the Decent
Homes Standard. In 2018 the percentage of council homes that failed to meet
this standard stood at 35%; by July 2020 this had significantly improved and
moved to 13%. The proposed investment outlined in this plan (£997m over 30
years) will ensure that all of the Council’s properties meet and are maintained at
this standard as a minimum. Further work will be undertaken in consultation with
tenants and leaseholders to consider and agree a new Milton Keynes Decent
Homes ‘Plus’ standard that will exceed the national minimum. The potential cost
of this is not reflected in the draft updated financial model but will be assessed
as part of ongoing updates of the financial forecast as discussions progress and
the implication is quantified.
2.7 This will include ambitious proposals to contribute towards our plans to become
a carbon neutral council by 2030 and carbon negative by 2050, through an
improved ‘whole house’ approach to external walls, insulation, the use of solar
panels, clean energy centres, and moving away from the use of fossil fuels
towards renewable, greener energy solutions. The Council will work with Mears
and Engie to apply for external government grants to support this programme
which is expected to be £50m from the planned maintenance investment over
the next 3 years.
2.8 In July 2020, a three-year extension to our repairs and maintenance contract with
Mears was approved. This will run to March 2024 and includes a reduction in the
time taken to carry out repairs from an average of 12 days to nine days, an
extension to the programme of local repair surgeries and a change to the way we
calculate customer satisfaction with only scores of eight and above (on a scale of
1 to 10) being classed as customers satisfied. We will invest in the Council’s Asset
Management and Investment Team to ensure that the management of the
contract is robust and that continuous improvement in service delivery is
achieved. We will also shortly begin planning for the potential direct delivery of
the repairs and maintenance service post March 2024.
2.9 The tenants’ consultation feedback highlighted the importance of good housing
management. The Council will invest more in looking after and maintaining
estates, including a review of the pest control provision and working with Public
Realm on a solution for pest control across MKC housing land and assets.
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New Council Homes
2.10 The draft plan has modelled potential future investment in a supply of new homes
to reflect our aspiration to build and acquire 1,200 new council homes by 2030.
This would make a significant contribution to alleviate homelessness and ensure
that residents have access to good quality, safe, secure and affordable housing.
There are several government schemes that can help support this ambition and
the Council will seek to attract external funds so it can meet the needs of our
growing city.
Mellish Court and the Gables
2.11 The Council owns and manages two tower blocks – Mellish Court and The Gables.
The Council commissioned its structural engineering specialists to carry out
intrusive surveys of both buildings. These surveys identified compartmentation
issues at both blocks and concluded that neither block meets current health and
safety standards given their age, as both were built in late 1960s. As a priority,
short term mitigating measures have been put in place to ensure the safety of
residents. This includes upgrades to smoke/heat detectors and fire doors,
evacuation plans and procedures, a 24/7 warden patrol service, increased
presence of caretakers and housing officers and a decant plan. Extensive
engagement is ongoing with residents to ensure they have every opportunity to
ask questions or raise concerns. An eight-week consultation on whether the
Council should refurbish the blocks or demolish them and build new council
homes on the site commenced on the 14 December 2020, with a delegated
decision report to be considered on 2 March 2021 following the consultation.
Regeneration
2.12 Following a 20-week consultation, the Council’s new Community-led
Regeneration and Estate Renewal Strategy was adopted in October 2020. This
strategy sets out our strategic priorities for community led regeneration and
estate renewal under six key themes:







Housing: increase the supply and quality of council homes to meet housing
need and tackle the housing crisis
Communities: improve the quality of the local environment with better
green and open spaces, supported by good infrastructure and community
facilities
Environmental sustainability: reduce our carbon footprint and contribute
towards the aim for MK to be carbon neutral by 2030 and carbon negative
by 2050
Health and wellbeing: promote a high quality of life for people of all ages
and backgrounds, in connected and healthy neighbourhoods
Community safety: tackle crime and antisocial behaviour (ASB) to ensure
that people feel safe and secure in their homes and neighbourhoods
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Better jobs and skills: enable people to maximise economic opportunity in
Milton Keynes through targeted support for training, employment and
enterprise

2.13 The strategy provides a clear vision of how we will work with residents and other
stakeholders to achieve our community led regeneration and estate renewal
ambitions for Milton Keynes and build strong communities across the borough.
2.14 We remain committed to regeneration, with a greater focus on jobs, skills and life
chances built around estate renewal, strengthening the work already being
delivered. We want to ensure that proposals are financed from a range of sources
and that communities define their own needs and priorities.
2.15 We will adopt a commissioning and procurement approach that focusses on
social value and makes a positive contribution to Milton Keynes by supporting
and increasing local jobs, training and apprenticeship opportunities.
2.16 We will retain a strong focus on environmental sustainability and support the
ambitions set out within the Sustainability Strategy 2019-2050 for Milton Keynes
to be carbon neutral by 2030 and carbon negative by 2050.
2.17 Following planning consent being received in 2020 for Phase A and outline for
Phase B of the Lakes estate renewal project, we will undertake a procurement
exercise in 2021 linked to the delivery of Phase A. This will allow for the
construction of the new council homes required to cater for the decanting of
Serpentine Court. Alongside this, environmental works will begin on-site,
following engagement and consultation with residents to improve sections of the
public realm. The works are:
(a)
(b)
(c)

to improve courtyards;
to renew play areas; and
to carry out cycle route improvements.

Asset Management Plan and Value for Money
2.18 The Asset Management Plan (AMP) is under development and sets out the
Council’s approach to managing its housing related assets held in the Housing
Revenue Account. It covers a range of activities that ensure our housing stock
meets the needs and standards required, both now and in the future.
2.19 Central to the HRA BP is the need to demonstrate value for money (VFM). Key
considerations when assessing VFM will include:
a)
b)
c)
d)

Income stream vs. cost in net present value terms – demonstrating that the
income from the scheme can cover the cost of delivery
Comparison with other relevant alternative options to understand the
relative costs and benefits, e.g. market benchmarks to new build.
Cost vs. impact – demonstrating that investment reduces costs and/or
generates savings or income elsewhere (both within and beyond the HRA)
Cost vs. benefit – how investment benefits our customers
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3. Implications of the decision
Financial
Legal
Communication
Energy Efficiency

Y
Y
Y
Y

Human rights, equalities, diversity
Policies or Council Plan
Procurement
Workforce

Y
Y
N
N

a) Financial implications
The financial implications of the updated rolling HRA BP, and the Baseline
Business Plan Model (BPM) are set out in Annex B. In summary the Baseline BPM
shows that debt will still be repaid within the BP period, with a balance of £110m
surplus.
The HRA Business Plan Model provides a snapshot of the current projected
income and expenditure using a range of assumptions. The actual resources
available will vary significantly as changes arises, for example as a result of annual
inflation. The magnitude of potential investment and the duration of the BP
period mean that there is considerable risk involved in the delivery of the BP. This
risk can be mitigated by incremental approaches to approving additional
expenditure, keeping the HRA BP and BPM up to date to ensure that operational
and financial planning is based on good recent evidence, and awareness of risk
indicators as shown in the sensitivity analyses included in Annex B and mitigating
actions being taken promptly. It will be necessary to have clear prioritisation
across the programme to ensure that investment decisions are balanced against
affordability and the Council optimises value through the appropriate delivery
option.
The financial implications of proposed changes to HRA borrowing arrangements,
and potential prudent limits to new HRA borrowing, are set out in Annex B.
We will be reviewing and updating the base assumptions moving forward on a
six-monthly basis and publishing the 30 Year Rolling Model annually.

b) Legal implications
The Council has a statutory duty to approve a balanced Housing Revenue Account
each year. There are no other direct legal implications.

c) Other implications
An Equalities Impact Assessment has been undertaken and has not identified any
adverse impact in terms of equalities and diversity.

4.

Alternatives

4.1 Not approving the revised Business Plan would make it more difficult to prioritise
our resources in the strategic manner contained within it. This could lead to
delays to our development programme and potentially negatively impact on the
stock investment programme.
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4.2 Not considering the HRA BP Model and changes to HRA borrowing arrangements
would restrict our ability to understand the financial consequences of planned
spending and borrowing.
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1. Introduction

1.1

Overview

In April 2012, new legislation changed the way in which local authority housing is
financed. Under the provisions of the Localism Act 2011, the centrally controlled
Housing Revenue Account subsidy system was abolished, and councils were given
local control to run their housing (landlord) services in consultation with tenants and
leaseholders. Although this has provided greater flexibility, the government still exerts
significant control through the capping of rents and control of receipts from the Right
to Buy Scheme. These place significant constraints on the ability of the HRA to deliver
investment.
The Housing Revenue Account (HRA) Business Plan is Milton Keynes Council’s
strategic plan for managing and maintaining its housing stock under these
arrangements. It sets out the Council’s short to-medium term plans and priorities for
its landlord services and provides a long term (30 year) perspective on stock
investment, new builds and financial planning.
The business plan is a baseline document to commence 2020/2021. In light of the
impacts of COVID 19 and the unprecedented economic uncertainty being felt across
the country, the business plan needs to maintain a focus on the important issues that
have already shaped our thinking; the need for residents to have access to safe,
quality, secure, affordable housing and tackling the climate emergency. COVID 19 has
had, and will continue to have far reaching effects, not only by impacting directly on
the lives of residents, but also impacting the delivery of the Council’s housing related
services and those of its contractors, disrupting the supply chain and driving up costs.
We will need to take a prudent approach to investment of the HRA; making the right
investment decisions at the right time will be key to supporting MK residents and the
local economy. The business plan will be a live document and will be reviewed
annually in consultation with tenants and leaseholders to reflect changing
circumstances and priorities. Updates will be provided to Cabinet on a 6-monthly
basis.
The Council has high ambitions for housing and regeneration, and these are
articulated in this baseline business plan. One of our main focusses is to keep
residents safe and improve their homes to a Decent Homes Standard. It has become
clear in recent months that significant investment in our tower blocks, Mellish Court
and The Gables, will be required. In the early months of 2021, we will re-provide homes
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for the residents of Mellish Court and The Gables, ensuring they are kept safe while
we do this. We will provide confirmation of the ‘what next’ for these communities and
assets by the end of Spring 2021.
The Council also has high ambitions for new council housing and regeneration and
renewal of estates as set out in previous Council strategies, and these are articulated
in this baseline business plan. We have an ambition to build 1,200 new council homes
by 2030. We will deliver regeneration and estate renewal programmes across our
assets. The Lakes Estate Phase A plans have received planning approval and are
progressing and the development of plans with residents following the ballot in Fullers
Slade is progressing. We will work with partners to tackle anti-social behaviour, which
causes misery and disruption for too many of our residents and tenants.
We will tackle climate change and fuel poverty by improving the energy efficiency of
our existing and new build housing stock, significantly contributing to reaching our
target of being carbon neutral by 2030 and carbon negative by 2050. Stock owning
Local Authorities will need financial support to recognise the costs of achieving this
over this period and deliver to new national targets.
Prudent financial management is vital to ensure we can deliver the maximum benefits
possible for our tenants and residents. This business plan sets out the baseline budget
envelope which will drive the extent of our activities over the coming years. In the
context of COVID 19 and its economic impact, our plans for regeneration and planned
maintenance will provide significant economic impetus to the borough.

1.2 Purpose of the Business Plan
The plan focuses on the core business of managing and investing in the Council’s
HRA housing stock (and associated land), providing services to council tenants and
leaseholders and investing in new council homes. At December 2020, the Council
owned 11,118 homes and managed 1,618 leasehold properties. The purpose of the
business plan is to:
•
•
•
•
•

Set out the Council’s medium-term objectives for the housing service as a
landlord, aligning these with the Council’s corporate objectives and priorities.
Analyse the current position for the housing service.
Assess the key challenges facing the landlord service.
Plan how to achieve the objectives and meet the challenges, through the
formulation of an action plan (the Delivery Plan).
Explain how the actions will be resourced.
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•

Provide a framework for managing key risks and for monitoring and evaluating
progress in delivering the Business Plan.

In delivering its objectives as a landlord, the Council will seek to achieve a balance
between:
•
•

•

•

•
•

Meeting the needs and expectations of our tenants and leaseholders and reflecting
their priorities, whilst maintaining efficiencies.
Investing in our existing housing stock to ensure the ongoing quality and
sustainability of our assets. We will include renewable energy solutions where
possible and follow the policies laid out within PlanMK and the MK Sustainability
Strategy 2019-2050.
Investing in new council homes to replace those lost through the Government’s
Right to Buy scheme and to meet local demand. In doing so we will ensure that
any new homes brought forward are sustainable and of a high quality, including
renewable energy where possible and follow the policies laid out within PlanMK
and the MK Sustainability Strategy 2019-2050.
Ensuring that the supply of new council homes is brought forward according to
need and that we do not only concentrate on delivery within the major urban
conurbations.
Ensuring rents and service charges are truly affordable and offer value for money,
whilst ensuring that a healthy HRA is maintained to enable ongoing investment.
Prudently setting aside resources to repay housing debt.
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2. Strategic context

2.1

Milton Keynes: The local setting

Approximately 18% of the boroughs’ total housing stock is social housing, either
provided by the Council or other social housing providers. The population is estimated
to be in the region of 265,000 and is growing rapidly. As such, in 2016 the Objectively
Assessed Need (OAN) for housing in Milton Keynes was 26,500 up to 2031.

2.2

The strategic framework

The HRA Business Plan (HRABP) is a key document setting out what the Council will
do in its role as a housing landlord to help deliver the Council’s wider objectives set
out in the Council Plan, PlanMK, Housing Strategy and Sustainability Strategy. The
HRABP is a living document which articulates the short, medium and long-term
strategies for the management, maintenance, improvement and addition to the
Council’s housing stock. It has been updated to include the latest priorities and
financial position of the Housing and Regeneration Service and demonstrates to
elected members, council tenants and staff:
• the sustainability of our existing homes.
• how viable our current investment plans are in the long-term.
• the finances available for investment in new homes and investment in our
existing stock and service.
• the role of the housing service in the Council’s overall vision and priorities.
Underpinning the business plan is the Asset Management Plan (AMP) which is
currently under development. The principal role of the Asset Management Plan (AMP)
is to inform our decision making to ensure that our housing assets are maintained to
the highest standard and meet the needs of our tenants and leaseholders. The AMP
enables us to maintain, unlock, create and add asset value through an informed
approach to investment, including a defined strategy for its ‘non-traditional’ housing
stock and properties that are uninhabitable due to the need for major works. It sets out
the parameters for investment, disposal, acquisition and redevelopment, ensuring that
investment decisions offer value for money, are prioritised effectively and are made in
a planned and structured way using sound, objective and up to date stock condition
and other financial and non-financial data. Good quality stock investment information
is crucial for the Council to manage financial risk effectively. In short, there must be a
link from robust stock investment data to the long-term financial plan in order that we
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can understand the performance of our assets over the term of the business plan and
can measure the return on investment against our own housing objectives.
Both the HRABP and the AMP underpin the Business Plan Model (BPM). Together
with internal and external factors such as rent increases, inflation and changes in the
housing stock, the BPM demonstrates how delivery of the plans and policy objectives
set out in the business plan impact on income and expenditure over a 30-year period.
The BPM helps to ensure that the HRA remains financially viable in the long term and
enables us to understand the key performance drivers including levels of capital
expenditure, rent, voids, and management and maintenance costs in order to
understand what management actions can be taken to improve performance. Where
resources are insufficient to meet all investment needs, the model can be used to
identify where liabilities can be reduced through targeting investment at the long-term
sustainable stock and exploring alternative options for poorer performing stock.
The Strategic Framework

Council Plan

The Council’s main strategic planning document. It sets out the
Council’s aims, priorities and objectives and outlines how it plans to
achieve them.

PlanMK

The Council’s Local Plan for the homes, jobs and infrastructure
that will be needed in the Borough for the period until 2031.

Sustainability Strategy

This strategy sets out our intentions to be the Greenest City in
the World, and a framework for how we intend to do this.

Housing Strategy

HRA Business Plan

Asset Management
Plan
Business Plan Model

Sets out the Council’s vision and priorities for housing in the
borough.

Sets out how the Council’s landlord service will contribute towards
the wider strategic vision and objectives of the Council and meet the
needs and aspirations of our tenants and leaseholders.
Informs our investment decisions in new and existing HRA assets and
enables us to prioritise investment and offer value for money.

Demonstrates how the delivery of our plans impact on income and
expenditure over a 30 year period.
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2.3

Covid-19: supporting economic recovery

Covid-19 is having an unprecedented economic impact on Milton Keynes, with 82%
of businesses in the borough recording a decrease in domestic sales in the second
quarter of 2020 compared to the first quarter. Approaching a third (30%) of companies
expect a decrease in their workforce during the third quarter and 29% (33,900) of
employees have been furloughed during the pandemic. The number of Universal
Credit claimants aged 25-49 in Milton Keynes more than doubled from 2,275 in March
2020 to 5,221 in October 2020.
The Council has developed a Covid-19 Economic Recovery Action Plan, designed to
create a recovery that contributes to the council priorities of a green economy, tackling
child poverty and addressing inequality. The action plan will categorise the actions of
the Council and its partners under People, Business and Place. Actions that the
HRABP can contribute to, through the new build and regeneration programmes will
include:
• Assisting people with training and reskilling, with a focus on groups that find
themselves at most disadvantage
• Promoting local skills through apprenticeships while building council housing
• Create local jobs by using local supply chains while building council housing
• Inward investment and place marketing, including opportunities linked to
SEMLEP
and the Oxford to Cambridge Arc
• Promoting neighbourhood economies in which local shops, services and
facilities can be easily accessed by those working and learning at home

2.4

National context

2.4.1 National policy
In February 2017, the Government published its Housing White Paper ‘Fixing our
broken housing market,’ which set out “a comprehensive package of reform to
increase housing supply and halt the decline in housing affordability.”
The Autumn Budget 2017 set out an ambition “to put England on track to deliver
300,000 new homes a year.” A revised National Planning Policy Framework was
published in July 2018. The document refines the presumption in favour of sustainable
development; confirms the position on preparing and reviewing plans; outlines the
Government’s plans to deliver a sufficient supply of homes; clarifies its definition of
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affordable housing and commits to help making best use of land whilst achieving well
designed spaces.
January 2018 saw the founding of Homes England as the Government’s housing
delivery agency whose 5-year Strategic Plan aims to respond to the long-term housing
challenges facing the country by striking bold deals and forming new types of
innovative partnerships to shake up housing delivery.
In early 2018, new funding to help speed up planning decisions and help deliver quality
new homes was announced. The first wave of the Planning Delivery Fund was
awarded to enable councils to process more applications, implement new reforms and
train planners to tackle the housing challenges faced by their local area.
In August 2018 the Government issued its consultation paper on the ‘Use of receipts
from Right to Buy sales.’ The consultation paper proposes to grant greater flexibility to
councils in how much of receipts can be used to develop new housing and extend the
time period for the retention of current receipts. The Government has yet to announce
whether any of the additional flexibilities will be implemented.
In his Autumn Budget 2018, the Chancellor removed the HRA Debt Cap, freeing
councils to borrow more in a bid to boost council housebuilding. The implications of
this change are set out in Section 9 of the Business Plan.
During 2019, the Housing Delivery Fund was launched in partnership with Barclays
Bank to provide £1billion of loans finance to help support small and medium sized
developers to speed up the delivery of thousands of new homes planned across
England. Overseen by Homes England, the Housing Delivery Fund supports the
delivery of new homes, including social housing, retirement living and apartments for
rent, whilst also encouraging greater innovation in how housing is delivered, such as
brownfield land and urban regeneration projects.
The major announcement in 2020 was the Government’s ‘New Deal for Britain.’
Measures included investment in and delivery of infrastructure, a planning policy
review paper, changes to the planning system to come into effect in September and
support for housebuilding, including a £12bn programme for affordable homes over
the next eight years. The Government has not yet published its response to the review
of the current planning system.
In addition to the raft of announcements in response to the COVID-19 emergency,
there were further announcements in June 2020, including:
•

Homes England loan funding for infrastructure for four strategic housing sites
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•
•
•

Temporary relaxation of rules governing the use of right-to-buy receipts
Further financial support to provide accommodation for rough sleepers and
those threatened with homelessness
Public Works Loan Board borrowing returned to 2019 rate for social housing

A Social Housing White Paper, ‘The Charter for Social Housing Residents,’ was
published in November 2020, which sets to deliver transformational change for social
housing tenants. Its stated aim is to “raise the standard of social housing and meet the
aspirations of residents throughout the country.” The Government plans to strengthen
the Regulator of Social Housing to create new consumer standards for landlords to be
measured against. This will be monitored by a new ‘arm’ of the regulator which will
“proactively regulate on consumer standards including quality of homes, repairs,
meaningful engagement with tenants and complaints handling.” There will be a big
focus on transparency with a new ‘access to information scheme’ and the Housing
Ombudsman will have more powers to tackle complaints while the Decent Homes
Standard will be reviewed. The Charter covers seven key areas that social housing
tenants should expect:
1. To be safe in your home: The Government will work with industry and
landlords to ensure every home is safe and secure.
2. To know how your landlord is performing, including on repairs, complaints
and safety, and how it spends its money, so you can hold it to account.
3. To have your complaints dealt with promptly and fairly, with access to a
strong Ombudsman who will give you swift and fair redress when needed.
4. To be treated with respect, backed by a strong consumer regulator and
improved consumer standards for tenants.
5. To have your voice heard by your landlord, for example through regular
meetings or scrutiny panels.
6. To have a good quality home and neighbourhood to live in, with your
landlord keeping your home in good repair.
7. To be supported to take your first step to ownership, so it is a ladder to other
opportunities, should your circumstances allow.

2.4.2 Grenfell and the Hackitt review
In May 2018, the Government published its findings into fire safety standards in high
rise and other complex buildings, following the Grenfell Tower fire in 2017. Known as
the Hackitt review, it found a systematic failure in the regulation of such buildings,
underpinned by:
•

Ignorance of the regulations and guidance by those making decisions.
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•
•
•

Indifference, with those charged with adherence to regulations motivated by getting
things done as quickly and as cheaply as possible.
Lack of clarity of roles and responsibilities exacerbated by an increasingly
fragmented sector.
Inadequate regulatory oversight and enforcement tools.

The review addressed these concerns by designing a new regulatory framework,
which is designed to:
•
•
•

Create a more simple and effective mechanism for driving building safety.
Provide stronger oversight of duty-holders with incentives for the right behaviours,
and effective sanctions for poor performance.
Reassert the role of residents.

In response to the Grenfell tragedy a new £1billion fund was launched in May 2020 to
meet the cost for unsafe non-ACM cladding on residential buildings that are 18 metres
and over and do not comply with building regulations. The government has also
published an amendment to the statutory guidance to building safety regulations –
otherwise known as Approved Document B. These changes will ensure sprinkler
systems and consistent wayfinding signage are mandatory in all new high-rise blocks
over 11 metres tall when they come into force.
A Building Safety Manager is now in post with further Building Safety Surveyors to be
appointed as responsible persons in line with the Government’s new ‘Building Safety
Regulator’ advice on tighter regulation of high-risk residential buildings. These new
posts are funded through a budget pressure submitted in the 2021/22 HRA budget.

2.4.3 Universal Credit
The rollout of Universal Credit (UC), the benefit replacing working age income-related
benefits, came into force in Milton Keynes on 5 December 2018. This affects all
claimants making a new claim for the legacy benefits (housing benefit, job seekers
allowance, income support, employment and support allowance, working tax credit
and child tax credit), and requires its management to be undertaken wholly on-line.
The introduction of UC poses a significant risk to the Council’s income streams. Across
the country, stock-holding authorities have seen rent arrears rise on average by 12%,
despite only 4% of those in arrears claiming the new benefit. We have modelled the
impact for Milton Keynes using national figures and will design and deliver support
packages to tenants accordingly, with a strong focus on tenancy sustainability.
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The impact has accelerated due to an increase in UC claims arising from the COVID19 pandemic. The number of tenants claiming UC has nearly doubled over the first
half of 2020 and is expected to increase further as full service rolls out, impacting on
rent collection rates. The service is seeking to mitigate this through partnership
working with DWP, welfare support to affected tenants and claiming direct landlord
payments wherever possible.

2.4.4 Supported housing
In August 2018, the Government announced that all housing costs for sheltered and
supported housing will remain in the housing benefit system. This certainty will allow
housing providers to plan for further developments to meet the complex housing and
support needs of those more vulnerable members of the community.
More recently an adult social care taskforce for addressing ongoing COVID-19 care
issues has been established; however, the Government is yet to develop a “robust
oversight regime” to ensure quality and value for money in supported housing as set
out in 2018.
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3. Guiding principles
The HRABP has been developed in line with four guiding principles to ensure it is
robust, efficient and deliverable:
•
•
•
•

Engagement
Value for money
Equality and diversity
Environmental sustainability

3.1 Engagement
Involving our tenants and leaseholders in designing and shaping the services they
receive is essential. This reflects the Council’s commitment to co-operative working
with the aim of creating a landlord service where tenants are at its heart, where
engagement and involvement in the design, delivery and scrutiny of services is
regarded as ‘business as usual’, and where tenants are confidently and effectively
able to hold the service to account. This co-production model of service delivery will
improve performance, drive up satisfaction and ultimately provide our tenants with
services that meet their needs, represent value for money and improve quality of life.
Our key aims are to:
•
•
•
•
•

Ensure our landlord services meet regulatory requirements and deliver best
practice in tenant engagement.
Provide a wide range of tenant engagement opportunities that allow them to
influence decisions and scrutinise performance of the landlord service.
Motivate, guide and support housing staff to ensure tenant engagement is
embedded in every aspect of the landlord service.
Support tenants to effectively influence decision-making and scrutinise
performance by giving them appropriate information, training and resources.
Encourage involvement and participation from a diverse representation of tenants.

To achieve this, we will:
•
•
•

Facilitate improved engagement and communication between the landlord service
and its tenants, including publishing an annual report.
Develop a range of involvement opportunities, enabling all tenants and
leaseholders to be involved in ways that work for them.
Work with our tenants to meet the requirements set out in the Government’s Social
Housing White Paper.
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•
•

Use the results from satisfaction surveys, known as ‘STAR’ surveys, to inform
service developments and improvements.
Continue to support and fund Residents Associations and help create new ones in
areas where there is currently no such body.

Engaging with and listening to our tenants was critical when first developing the
business plan in 2018 and has been equally as critical for the 2020 refresh. More
information on how we engaged with tenants on the latest HRABP refresh and what
they told us can be found in section 4.

3.2 Value for money
The Council is committed to managing and allocating housing revenue resources to
ensure continued service delivery, whilst maintaining financial sustainability. It is
essential that the HRABP and associated Delivery Plan are adequately resourced in
order to:
•
•
•

Ensure that the financial assumptions underpinning the business plan are regularly
reviewed.
Produce an annual HRA Medium Term Financial Strategy and a balanced budget.
Ensure that the housing and regeneration service adopts a responsible
procurement approach that achieves value for money and demonstrates social
value.

Housing and Finance staff are working to finalise a New Build and Acquisitions Value
For Money (VFM) Protocol, to define the metrics through which the VFM of individual
and collective New Build schemes (including the new build elements of regeneration
schemes) can be consistently assessed and approved. This will be published with the
next mid-year update.
3.3 Equality and diversity
The Council recognises the diversity of its tenants and leaseholders and works hard
to meet their needs, ensuring that everyone can access the services they need. This
is encapsulated in the Council’s Equality Vision: ‘Improve the way we engage, think,
plan and act to deliver equality and accessibility for everyone, every day.’
The Council uses an Equality Impact Assessment (EIA) process when making
decisions, updating policies and implementing projects to identify what effects
decisions may have on the different communities in Milton Keynes.’ Assessments help
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to identify potential impacts on protected groups (as defined in the Equality Act 2010),
both positive and negative, and to look at how to avoid disadvantage or further improve
the delivery of services. An EIA has been completed for the HRA Business Plan and
determines that there should be no adverse impact on any communities in MK.

3.4 Environmental sustainability
Environmental sustainability is linked to all aspects of our lives – from creating more
fuel-efficient greener homes to environmentally conscious communities. A sustainable
home is one that has the least possible negative impact on our environment. The
HRABP has an important role to play in this agenda and in achieving the Council’s
ambition to be a carbon neutral city by 2030 and carbon negative by 2050.
We will use renewable and recyclable resources across our new build and planned
investment programmes to reduce energy consumption and waste, create healthier
places to live and protect the environment in a responsible manner. Further detail is
provided in section 5.4.
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4. Defining the priorities of the landlord service

4.1

Introduction

The priorities of the landlord service set out in this plan have been developed to ensure
that they:
•
•
•
•

Contribute to the Council’s overall objectives and priorities set out in the Council
Plan and other key related documents.
Comply with legislation, statutory regulation and guidance.
Comply with our guiding principles set out in section 3.
Meet the needs and expectations of our tenants.

4.2

Engagement

The views, needs and expectations of our tenants are at the heart of this document
and have been used to inform our priorities. Our engagement process has consisted
of:
•

•
•

A letter sent directly to all council tenants and leaseholders to make them aware of
the consultation and explain why their views are important to us. This included a
survey and a stamped addressed envelope.
An online consultation page, including an explanation about the Housing Revenue
Account Business Plan and the survey in an online format.
Hard copies of the survey were given to our sheltered accommodation providers
and staff supported those residents to complete surveys.

In total, 2,384 surveys were completed which equated to a response rate of 19%.

4.3

Tenants’ priorities

The feedback told us that tenants and leaseholders priorities included investing in:
1. Repairs and maintenance of existing homes; this was by far the biggest priority.
2. Improvements to existing homes, prioritising kitchens, bathrooms, energy
efficiency and dealing with mould.
3. Estate improvements, with a focus on paving and paths, fences and gates, pest
control, and grass and shrub cutting
4. Improved entrance security for communal areas and sheltered accommodation
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Tenants’ priorities have been built into the refreshed business plan. A more detailed
analysis of the consultation feedback is contained in Annex C to the Cabinet report
of 2 February 2021.
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5 Asset management and investment

5.1 Introduction
A planned approach to the Council’s property asset management results in the positive
benefit of cost effective and enhanced accommodation. The Council’s process for
effective property asset management incorporates the relationship between available
funding, the essential requirement to satisfy our tenants, meaningful data and reliable
and efficient service providers. A structured and programmed plan for the long-term
management of assets enables the best accommodation solutions to be provided and
a preventative approach to be taken, rather than a reactive one. It is essential to have
a sound understanding of the asset base and future investment requirements to
ensure that our housing stock is sustainable in the medium and long term. The
Council’s Asset Management Plan will set out our approach and the benefits to our
tenants in more detail.

5.2 Stock composition
The stock includes a range of property types and has particular characteristics specific
to the development and growth of our borough. Table 1 shows the stock composition
as at December 2020.
Property type
Bungalows
Disabled adapted bungalows
Sheltered bungalows
Houses
Disabled adapted house
Sheltered houses
Flats
Disabled adapted flats
Sheltered flats
Maisonettes
Total Tenanted Properties
Leasehold properties
Shared Ownership

Numbers of units
1,971
573
111
5,199
12
1
2,264
90
809
88
11,118
1,618
953

Table 1: MKC Property Type
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A high proportion of the stock was built between the late 1960s and into the 1970s,
which means that components across the stock will require replacing broadly at the
same time. This will lead to spikes in investment need that is not ordinarily seen where
the stock is built over a much longer time period. The investment programme will be
‘smoothed’ to address these spikes so that delivery of the programme is aligned to
available capacity and funding.
The Council owns and manages 26 sheltered housing schemes offering around 800
tenancies and has been effective in contributing to the strategic priority of maintaining
independent living for older people in Milton Keynes. The current age criteria for
sheltered housing is 60 and above (or 55 and above if there is an identified support
need).
There are some non-traditionally constructed properties, primarily of timber frame with
lightweight external steel cladding systems. There are also 16 ‘Reema’ blocks in
Bletchley. Reema construction is a system of building using prefabricated reinforced
concrete panels. Properties that are built using non-traditional methods and/or
materials have their own specific maintenance issues and often cost more to maintain
than other traditionally built properties. It is currently difficult to obtain a mortgage for
properties built this way due to potential problems with similar large panel system
construction buildings, such as Ronan Point. Before the end of 20/21, we will
commission a separate survey of these properties and develop a strategy for the future
of our non-traditional housing stock. Future potential investment need has not been
factored into the 30-year financial model.

5.3 Stock condition and decent homes
Our consultation with tenants has shown that investing in our existing stock is the
number one priority for tenants. Historically there has been a lack of investment in the
Council’s housing stock and as a result, 13% of our housing assets do not meet the
Decent Homes Standard (DHS).
The capital investment programme (section 5.6) is addressing decency by prioritising
new kitchens, bathrooms, roofs, windows, rewiring and energy efficient heating.
Current stock decency levels are at 87%. In 2018 when the HRABP was first
developed, the decency level was 65%. This significant improvement has been
achieved due to the planned investment works undertaken during 2018/19 and
2019/20.
We will establish a new Milton Keynes Decent Homes Plus Standard that will be set
above the Government’s minimum standard as we look to address areas such as
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damp and mould by upgrading insulation and fitting mechanical extractor units in all
bathrooms and kitchens. Providing decent, safe, warm and secure homes for tenants
is of paramount importance to us. The cost implications of this will need to be identified
and considered alongside other future investment priorities within the HRA.
We will continue to carry out stock condition surveys and will ensure that our data is
updated in real time, following planned investment. This is to ensure that we can
continue to make investment decisions with the most up to date information available.

5.4 Energy performance
The Standard Assessment Procedure (SAP) is the methodology used to assess and
compare the energy and environmental performance of dwellings, providing an
accurate assessment to underpin energy and environmental policy initiatives. Table 2
shows the current Energy Performance Certificate (EPC) ratings of the Council’s stock
(where A is the highest rating and G the lowest rating).
EPC Rating % of MKC
Stock
A
0
B
1.14
C
50.91
D
46.92
E
0.91
F
0.10
G
0.04
Table 2: Current EPC Ratings of the Council’s housing stock

Future investment work will incorporate energy improvement measures which offer
value for money and improved efficiencies, addressing fuel poverty and climate
change including lowering carbon emissions and the use of renewable cleaner energy.
The target for the Council is to achieve an EPC energy rating of C and above across
all its housing stock. The five-year Investment Plan incorporates this priority with
upgrades of components such as windows, doors, insulation and energy efficient
heating systems.
In line with the MK Sustainability Strategy 2019-2050 we are working with our partners
to undertake energy assessments of our buildings to help us understand where best
to invest as we create sustainable assets and communities.
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5.5 Carbon neutral by 2030 and carbon negative by 2050
Milton Keynes Council’s vision is to be the world’s greenest and most sustainable city,
using the opportunities of growth to tackle the challenges of climate change and
resource competition to create a more prosperous city for all our people and future
generations which is carbon negative by 2050.
Crucially, the Council is seeking to achieve its sustainability ambitions alongside
preserving and improving the health and well-being of its residents. It is essential
therefore that we take a strategic approach to our assets with a clear delivery plan and
methodology underpinning it that enables available funding to be leveraged swiftly as
it becomes available, whilst also meeting the longer-term priorities. It is all too easy to
propose elemental additions to assets, without taking into account the ‘whole house’
performance of the asset, preservation of the energy produced, long-term
maintenance and replacement costs and importantly the impact on the lives and fuel
poverty of our residents living in their homes. A holistic approach to both asset
performance and the health & wealth of residents is key in supporting carbon and
sustainability plans.
Strategic Approach
To deliver our plans, we will build upon existing partnerships with Engie and Mears,
working together to co-deliver the sustainable elements for the Council’s housing
stock, to enable the achievement of carbon neutrality by 2030 and carbon negative by
2050. We will deliver sustainable solutions as part of our repairs, maintenance and
asset management investment role, following a structured methodology which is
joined up and compliments the planned investment programme currently due to enter
its third year of a five-year programme.
To align to the Councils Sustainability Strategy 2019-2050 the key areas we will focus
on are:
• Conservation: reduce all elements of heat loss
• Infrastructure: maximise the efficiency of existing heat sources
• Generation: apply the appropriate renewable solutions
• Funding: robust and agile plan to access funding
Solutions include but are not limited to:
•
•

Undertake a combined High-Level Assessments (HLA)/EPC/Stock Condition
surveys of assets
Retrofit housing to improve energy efficiency with a ‘whole house’ approach
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•
•
•
•
•
•

Installation of Photo Voltaic (PV) and other renewable energy solution such as
air source heat pumps and electricity storage options
Create new and expanded District Heating Networks and Energy Centres
Continue waste diversion from landfill to achieve a step change to 100% by
2030
Maximise digital platforms in core repairs and maintenance and related asset
management activity to minimise travel time and resulting carbon emissions
Ensure that all contracts require low carbon suppliers
Invest in green jobs creation for Milton Keynes residents

Over the next three years of our five year £165m planned investment programme we
are estimating at least £50m will be spent on improving energy efficiency. We will focus
on our sheltered units, estates such as Fuller Slade, Coffee Hall and Tinkers Bridge
and large blocks such as Granby Court, Everglades, Furze House and Bellfounder
House where we will invest in energy efficiency works to reduce fuel costs for our
tenants, lower our carbon emissions and provide decent, warm, safe and greener
assets fit for the future. We will take advantage of Government funding to help improve
the energy efficiency of our housing stock, working with local partnerships to
complement our planned investment programme and retrofitting our assets with new
and evolving green technology in line with our ambitions to become a carbon neutral
city by 2030 and carbon negative by 2050.
Based on recent assessments, we will reduce carbon levels across these assets in
line with the projected annual reduction as tabled below:
Scheme
Granby Court
Everglades
Furze House
Bellfounder House

5.6

Emission reduction tonCO2e
460.63
176.23
31.85
125.94

Five-year capital investment programme

The Council’s £165m five-year investment programme started in 2019 and prioritises
decent homes. Making homes dry and safe and improving energy efficiency across
our housing stock reflects the priorities of our residents as stated in the consultation.
It is envisaged that following the five-year programme to bring the council stock to
decent homes standard, the council will invest £13m a year in planned maintenance
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and this has been built into the baseline model so the mistake to underinvest in
planned maintenance is not repeated.
The programme also incorporates:
•
•
•

•

•

Major fire related short-term investment on our two tower blocks, The Gables,
Wolverton, and Mellish Court, Bletchley.
Improved energy efficiency works to our sheltered housing stock and blocks of
flats such as Granby Court and estates such as Fuller Slade, Tinkers Bridge
and Coffee Hall.
16 ‘Reema’ non-traditional blocks with the possibility to re-model or redevelop
these sites. Feasibility studies are to be carried out on the future of these assets
and their wider footprint for redevelopment opportunities.
Harrier Court, a general needs flatted block served by a steel walkway which
has come to the end of its economical use. The walkway and balconies will
need to be replaced in order to provide access and egress to the building.
Replacement of this walkway will take place during 21/22.
In 2018 major flooding affected many properties across the Woughton estates.
We will undertake flood defence works across estates where the threat of
flooding is an issue.

The Council has moved, as per sector guidance, to electrical testing of its assets every
5 years. This has dramatically increased the number of inspections required and so
the investment plan has factored this into the programme.
Funding has been allocated for fire safety works. The council is actively addressing
the current issues surrounding fire door performance post-Grenfell by the introduction
of an inspection regime to cover all fire doors installed across our housing stock, and
emergency lighting.
It should be noted that the capital investment programme is live and may attract
change due to factors outside of its control such as extreme weather and COVID-19
restrictions.
Five year capital investment budget 2019/20 – 2023/24
Total

2019-20

2020-21

2021-22

2022-23

2023-24

25,579,125

29,062,374

41,528,413

37,529,500

37,448,000

The programme will be set out and agreed each year. Working with Mears and
Engie, the Council will also be seeking government funds to support and accelerate
our works to improve energy efficiency.
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5.7

Planned investment and repairs on regeneration estates

The Council makes no distinction between properties in regeneration areas and those
outside regeneration areas when making HRA investment decisions and carrying out
day to day repairs. All properties are treated in a fair and equitable manner. The only
time when planned investment may stop is when Cabinet approves a Demolition
Notice and this notice is served upon affected tenants. At this point, a property may
be removed from the investment plan or consideration given to replacing components
when beyond economical repair. Tenants will be informed of this at the appropriate
time in the event that a Demolition Notice becomes necessary. All day to day
responsive repairs will continue up to the point of demolition to keep the property safe
and secure as far as possible, with the option to decant if the property is deemed
uninhabitable.

5.8

Compliance

The health and safety of the Council’s residents, staff, operatives and visitors to any
properties or other buildings managed or owned by the Council is of paramount
importance. There are seven main areas of compliance: fire, electrics, asbestos, gas,
water hygiene, lifts and the Housing Health and Safety Rating System (HHSRS).
The Council is actively addressing the current issues surrounding fire door
performance post-Grenfell by the introduction of an inspection regime to cover all fire
doors installed across our housing stock. All Fire Risk Assessments (FRA) are
undertaken when due and recorded on our property database (Keystone).
The Council works closely with external authorities such as Buckinghamshire Fire and
Rescue Service who regularly carry out their own assessments on our housing stock.
In the coming year, we are investing in fire related improvements to our sheltered
housing schemes, blocks and tower blocks.
Electrics
The Council tests electrical installations every five years in line with industry best
practice and funding has been allocated for this. In addition, the Council will upgrade
alarms and lighting components in Mellish Court and the Gables and carry out full
assessments of our sheltered units to make sure that they are fully compliant.
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Asbestos
The Council’s approach to managing asbestos is to carry out visual inspections of all
properties and note the location of asbestos in an Asbestos Register. Only if the
asbestos is damaged or considered unsafe will it be removed, or work carried out to
make it safe, as advised in national guidance. When major works are required to a
property, for example the installation of a new heating system, bathroom or kitchen, a
further intrusive survey will be carried out to identify what action needs to be taken.
Only if it is deemed necessary to remove asbestos, either because it is damaged or to
enable the replacement of a specific attribute, will the Council remove it. Only qualified
and certified contractors will be commissioned to undertake the surveys and remove
asbestos in a controlled environment, disposing of any hazardous materials in a safe,
controlled manner.
Gas
Gas testing is carried out annually as per statutory requirements, and at times in
advance of the expiration date of the current gas test certificate, sometimes three
months before the gas test is due. The Council has taken this proactive approach as
this allows time to act on ‘no access’ properties, allowing valuable time to make the
required contact and arrangements to attend and carry out the statutory gas test to
achieve 100% compliance. Appropriate legal action will be taken if access within the
required time is not granted by residents. The Asset Management team is keen to
move away from fossil fuel dependency and will investigate cleaner, more costeffective greener energy options on blocks and sheltered schemes in the near future.
Water Hygiene
Regular water hygiene tests are carried out where the Council provides and stores a
water supply. Water temperatures are checked regularly in order to monitor the threat
of Legionella. A qualified certified contractor has been appointed to undertake this duty
and provide testing results. There is a robust water testing regime in place with all
records documented and saved on our property database (Keystone). Over the next
three years the Council will be looking to remove water storage tanks and install new
heating systems which will lower the risk of fluctuating water temperatures and
stagnant water, which is the most common cause of Legionella.
Lifts
The Council carries out regular inspections of all its lifts. A full condition report is
undertaken by a qualified specialist with any recommendations actioned. Inspections
are separate from any maintenance or service and only carried out by a company who
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is competent and has sufficient technical and practical knowledge of the lift. The
company that undertakes this duty for the Council is impartial and independent from
the company that carries out our lift maintenance work. This is to allow for an objective
assessment of the lifts and any works required.
Housing Health and Safety Rating System (HHSRS)
The Housing Health and Safety Rating System (HHSRS) is a risk-based evaluation
tool to help the Council identify and protect against potential risks and hazards to
health and safety from any defects identified in dwellings. It was introduced under the
Housing Act 2004 and applies to residential properties in England and Wales.

5.9

Responsive repairs and maintenance service

The Council’s repairs and maintenance service is delivered by Mears Group Plc and
includes:
• Day to day (routine) repairs
• Gas servicing
• Electrical testing
• Work to empty properties (Voids)
• Statutory compliance testing
• Inspections and maintenance (e.g. fire, water hygiene, asbestos, gas and
electrical safety)
• A 24/7 all year round Out of Hours Emergency Service
Approximately 38,000 repairs are carried out each year, plus a further 14,000 heating
repairs.
The Council’s priority is to provide a tenant and leaseholder focused repairs service
which achieves high levels of performance, tenant satisfaction and good value for
money. In this respect, its objectives are closely aligned to the Home Standard set out
by the Regulator of Social Housing, which places expectations on registered providers
to:
• Ensure a prudent, planned approach to repairs and maintenance of homes and
communal areas which demonstrates an appropriate balance of planned,
responsive repairs, and value for money.
• Provide a cost-effective repairs and maintenance service to homes and communal
areas that responds to the needs of and offers choices to residents and has the
objective of completing repairs and improvements right first time.
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•

Meet all applicable statutory requirements that provide for the health and safety of
the residents in their homes.

Following the Council’s decision to bring the contract management or client function
of the repairs service back in house, it is taking steps to ensure the service meets the
needs and expectations of tenants, drives up quality and delivers value for money. To
enable the client function to grow and have greater control over the direction and
governance of the repairs and planned investment works and ensure we meet our
statutory obligations as a landlord, we will look to increase the resource within the
Asset Management and Investment team. We have ambitions to directly deliver the
repairs and maintenance service when the contract with the current contractor ends in
2024 and will robustly assess options for future service delivery, including the direct
delivery or creation of a Direct Labour Organisation (DLO).
The customer satisfaction, quality of works, average void turnaround times, disrepairs,
compliance and health and safety performance are key areas across the contract that
need to have a stronger client lead. The current capacity of the client is significantly
limited and needs to be increased to effectively manage the contracts with an
additional budget of £1.12m required to meet this demand in resource and prepare the
service for direct delivery. This budget has been included into the BP Model.
We are moving to a more planned approach to reduce reactive repair workload and
expenditure. The aim is to benefit tenants and leaseholders by reducing the number
of repairs they report and over time, to improve and streamline service delivery. We
have introduced a live system which allows our tenants to monitor and track the repair
operative en route which will benefit first time fix and access to carry out repairs. We
are also introducing a tenant ‘portal’ which will allow tenants to digitally raise, monitor
and re-schedule their repairs. The Council and local Councillors have introduced repair
drop-in surgeries on the Lakes Estate which have received positive feedback and
enabled the service to be more responsive to tenants needs. A similar surgery has
been agreed for Fullers Slade which will be rolled out when safe to do so given COVID
restrictions, with further surgeries planned across estates. We will investigate virtual
surgeries to engage with our tenants on repair matters. The nature, location and
frequency of repairs will be monitored to identify measures that can be taken to reduce
the overall volume of repairs and to identify appropriate programmes of planned capital
investment works to maintain and enhance the housing stock.
Tenants have a responsibility to look after their property as defined within their tenancy
agreement. We will be introducing a robust Recharge Policy in April 2021, aimed at
charging tenants for necessary repair work, maintenance work and any other general
housing costs created by deliberate and wilful damage or negligence caused by the
tenant, their household or any visitors to the property to fixtures and fittings or
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communal areas. This policy will have a direct influence on lowering the levels of
repairs raised and costs associated with wilful damage and will promote positive tenant
behaviour.
A new Voids Lettable Standard will be introduced aimed at setting acceptable
standards for works undertaken on properties when properties become void once
tenants move out. The standard will cover all areas inside and outside of a property
and provide clear guidance for contractors as to what standards are acceptable before
handover for re-letting. Incoming tenants will also be informed of what to expect when
they move into their new property. The Asset Management and Investment team will
monitor standards delivered from its contractor by undertaking pre, mid and post
inspections of void properties.
We continue to work with contractors to improve services through an annual review
mechanism within the contract, to bring about continued improvement and value for
money. This review takes place annually in February and gives the Council the
opportunity to reset costs for the following year. A further annual contract performance
review takes place in June and analyses actual performance delivered on KPIs and
cost information for the previous year. As part of this process, the Council has agreed
to amend two KPIs to ensure a more responsive repairs service is provided, that meets
tenant needs and expectations:
i. The average time taken to complete a repair will be reduced from 12 days to
nine days as per the national average.
ii. Customer satisfaction, currently set at a score of 7 or above, will be increased
to a score of 8 or above, as satisfied on a scale of 1 to 10

5.10 Leaseholders
The Council is responsible for the maintenance of a property’s structure and
communal areas of blocks containing leasehold and shared ownership dwellings.
Leaseholders are liable for an apportionment of costs in relation to the day to day
services and large major works to the building, as specified in individual leases. The
Homeownership Team is responsible for providing Milton Keynes’ homeowners,
including leaseholders and shared owners, with a range of services associated with
the management of their leases/transfer agreements and the management of the
service charges for the management, upkeep and improvements of the Council’s
blocks and estates.
The Council will ensure that statutory consultation with leaseholders is undertaken in
relation to specific programmed works, and officers within the Homeownership Team
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will be kept fully informed of proposed programmes to enable them to serve requisite
notices.
The Homeownership Team manage leasehold service charge accounts and deal
with right to buy enquiries. This includes:
•
•
•
•
•
•
•
•

Calculation of service charges
Sending quarterly invoices and annual service charge breakdown
Section 20 consultation
Monitoring and recovery of service charges accounts
Dealing with pre-assignment enquiries
Registration of sublet
Dealing with disputes and breaches
Processing alteration applications

5.11 Housing for older people
The number of vacancies within sheltered schemes fluctuates, and supply and
demand are not always in balance. The allocation process for sheltered housing has
been recently reviewed and now includes an assessment of need carried out by the
sheltered housing team to ensure that the support needs of the tenant are fully
considered. The number of voids has been higher than expected due to the COVID19 pandemic and the delays in preparing properties for re-letting. As of January 2021,
there were 28 voids in sheltered housing; much higher than the usual weekly figure of
6-8.
There is a programme of major works in place that identifies schemes that have major
work requirements including roofing, LED lighting upgrades and energy efficient boiler
replacements, and options for remodelling. We have undertaken high level
assessments of our sheltered housing stock as we look to lower carbon emissions and
introduce cleaner energy options. In the recent consultation, tenants identified front
entrance security as a priority issue so this will be reviewed, and improvements made
where needed.
The sheltered housing service is preparing for digital transformation in 2023 and will
be preparing to upgrade the emergency call systems in all the schemes to ensure they
are compatible with digital technology. There will be a capital bid prepared and a 2year programme presented to the HRA once the costings and specification for the
upgrade have been finalised.
In line with the sheltered housing plan (2017) Buckland Lodge has now been closed
and demolished to make way for a new scheme of housing both for older people and
general needs. A business case is being developed for this new scheme, which will
also set out the funding requirement which will need to be balanced against other
investment priorities.
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The Council also has a number of purpose-built bungalows designated for older
people. These provide level access accommodation for people wishing to remain
independent and offer a viable option for people wishing to downsize from houses,
freeing up valuable family accommodation. These properties are connected to the
Council’s community alarm service, offering 24/7 emergency assistance and support.
The Council will explore ‘future proofing’ options within the general needs housing
stock to make homes more fuel efficient, flexible and adaptable to meet the changing
needs of an aging population. It will work with tenants in the development of new
technology to contribute to the sustainable future of the sheltered and supported
housing business. Further high-level assessments of some of our sheltered stock took
place during 2020 under the Re:Fit programme which will provide the Council with
blueprint options on how to reduce its carbon footprint through cleaner energy options.
These high-level appraisals are now being developed into investment grade proposals
(IGP’s) complete with costings ready to consider for implementation. The Re:Fit
programme is being led by the Sustainability Team.

5.12 Aids and adaptations
The Council is committed to a comprehensive programme of adaptations to its own
properties and spends in the region of £1.1m each year to provide more suitable and
flexible accommodation for tenants with disabilities.
During 2019/20, 263 aids & adaptations were completed to MKC’s housing stock, with
189 adaptations being completed to private dwellings properties ranging from the
installation of stair lifts and wet rooms to building ramps and platforms to ensure
tenants can remain living in their homes as independently as possible. As of 4 January
2021, 168 adaptations had been completed, 27 in progress and 125 waiting at various
stages of the process. The demand for adaptations increases every year as our
population ages and the Council houses more tenants who need care and support as
well as suitable housing.
Each request for an adaptation is assessed by an occupational therapist and then
presented to a multi-agency panel for funding approval. Approximately 5-10 referrals
are received each week for aids and adaptations. Consideration is given to the
appropriateness of the adaptation and the feasibility for that property. Once approved
the work is designed and carried out by the Council or a contractor on its behalf.
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6.0

Regeneration and estate renewal

6.1 Introduction
Following an extended consultation, the Council’s next iteration of the Regeneration
Strategy, the ‘Community-led Regeneration and Estate Renewal Strategy’ was
adopted in October 2020. This strategy sets out our strategic priorities for communityled regeneration and estate renewal under six key themes:
•
•
•

•
•
•

Housing: increase the supply and quality of council homes to meet housing
need and tackle the housing crisis
Communities: improve the quality of the local environment with better green
and open spaces, supported by good infrastructure and community facilities
Environmental sustainability: reduce our carbon footprint and contribute
towards the aim for MK to be carbon neutral by 2030 and carbon negative by
2050
Health and wellbeing: promote a high quality of life for people of all ages and
backgrounds, in connected and healthy neighbourhoods
Community safety: tackle crime and antisocial behaviour (ASB) to ensure that
people feel safe and secure in their homes and neighbourhoods
Better jobs and skills: enable people to maximise economic opportunity in
Milton Keynes through targeted support for training, employment and enterprise

The strategy provides a clear vision of how we will work with residents and other
stakeholders to achieve our community-led regeneration and estate renewal ambitions
for Milton Keynes and build strong communities across the borough.
We remain committed to regeneration, with a greater focus on jobs, skills and life
chances built around estate renewal, strengthening the work already being delivered.
We want to ensure that proposals are financed from a range of sources and that
communities define their own needs and priorities

6.2 Regeneration and estate renewal
Regeneration is about building stronger communities. The new strategy shifts the
focus to renewal, jobs and improved health and seeks to move away from a demolitionfirst approach. We will improve estates and build new homes, in addition to investing
£165m on improving our housing stock across all of Milton Keynes between now and
2024.
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Previously, we were focusing on seven priority areas within Milton Keynes. However,
it has been recognised that there are other pockets of deprivation within Milton Keynes
and without this change in emphasis these would not be addressed. We are committed
to providing a programme that is shaped and informed by local people, local
councillors and other local stakeholders. We recognise that ambitious plans to renew
and regenerate estates have the potential to cause disruption to residents’ lives and
we will only commit to these schemes after full consultation and a rigorous assessment
of the benefits and costs has been completed.
As has been stated in the Community-led Regeneration and Estate Renewal strategy,
in order to identify which other estates and neighbourhoods are most in need of
investment, we will consider a range of local data and information including:
• The quality of council housing
• Environmental ratings of council housing stock
• Localised police data on crime and ASB
• Indices of Multiple Deprivation
Using these criteria, a scoring matrix will be developed to identify which estates and
neighbourhoods are most in need of investment. This will enable the Council to
prioritise estate renewal resources based on need.
The Lakes estate renewal project is the furthest advanced of the renewal programmes.
Planning consent was received in September for Phase A with outline consent also
being granted for Phase B at the same time. We are expecting to undertake a
procurement exercise in early 2021 linked to the delivery of Phase A. This will allow
for the construction of the new council homes required to cater for the decanting of
Serpentine Court. Alongside this, environmental works will begin on-site, following
engagement and consultation with residents to improve sections of the public realm.
The works are:
(a) to improve courtyards;
(b) to renew play areas; and
(c) to carry out cycle route improvements.
In addition to the Lakes, we will continue to progress with the Fullers Slade estate
renewal project. Following this we will progress discussions with the other priority
areas and look to build on the initial discussions regarding the potential on Netherfield.
6.3

Community engagement

As part of our engagement work, we will prioritise the five remaining ‘priority’ areas
from the previous iteration of the regeneration strategy. Our approach will be
Page 33 of 47
(237)

community led and we will establish estate renewal forums to steer our engagement
and develop Local Investment Plans. These forums will comprise representation from
the parish councils, residents’ groups, ward councillors and other interested
stakeholders and will be supported by a team member from the Housing Delivery
Service.
Each estate renewal forum will establish subgroups to lead on the key themes within
the strategy and these thematic groups will be supported by the relevant team
members from Council service areas.
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7.0

Increasing the supply of council housing

7.1

Introduction

The Council has an ambition to deliver 1,200 new council homes over the next ten
years. A detailed programme of schemes is being developed to deliver against this
target with each individual scheme being prioritised, taking into account the funding
requirements and financial viability of each. We have set this ambitious council house
building target to ensure that we have enough affordable housing in the borough to
meet local needs, taking into account the projected number of homes we are expected
to lose through Right to Buy and the number that could be delivered through the
planning system over this period.
In order to achieve these ambitious targets, we will ensure that we secure the relevant
resource to deliver the programme. Over the past year we have begun to grow our
internal resource and it may be necessary to increase this further as the programme
gathers pace and as new development schemes and estate renewal projects are
brought forward.
We will ensure that new council homes are developed in the most sustainable way
including renewable energy where possible and taking due consideration of the
relevant policies included within PlanMK and having due regard to the MK
Sustainability Strategy 2019-2050.
7.2

Approach

The Housing Delivery service will act as lead client in the procurement of new build
activity and will work closely with a range of partners, including MKDP, to maximise
delivery. Most council new build developments are likely to be on council owned land,
although consideration will be given to acquiring privately owned land subject to
funding and viability, especially in areas where demand for council housing is highest,
or where it aids land assembly to facilitate bringing forward larger or more complex
schemes.
Before proceeding with any new build proposal, ward and parish councillors will be
engaged over site selection to ensure that new developments can meet the needs of
local people.
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7.3

Funding and viability

In October 2018, the Government, removed the borrowing cap imposed on local
authorities’ Housing Revenue Accounts. This provides increased flexibility to develop
an increased level of Council Housing, something that we were unable to do
previously. It has given local authorities the power and flexibility to deliver their
development and regeneration programmes in-house, by providing a more flexible
funding regime. Borrowing rates are at historical low levels which helps to support
higher levels of investment in our stock. There are still key constraints on the HRA
particularly in respect of continuing rent controls which limit our ability to raise
additional revenue above CPI+1% and the continuing loss of stock through the RTB.
Additional funding can be secured, for example through cross subsidy by building
homes for market sale as part of our schemes, the sale of HRA land or surplus assets,
or by securing grant funding through Homes England (or any other potentially available
grants, such as those supporting energy efficient works). All options will be considered
with the aim of maximising the number of new council homes delivered while
minimising the cost to the HRA (and its tenants), ensuring viability and safeguarding
the long-term sustainability of the HRA. We will develop a Housing Development
Strategy setting out how we will achieve this.
The HRABPM (HRA Business Plan Model) is the rolling 30 year financial forecast
position of the HRA Business Plan and is set out in Annex B to the Cabinet report of
2 February 2021. This sets out the financial assumptions within the business plan, the
approved capital and revenue budget, sensitivities within the plan and key treasury
management considerations in order to manage borrowing levels in line with the
prudential code. This will be reviewed annually and is subject to change as the
economic consequences of Brexit and Covid 19 become clearer.
7.4 Mellish court and The Gables
The Council owns and manages two tower blocks – Mellish Court and The Gables.
The Council commissioned its structural engineering specialists, to carry out intrusive
surveys of both buildings. These surveys identified compartmentation issues at both
blocks and concluded that neither block meets current health and safety standards
given their age, as both were built in late 1960s. As a priority, short term mitigating
measures have been put in place in discussions with Buckinghamshire Fire and
Rescue Services to ensure the safety of residents. This includes upgrades to
smoke/heat detectors and fire doors, evacuation plans and procedures, a 24/7 warden
patrol service, increased presence of caretakers and housing officers and a decant
plan.
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Extensive engagement is ongoing with residents to ensure they have every
opportunity to ask questions or raise concerns. An eight-week consultation on whether
the Council should refurbish the blocks or demolish them and build new council homes
on the site, commenced on the 14 December 2020 with a delegated decision report to
be considered on 2 March 2021 following the consultation. For council tenants this is
a statutory consultation under section 105 of the Housing Act 1985. Whilst there is no
statutory requirement to consult leaseholders and private tenants on this matter, we
will extend the consultation to them. If it is decided, having taken consultation
responses into account, to demolish and build new council homes on the site, we will
invite current residents to engage with us on developing the proposals.
The Council is appointing architects to work with residents and the wider community
to develop options that have the potential to deliver at least the same number of council
homes which would be lost if the two blocks are demolished. These options will be
developed with engagement from local residents and ward and parish councilors,
should the decision be taken to demolish and rebuild new council homes following the
s105 consultation commencing in December 2020. This work will involve a full options
appraisal of what can be delivered and how.
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8. Housing Operations
8.1

Introduction

The focus of the service is on the basics of good housing management. The Council
anticipates that it will invest more in:
• Supporting tenants to sustain their tenancies
• Looking after and maintaining estates, including a review of the pest control
provision, as well as working with Public Realm on a solution for pest control across
Milton Keynes council housing land and assets
• Thorough tenancy audits which will identify issues within our tenants’ homes,
helping to identify areas of investment and improvement
• Strengthening relationships within local communities across MK
• Improving income collection systems and providing support for vulnerable tenants
to manage their finances and be able to pay their rent

8.2

Supporting tenants to sustain their tenancies

This will be achieved by:
• A programme of tenancy audits, prioritising our most vulnerable tenants, to help
identify the early signs of tenancy failure with the aim of taking proactive prevention
work where appropriate.
• Working collaboratively with partners including the Department for Work and
Pensions (DWP) to support tenants in claiming Universal Credit.
• Increasing the capacity available to offer tenants and leaseholders a
comprehensive welfare benefit advice, budgeting and tenancy support
• Ensuring robust tenancy management of Antisocial Behaviour (ASB), tenancy
fraud and all other breaches of tenancy

8.3

Looking after and maintaining council estates

The Council will keep its estates safe, clean and as great places to live. We will do this
by:
• Carrying out regular estate inspections
• Providing each Neighbourhood Officer with a budget to invest in local
improvements
• Providing a comprehensive caretaking and cleaning service to maintain local
estates and blocks, including investing in additional staff, vehicles and equipment.
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•
•
•

•

We will extend the caretaking service to sheltered housing schemes and develop
local offers for our tenants, such as landscaping and handy person services.
Working closely with Public Realm to tackle fly tipping, pests and other issues that
affect our estates, including grounds maintenance and bin storage areas
Establishing better relationships with Registered Providers to manage estates
more effectively and in partnership
Investing in pest control to mitigate the impact of pests on HRA properties (e.g.
wasps nests, pigeons and rats which can affect the structural integrity of buildings)
and safeguard the health and wellbeing of tenants, particularly the most vulnerable
(e.g. cockroaches, pigeons and rats can all spread infectious disease).
Carrying out a review of estate car parking and garages to ensure the Council can
meet the parking challenges facing many tenants, working with Asset Management
and Housing Delivery teams.

8.4 Enabling tenants and leaseholders to shape and scrutinise the
landlord service
A key role of the Neighbourhood Officers is to act as local champions for engagement
in their area. Supported by a specialist Resident Engagement team and working under
the Regulator for Social Housing’s framework and guidance, Neighbourhood Officers
will encourage and support tenants and leaseholders to become involved in shaping
and scrutinising the services they receive by;
•
•
•
•

•
•

Developing and implementing an engagement framework, setting out how tenants
can be involved in the planning, delivery and scrutiny of services.
Communicating with tenants openly and regularly through the publication of an
annual report, tenant surveys, newsletters and consultations.
Developing tenant forums to help inform and shape service improvements.
Developing a network of local tenant champions and actively seeking feedback
from tenants, residents and visitors about the condition of communal blocks and
wider estates.
Developing local offers, setting out the level of service, including the response
times to specific issues that tenants can expect.
Developing a forum for leaseholders, the aims of which are to review, monitor and
make recommendations for the improvement of leaseholder services.
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9. Financial plan
9.1 Rent and Service Charge policy
The Council’s rent and service charge policy (Annex D) is in general to follow the Rent
Standard except in the following cases:
• Shared Ownership rents are increased or decreased by the same percentage
rate as charged for Council rents in the previous financial year, in compliance
with the Shared Ownership leases,
• New-build properties financed through capital receipts from retained “one-forone” replacement of Right To Buy sales, or from Homes England grant, are
charged rents equal to the prevailing Local Housing Allowance, and increased
or decreased annually by the same amount as the Local Housing Allowance
Tenants and shared owners are advised annually of the rents and service charges
payable, no less than 28 days before increased or decreased rents and service
charges take effect (usually the first Monday in April).
Service charges are made to cover costs incurred for the benefit of groups of tenants,
rather than for the benefit of all tenants. The Council’s service charge policy can be
summarised as:
• To seek to recover the full costs of services provided to groups of tenants, rather
than to all tenants
• To follow the service charge regime set out in the Government’s rent guidance
• To maximise the income received from service charges for services that are
additional to responsibilities under the tenancy agreement
9.2 Leaseholders’ Service Charge policy
Leaseholders’ annual service charges are levied to recover the costs of managing and
maintaining communal areas and facilities, in accordance with the terms of the leases.
Leaseholders’ major works charges are made to recover the costs of major works to
the fabric of buildings and communal area, which are in accordance with the terms of
the leases.
Leaseholders are consulted on the proposals for works and the costs to be recovered
in accordance with S.20 of the Landlord and Tenant Act 1985 as amended by the
Commonhold and Leasehold Reform Act 2002, Section 151. Where mandated by
statute, the Council provides additional time to pay major works charges. The Council
does not provide additional time to pay major works charges under any discretionary
arrangement.
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Both annual service charges and major works are recovered in accordance with the
terms of the leases.
9.3 Other fees and charges
Other fees and charges applicable are set out annually in the Council’s annual budgetsetting report.
9.4 Right to Buy receipts
Receipts from the sales of property under the Right to Buy (RTB) are partly paid to
government, and partly retained by the Council for the construction or purchase of new
affordable rented housing, up to a maximum of 30% of costs.
This means that where the Council sells a property under the RTB the Council
continues to retain any outstanding debt and cannot use the use the receipt to fund
the repayment of the debt, thereby spreading this cost across other tenants.
9.5 Other capital receipts
Receipts from the sale of other housing assets would be used by the Council to fund
housing capital expenditure, though no sales are currently planned.
9.6 Borrowing and treasury management
The Council has borrowed about £244m in the past to fund the construction, purchase,
and planned maintenance of Council housing. The government had set a maximum of
£260m on the Council’s total borrowing for housing, which limited the amount of new
Council housing that can be afforded, but this cap was abolished in October 2018
enabling Local Authorities to set their own local borrowing limits. Whilst the removal
of the HRA debt cap gives rise to more capacity to invest in housing stock, and
although currently accompanied by low market interest rates, it is not a panacea for
unconstrained borrowing as the revenue financing costs of servicing new debt, must
be sustainable over the long-term.
Borrowing activity is subject to the provisions of the Local Government Act 2003 which
requires local authorities to have regard to the CIPFA Prudential Code when
determining how much money it can afford to borrow. The objectives of the Prudential
Code are to ensure within a clear framework, that the capital investment plans of local
authorities are affordable, prudent and sustainable, and that decisions are taken in
accordance with good professional practice. Annex B to the Cabinet report of 2
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February 2021 sets out the financial elements and metrics that will be used and this
will also be included as part of our Treasury Management Strategy.
On 1 September 2020, Cabinet approved a recommendation to separate its General
Fund and Housing Revenue Account borrowing, so that future borrowing for council
housing purposes has no impact on council tax budgets and services. This will mean
that borrowing for new council housing, and for major repairs and estate renewal, can
be planned and implemented to secure best value for tenants.
Borrowing is managed in accordance with the Council’s Treasury Management
Strategy, which includes rules about ensuring that any new borrowing is affordable
from the HRA.
The September 2020 cabinet report set out the implications of this separation into “two
pools” and the impact on the HRA, along with the changes to the Treasury
Management strategy which will ensure that HRA borrowing is affordable and
effectively managed.
9.7 Statutory accounting
The HRA is a part of the Council’s overall General Fund account and reported as notes
to the Council’s annual audited Statement of Account.
9.8 Annual budget
Budgets for the HRA are reviewed and approved each year by the full Council in line
with the corporate budget-setting process.
9.9 Medium term financial planning
The corporate budget-setting process includes Medium Term Financial Plans,
including one for the HRA. This projects the expected levels of income and
expenditure over a five year period, to ensure that these balance over the planning
period.
9.10 HRA business planning
For the HRA, the Council also maintains a Business Plan Model to show the effects
on income and expenditure over a 30-year period of the delivery of the policy
objectives set out in this Business Plan, together with other internal and external
factors such as rent increases, inflation, and changes in the housing stock. The
Business Plan Model enables the Council to ensure that the HRA remains financially
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viable in the long term, so that the future condition and management of tenants’ homes
can be assured.
Annex B to the Cabinet report of 2 February 2021 shows the position of the current
Business Plan Model reflecting the delivery of the current Business Plan. This will be
reviewed annually.
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10. Governance and risk management
10.1 Governance
The Council has a constitution that sets out how it operates, how decisions are made
and the procedures that are followed to ensure that these are efficient, transparent
and accountable to local people. Decisions with regard to the HRA Business Plan will
be made in accordance with these constitutional arrangements. The Council has a
number of overview and scrutiny select committees, including a Community and
Housing Committee, tasked with scrutinising the services provided by housing and
regeneration, and a Regeneration and Estate Renewal Scrutiny Committee.
Additionally, the portfolio holders responsible for the various services delivered by
housing and regeneration meet regularly with senior managers.
10.2 Monitoring
The Council has in place an established annual financial and service planning cycle.
This sets the process for refreshing corporate priorities, aligning budgets, undertaking
corporate and service planning activities and reporting against progress, with ongoing
engagement with the community, partners and staff taking place throughout. The
monitoring and refreshing of the HRA Business Plan is integrated into this process
and the plans, performance indicators and risk assessments contained in the
appendices to this document will be updated accordingly. In future, the HRA Business
Plan document and the 30-year Financial Plan that underpins it will be reviewed and
updated on an annual basis. The review will take into account any changes to
legislation or policy, changing local priorities and it is intended to feed into the annual
budget-setting process.
It is important that progress on the Delivery Plan and achievements against
performance targets are monitored throughout the year. The Financial Plan and risks
associated with the HRA Business Plan will also be kept under review.
10.3 Risk
The Council’s corporate risk register captures the most significant risks affecting the
medium to-long term priorities of the Council. The Council also maintains a housing
and regeneration-specific risk management plan and register.
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10.4 Performance
In delivering its housing services, the Council must ensure that it complies with the
standards set by the Regulator for Social Housing. The regulatory approach places
the onus on the Council to ensure that the standards are met and to support tenants,
both to shape and scrutinise service delivery and to hold Councillors to account. Within
this context, the Council’s framework for managing and scrutinising performance is
particularly important for reviewing and maintaining service standards, identifying
improvement activities and communicating levels of performance both internally and
externally.
The housing and regeneration service operates within the corporate performance
management framework, which enables the Council to determine and monitor the
achievement of its strategic objectives and to consider whether those objectives have
led to the delivery of appropriate, cost-effective services that benefit the community.
These are encompassed within the Council Plan.
Supporting the Council Plan are a suite of housing and regeneration service
summaries, which set out what key services are delivered, and the key performance
indicators used to measure performance. Performance is reported on a quarterly basis
to the Council’s Overview and Scrutiny Management Committee.
10.5 Customer feedback
As part of its commitment to deliver customer-focused services, the Council’s
customer complaints and feedback system records all types of feedback (customer
complaints, compliments, comments, suggestions and Councillor and MP enquiries).
Regular reports are produced looking at performance, along with causes and
outcomes of customer complaints. This analysis enables managers to review service
quality and learn from customer feedback, in order to make service improvements.
From analysing the available data for 2019-20, the following information is known
about the housing and regeneration service in this regard:
•
•
•

209 complaints were dealt with, compared to 139 in 2018-19.
92% of complaints were resolved at stage one compared to 89% in 2018-19.
10 enquiries were made to Milton Keynes Council by the Ombudsman. 10
decisions were received of which only one was upheld, six were deemed to be a
‘premature complaint’ and were referred back to the Council to be investigated
through our complaints procedure and three were not investigated. Some cases
will have been received and decided in different business years, this means that
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•

the number of enquiries received will not always match the number of decisions
made.
39 compliments were received, compared to 38 in 2018-19.

Housing teams gather information on the level of satisfaction customers experience
when accessing their services and this is routinely accomplished through servicespecific surveys. In addition, at the start of 2020 we carried out our first STAR survey
for a number of years, giving every tenant and leaseholder the opportunity to share
their views about the services we deliver. The results will be shared with tenants
through the annual report and will be used to identify where the service needs to
improve.
We are considering options for how we carry out STAR surveys in the future and at
what frequency. This is likely to be once every two years, with more regular focussed
surveys being carried out more frequently to ensure that tenants and leaseholders
have regular opportunities to tell us what they think of our services.
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11. Action Plan
A detailed HRA BP action plan will be produced, built around our investment priorities,
the capacity within the HRA and opportunities for external funding. This will be
reviewed annually to reflect policy changes and residents’ priorities, with a more
extensive review at least every five years.
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HOUSING REVENUE ACCOUNT – ROLLING BASELINE BUSINESS PLAN MODEL

ANNEX B

1. The Baseline
1.1. The rolling Baseline Business Plan Model (BPM) is based on current approved plans (capital and revenue
budget approvals) and unavoidable “need to spend”, principally the expenditure required to reach and
maintain the Decent Homes Standard for the housing stock which is based on the Asset Management Plan
(AMP) included within the BP and stock condition and component lifecycle data held on the Keystone
system.
1.2. The Baseline BPM therefore includes provision for the 5-Year Investment Programme, as set out in the
AMP, and for a continuation of the programme to cover the continuing need to spend on component
replacement and other planned maintenance as set out in the AMP.
1.3. The Baseline BPM also includes provision for ongoing management and maintenance costs at the levels set
in the current revenue budgets. These costs are inflated using corporate assumptions for long-term CPI and
RPI.
1.4. The baseline also includes provision for income, principally from dwelling rents which are inflated in line
with government policy and the Rent Standard published by the Regulator of Social Housing.
1.5. The baseline provides for interest on debt, and a depreciation charge on the housing stock which is recycled
through the Major Repairs Reserve (MRR) to finance the planned capital expenditure. Previously it has
included no Voluntary or Minimum Revenue Provision to repay debt, though this is now being introduced to
ensure that new borrowing can be paid down during the lifetime of the underlying assets.
1.6. Forecast Right To Buy (RTB) sales are included in the baseline, which have the effect of reducing rent
income and reducing management and maintenance liabilities. Capital receipts from RTB sales, after
deductions covering costs of sales and a provision for repayment of debt, are payable to the government. A
proportion of the receipt (the “One For One” or “1-4-1” receipts) can be retained by the council for up to
three years to fund up to 30% of the costs of new affordable housing.
1.7. Capital expenditure in the Baseline BPM includes approved capital budgets for the Housing Delivery
Programme (made up of acquisitions, new build developments, and regeneration schemes) creating 289
new units. New council housing provided through this programme is assumed to be part-financed from RTB
One For One receipts or from Homes England grant, and as a consequence of the rent policy, to be let at
LHA-level rents. New build housing replacing stock demolished as part of regeneration schemes is assumed
to be let at existing social rent levels.
1.8. The rolling Baseline BPM is a snapshot in time of the 30 year financial forecast on the HRA. New capital
schemes will be added into the baseline as they come forward (in-year), are assessed both in terms of their
individual Value for Money (VFM) assessment but also their implication on the HRA overall. As such, the
rolling BPM is a live model and will be refreshed regularly. There are a number of schemes in development
including the Lakes Estate Regeneration, Mellish Court and The Gables, Cripps Lodge together with our
ambition to deliver 1,200 new homes by 2030. The investment pipeline is currently being reviewed and
prioritised. As the schemes move through assessment, internal governance processes etc., we will add
schemes into the BPM in-year (via Delegated Decision or Cabinet approval) or as part of the annual budget
setting process.
1.9. The Baseline BPM sees current housing stock of 12,071 increasing by the current approved capital budget
for new build and acquisitions of 289, a total of 12,360. These figures do not include the potential loss of
stock through RTB. For the purpose of modelling the potential financial impact of RTB in the business plan,
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we have assumed potential RTBs across the business plan period of 950 units (based on an average of 32
units per year) however this is particularly difficult to predict in the current climate as we wait to see the
wider economic impact of COVID.
2. Previously Reported Position
2.1. The HRABPM was originally approved in January 2019 and the refresh of the draft Baseline BPM was
reported to Cabinet on 1 September 2020. At this time the model was still subject to final checks and an
independent review with an external consultant. At the time, the draft business plan model estimated that
the balance at the end of the BP period would be a surplus of £262m (and all debt repaid) and peak
borrowing of £244m as shown in the following graphs:
Capital Expenditure & Resources
CHART 1

HRA Borrowing
CHART 2
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HRA Balances
CHART 3

3. Current Reported Position
3.1. The update of the rolling business plan model has been underway since September 2020 and this included
seeking an independent review of the model by an external consultant. We have also since taken further
advice on aspects such as the rates of inflation to use in our assumptions and had a workshop to stress test
the sensitivities within the plan.
3.2. The latest update of the rolling business plan shows that as in September 20, debt can be repaid over the
business plan period and the forecast surplus at the end of the period will be £110m (a reduction of
£147m), with peak debt at £282m (an increase of £38m), as shown in the following graphs. Whilst the
movement in the model may appear significant, the overall rental income across 30 years in the plan is
£2,482m (6% movement). Small changes in the business plan in a single year, can have a significant impact
over the BP period as these are then compounded by future years inflation assumptions. Some of the
movement is as a result of adding in additional costs to the budget both in revenue as part of setting the
Medium Term Financial Plan (MTFP) and into capital as schemes came forward and were approved in-year –
further detail on the movements can be found in Table 1 (section 4.1). These were set out in the draft
budget report presented in December 2020.
Capital Expenditure & Resources
CHART 4
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HRA Borrowing
CHART 5

HRA Balances
CHART 6

4. Change in Baseline BPM
4.1. Several of the assumptions behind the BPM outputs have been updated to better reflect current and
forecast circumstances and expectations and as new pressures have emerged as part of setting the revenue
budget or new schemes have been added into the capital programme. The main updates can be
summarised as follows:
TABLE 1 – Core Planning Assumptions
Assumption
Old Baseline
Price inflation (RPI)
Rent inflation (CPI+1%)
Building inflation (BICS)
Interest Rate on
borrowing
Interest Rate on
balances
RTB sales (total not avg.)

New Baseline

(Average 30 year)

(Average 30 year)

3.00%
3.88%
RPI + 0.44%
2.5%

2.88%
3.83%
RPI + 0.46%
3.83%

0.8%

1.71%

31.13

32.35

Comment
Reduced to reflect current 0.5%
Reduced to reflect current 0.5%
Increase to offset RPI reduction
Starts at 2.5% but rising to 4.5%
over 20 years
Anticipating rise in later years
Increase reflects potential additional
sales of New Build stock
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Assumption
Prudent Minimum
Balance
Provision for Voids
Provision for Bad Debt
Provision for Voluntary
Repayment of Debt
(VRP)
General Contingency

Old Baseline

New Baseline

(Average 30 year)

(Average 30 year)

£7.259m

£6.550m (TBC)

0.9%
1.20%
0

0.9%
1.27%
1%

Unchanged
Reflecting forecast 2020/21
Based on 1% of new borrowing
(equates to 100-year asset life)

£0

£500k

Provision for unexpected additional
costs or loss of income.

New Baseline
£5.937m

Comment
Includes 2021/22 pressures of
£3.682m, reductions of £0.270m,
and financing items of £2.525m (see
Schedule)
Includes 2020/21 costs of Mellish &
Gables £2.018m, YourMK closedown
costs £0.650m, and £0.980m savings
from vacant posts and non-essential
spend.
Includes:
Planned Maintenance £1.775m
Lakes Env Imps
£0.960m
Fullers Slade fees
£0.399m
Mellish & Gables
£2.891m
1 Bed Acquisitions
£4.539m
Fishermead - Modular £6.535m

TABLE 2 – Spending Choices
Assumption
Old Baseline
Revenue budget
0
pressures & savings

Additional Spending
Choices 2020/21

0

£2.820m

New & revised capital
schemes

0

£17.100m

Comment
Now recalculated each year

5. Stresses and Sensitivities
5.1. The BPM has been analysed, with support from expert consultants, to identify the major sensitivities (the
factors which cause the greatest changes in outputs) and stresses (the circumstances and combinations of
circumstances which could adversely affect the sensitivities, and hence outputs). These assumptions do not
form part of the baseline model but indicate how significant the impact could be on very subtle changes to
some assumptions in the model. This demonstrates the need to review the business plan regularly,
particularly in the current climate. The sensitivities can be summarised as follows:
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CHART 7

5.2. The above chart shows the potential impact on the HRABP (across the full 30-year period) if any of the
metrics identified, change. This demonstrates how particularly sensitive the BP can be to relatively small
changes to factors and therefore the need to review the plan regularly so any movements (particularly
adverse) can be assessed. If adverse movements were to occur, it would be important to assess what
mitigations can be put in place to address these. Within the HRABP, the only real area for review, would be
against our expenditure as rent and therefore income levels are set by government policy. This would
mean that we would need to review all costs (including management), reviewing our pipeline for new
capital investment (reducing or deferring), calling on our in-year surplus (or minimum working balance),
which would need to be replenished) or reviewing our planned maintenance programme.
6. Borrowing Limits
6.1. In September Cabinet approved that the current single debt pool for GF and HRA debt would be replaced
with two separate debt pools. This decision was taken to reflect the future divergence in borrowing levels
given the ambitious plans for the HRA. Currently both GF and HRA debt is pooled into a single pool,
meaning both sides share the same average rate of borrowing costs. Whilst HRA and GF borrowing levels
are broadly in line, this is a reasonable approach, however the extent of the planned investment in the HRA,
would make this disproportionate. Current borrowing rates are significantly below that of historic debt and
moving to a two-pool arrangement will enable the HRA to benefit in full from the lower borrowing rate (for
new borrowing) and not share the impact of the lower average with the GF.
6.2. To set an affordable borrowing cap for the HRA consistent with the requirement of the Prudential Code,
external advice was taken to review potential options and select both the most appropriate method to
calculate this and set appropriate metrics. Having considered this advice it is proposed as part of the
Councils Treasury Management Strategy that MKC set limits on HRA borrowing based on an Interest Cover
Ratio (ICR) of 1.25, consistent with other local authorities and registered providers.
6.3. The Interest Cover Ratio metric is based on the total interest payable from revenue operating surpluses
(income less management & maintenance costs and depreciation) after applying a multiplier of 1.25, which
effectively provides a 25% contingency against reductions in operating surpluses.
6.4. It is proposed that the borrowing limits are set for a five year period (consistent with the Medium Term
Financial Plan) but reviewed in full annually alongside the BPM itself, to take account of changes in the
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external environment, legislation, and approved capital and revenue expenditure and income. The model
will be updated in-year as new capital schemes are approved together with an annual refresh of the core
assumptions. The proposed borrowing limits, compared to forecast borrowing in the Baseline BPM are as
follows:
CHART 8

6.5. By adopting a debt limit based on interest cover, the level of affordable borrowing will change as new
investment decisions are made reflecting both the capital costs (new debt) and the revenue consequences of
new investments on the Operating Surplus. All new schemes will therefore need to be assessed accordingly.
7. Increasing Our Capacity in Borrowing Headroom
7.1. As schemes are prioritised and agreed, this will impact the ICR calculation, as operating surpluses predicted
in the HRA change and it is this that forms the basis of the calculation. Individual schemes will have
different impacts on the model and schemes which have more positive impacts could be prioritised in order
to increase the headroom calculation. All schemes will need thorough assessment of the value for money
secured, so that investment maximises financial and non-financial returns. We have engaged consultants to
build on our in-house work on value for money assessment, to ensure that we are applying best practice
from elsewhere in the public and private housing sectors.
7.2. It may be possible to increase the borrowing headroom in the HRA further by reviewing our treasury
assumptions and approach. Currently the BPM includes a provision for interest rates on new debt of 2.5%
in the first five years, but slowly rising thereafter up to 4.5% at year 20. Interest rates (especially into the
longer term) are incredibly uncertain and will be impacted by the wider economic situation. However,
current long-term fixed interest rates from the PWLB are currently less than 2%. As an example, if we were
able to secure new borrowing at 2% instead of 2.5% as currently modelled, this would add £16m into the
borrowing headroom at year five. Therefore, there is an opportunity to look at the timing of our borrowing
in order to benefit from more positive interest rates. If we were to consider this, we would need to factor
in the cost of borrowing earlier (interest costs starting sooner) and it will be important to ensure that
scheme costs and timescales are accurate (so we don’t borrow too much or too early).
7.3. The funding of new build schemes (and the new build elements of regeneration schemes) will also need to
be analysed to maximise the use of retained 1-4-1 Right To Buy receipts, and where these are not applied,
the use of Homes England Grant, to minimise the net cost to MKC. At present, we don’t have enough
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retained or forecast 1-4-1 RTB receipts to apply the maximum allowed (30%) against our new build schemes
and so reviewing this, will create additional headroom in the HRABP. In addition to this, there may be
specific grants available that could contribute to our AMP, for example energy / sustainability grants.
7.4. Section 1.9 highlighted the uncertainty of RTB levels on the BPM. At present, we are predicting RTB in line
with historic levels with a small uplift for the fact that our stock numbers are increasing as a result of the
new build development programme. Whilst it is reasonable to assume better, newer stock may increase
RTB, the wider economic climate may see some general reductions. Even just freezing the level of RTBs in
the model would increase headroom at year five by £1m (greater over the whole BP period). This will be
closely monitored.
7.5. Largely the BPM is based on a set of core assumptions, largely driven by inflation assumptions, government
rent policy and the AMP. The impact of these changing has already been outlined in Section 5, Chart 7. In
addition to this, there are some other areas that could positively affect the headroom calculation, including;
a review of efficiencies across the management costs within the HRA (costs are currently inflated by 3%
annually to take account of things such as pay inflation); ensuring income collection processes are robust
and service charges operate on a full cost recovery method; a detailed review of the planned maintenance
programme, beyond the original 5-Year Investment Programme – the programme started in April 2019 and
aims to bring all homes up to decent homes standard by March 2024, at which point, the AMP will revert
back to a normal level of rolling improvement works.
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ANNEX C
Results and analysis of the HRA Business Plan consultation
1. Background
In order to develop a Housing Revenue Account Business Plan that is informed by and built upon
our tenant’s priorities, a 7-week consultation was carried out in September and October 2020 to
seek tenant’s views.
The consultation asked tenants and leaseholders what they felt were priority areas for investment
under the following headings:







Types of new council homes
Improvements to existing council homes
Improvements to our estates and surrounding areas
Improvements to our flats and sheltered units
Services for tenants
Energy efficiency

2. The consultation process
The consultation consisted of the following activities and communication methods:




A survey was posted to all tenants and leaseholders with a stamped addressed envelope.
The survey was also available online.
An online consultation page was developed and included information explaining what a
Housing Revenue Account is and set out the reasons why we were seeking tenants’ views.
Sheltered accommodation tenants were supported by staff to complete the survey.

We communicated directly with our accredited Residents Associations about the consultation, many
of which were proactive in advertising the consultation in their communities through their own
social media channels and at local meetings.
The consultation was also advertised through the usual corporate social media channels and in
Councillors News.
3. Results of the consultation
3.1 Response rate
Of the 12,595 surveys posted out to tenants and leaseholders, 2,384 surveys were completed giving
a response rate of 19%. This is almost four times the number received in 2018. 215 were completed
online and 2,169 were returned by post. Of those returned by post, 139 were incorrectly completed
and therefore unusable; 465 respondents had ticked only one category for each question (which we
presumed to be their top priority) rather than rating the categories in order of importance. The
analysis below sets out the results of the 1,780 correctly completed surveys, and separately the
results of the 465 with one tick per question. It is important to note that not every respondent
answered every question, so the analysis is based on the number of respondents to each question.
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3.2 Question responses
Tenants were asked to rate the priorities from most important to least important.
1. Of the four main areas of investment, what is most important to you?

1,481 tenants answered this question. 63% (936 tenants) ranked repairing existing homes as their
most important priority. Services for tenants and investing in new homes both received 14% of first
choice responses (210 and 204 tenants respectively). Looking after estates received 9% of first
choice responses (130 tenants).
Lots of comments were received about the condition of some of our council housing and the long
waits that tenants are facing for improvements and upgrades to bathrooms, kitchens, windows and
doors. There was a recognition that we need more council housing, particularly family sized houses,
but also a frustration that existing tenants are being
377 tenants only ticked one answer which we presumed to be their top priority; these are set out
below and present a similar picture to that of the correctly completed surveys.

In 2018, responses to this question were similar, although investing in new homes was deemed a
higher priority at that time. At that time, 47% chose repairing existing homes as their highest priority
followed by investing in new homes (19%), services for tenants and their homes (18%) and looking
after estates (16%). Given the much higher response rate this time, the results can be taken as being
more representative of tenants and leaseholders views.
2. What type of homes do you think the council should prioritise building?
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1,454 tenants answered this question. 55% (795 tenants) chose family homes as their first choice,
with 20% (291) choosing it as their second choice. Bungalows and flats/smaller homes both received
17% of first choice responses (247 and 254 tenants respectively). Sheltered and specialist
accommodation received 11% (157 tenants).
There was a recognition in some of the comments we received that building bungalows and smaller
homes for older people would free up much needed family accommodation. Several respondents
commented that the Council should stop building flats and focus on houses.
Of the 382 tenants who only ticked one answer, as set out in the bar chart below, almost half ticked
family homes. Bungalows received 25% of the one-tick responses.

In 2018, 49% of tenants chose family homes as their top choice, followed by flats and smaller homes
(19%), specialist/sheltered accommodation (18%) and bungalows (14%). Overall, the responses
remain similar. The reduced support for sheltered and specialist accommodation could be because
we had a much higher response rate this time, so the proportion of respondents from sheltered
units who may be more likely to choose this option, was lower.
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3. What type of improvements in existing homes is most important to you?

1,382 tenants answered this question. Kitchens received 27% of first choice responses (374 tenants),
followed by energy efficiency (18%, 245 tenants), dealing with mould (13%, 182 tenants) and
bathrooms (13%, 174 tenants). When looking at first and second choices together, kitchens came
out top (41%), bathrooms second with 38% and energy efficiency third with 29%. Doors (2%, 32
tenants) and exteriors (4%, 61 tenants) received the lowest amounts of first choice responses.
Several comments were received about the importance of making council homes more energy
efficient, with solar panels being a popular option.
Of the 255 tenants who ticked only one answer, energy efficiency came out top (23%) followed by
kitchens (20%). Dealing with mould and bathrooms both received 14%. Interestingly, exteriors came
out higher on the one-tick responses with 13% of responses. These results are set out below.

In 2018, this question only asked for responses against five categories: kitchens, bathrooms,
energy efficiency, windows/doors combined and roofs. At that time, energy efficiency came out
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top with 26%, kitchens were second with 25%, bathrooms (18%), windows/doors (16%) and
roofs (15%). The top priorities remain similar and the increased number of categories included
this time around has enabled us to better understand tenants’ priorities, for example, upgrading
windows is clearly more important to tenants than upgrading doors.
4. What type of improvements to your estate and surroundings are most important to you?

1,349 tenants answered this question. Paving and paths received the highest number of first choice
responses with 33% (444 tenants), followed by fences and gates (25%, 343 tenants). Pest control
received 16% of first choice responses (218 tenants) and grass and shrub cutting 14% (187 tenants).
Improvements to garages received the least amount of support.
Several comments were received in relation to fly tipping – this is clearly an issue that tenants feel
is not being dealt with effectively.
291 tenants ticked only one category, and these results are set out below. The top four are the
same, albeit in a slightly different order of priority. While the top choice was paving and paths with
34%, grass and shrub cutting was second with 26%, followed by fences and gates with 18%.

In 2018, results were similar with tenants prioritising the same four categories. At that time, 33%
chose paving and paths as their top priority, followed by fences and gates, and pest control with
18% each, then grass and shrub cutting with 13%.
(264)

5. If you live in a flat or sheltered accommodation what type of improvements are most
important to you?

633 tenants answered this question. Entrance security was by far the biggest priority with 69% of
first choice responses (439 tenants). Lighting received 16% of first choice responses (104 responses).
Garages received by far the least support.
177 tenants ticked only one response to this question, as set out below. The results present a similar
picture, with entrance security being the top priority (51%), followed by lighting (25%).

In 2018, results were similar with 69% prioritising entrance security, followed by lighting with 15%.

6. What type of services is most important to you?
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1,296 tenants answered this question. 74% (964 tenants) chose improved tenancy support and
guidance as their top priority. Advice and support on how to have your say received 15% of first
choice responses (194 tenants) while advice and support on community involvement received 11%
(138 tenants).
353 tenants ticked only one response. The results below show that these are in line with the main
set of responses, with 67% prioritising tenancy support and guidance.

In 2018, the results presented a slightly different picture with only 50% prioritising improved
tenancy support and guidance. At that time, 39% of respondents prioritised advice and support on
how to have your say. Since the last HRA Business Plan survey in 2018, the housing service has
carried out several surveys with tenants and leaseholders, including a STAR satisfaction survey early
in 2020. This may be why a smaller proportion of tenants feel that they need advice on how they
can have their say, as we have given them several opportunities to do so in the last two years and
will of course continue to do so.
7. Energy efficiency
We asked a new question in this survey, as follows: MKC plans to invest more of the HRA in making
its housing stock more energy efficient and building new council homes that are highly energy
efficient; this will lower tenants’ energy bills, help tackle climate change and help MK become a
carbon neutral city. On a scale of 1 to 10, how important is this to you?
1,715 tenants answered this question and the results are set out below. If we take a score of 7 and
above as showing support for this priority, this equates to 79% (1,351 tenants).
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Score
9 or 10
7 or 8
1 to 6

Response rate
58% (990 tenants)
21% (361 tenants)
21% (364 tenants)

4. Communication to tenants
The results of the consultation and the impact it has on the HRA Business Plan will be communicated
directly to tenants through our next annual report. Throughout the life of the HRA Business plan,
we will commit to ongoing consultation to ensure that changing needs and priorities are understood
and reflected in the plan.
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1. Introduction and Purpose
The Policy seeks to set out the principles Milton Keynes Council (MKC) applies in calculating
its rents and service charges for its housing stock and also seeks to provide guidance to its
tenants. The Policy creates the procedural framework for rent setting; service charges; and
income collection for council housing. The policy is intended to promote transparent,
equitable and sustainable rent and service charge setting and collection.
The policy sets out:







Confirmation of MKC’s commitment to the Regulator of Social Housing’s (RSH) Rent
Standard (see Appendix 1), ensuring that rent and service charges comply with
Ministry of Housing, Communities and Local Government (MHCLG) Policy Statement
on Rents for Social Housing.
How MKC will set rents for its social and affordable housing stock
The approach that MKC will adopt when setting service charges
How MKC will work to meet best practice on rents and service charges
How MKC will ensure decisions and actions are compatible with corporate debt
policy, by ensuring a policy on income collection is in place

2. Scope
The policy relates to the setting, charging and collection of income related to residential
accommodation within the Housing Revenue Account (HRA). Garage rents are also covered
by this policy.
The following are not in scope of this policy –
 Ground rents, service charges and any other fees and charges levied on leaseholders
of MKC housing
 Ground rents, service charges and other fees and charges levied on shared owners of
MKC properties, other than weekly rent charges
 Pitch fees for Travellers sites
 Temporary accommodation provided to homeless households under Part VII of the
1996 Housing Act, other than where this is a MKC tenancy
 Residential accommodation owned by MKC but not managed within the Housing
Revenue Account
 Commercial premises owned by MKC
 Service charges levied on residents of sheltered housing for the provision of
community alarm and warden support – these are administered as part of MKC adult
social care provision and governed by the policies for that service
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Rents are charged over 50 weeks in the year, as set out in section 6 below. The majority of
council properties are let at social (or target) rent with some let at affordable rent levels.1
The average rent for a council property is included in the annual budget reports & schedules
of fees and charges.
3. Roles, Responsibilities and Delegated Authority
The policy is approved by MKC Cabinet. The relevant MKC Cabinet Member will approve any
policy decisions arising from the implementation of the policy on the recommendation of
the relevant Director.
Authority is delegated to relevant Director to implement the policy and delegate authority
to officers accordingly. Authority is delegated to the Head of Housing Operations and their
delegated officers to develop procedures for income management.
4. Rent Setting
The policy relates to the setting, charging and collection of income related to residential
accommodation within the Housing Revenue Account (HRA), including Secure, Introductory
and Flexible tenancies. Garage rents are also covered by this policy. MKC is extending its
Flexible Tenancy Policy to include flexible tenancy arrangements for a wider range of
resident and purchase options. For flexible tenancies, rent will be set at levels equivalent to
the Local Housing Allowance or up to 80% market rent value.
Rents are set annually, through MKC’s budget-setting process. Increases (or decreases) are
decided by decisions of Cabinet and Council, usually in February, and are effective from the
first Monday in the following April. Average rents and the amounts of increases (or
decreases) are set out in the Budget Report and the Fees & Charges annex. All tenants are
given at least 28 days’ notice of increases (or decreases) in their own rent through the
annual rent notification letter.
MKC will adhere to the Rent Standard in setting its rents. The rent standard is set out at
Appendix 1. The rental income from residential tenancies is the main source of income to
the HRA. As it is MKC’s objective to provide good quality housing which is well-managed, it
is essential that the income from rents is maximised to enable investment in the housing
stock and services. It is also recognised that some tenants have a low income and are
vulnerable, so it is important that the rent setting policy does not unduly disadvantage
them.

1

Affordable rent housing is housing let by a local authority or registered provider at a rent higher than social
housing rent level, but no more than 80% of the rent that the property would be let for in the private rented
market. The landlord is permitted by MHCLG or Homes England to let properties at this rent level as part of the
agreement to develop or purchase the housing, as a means of increasing the supply of housing available in the
social housing sector.
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New Tenancies
Affordable Rents
For new tenancies of newly built or acquired properties that have been funded with Right
To Buy Retained Receipts2 or Homes England grants3, rent will be set at levels equivalent to
the Local Housing Allowance (LHA). These properties fall within the definition of affordable
rent housing set out in the MHCLG policy statement. The LHA in Milton Keynes is
significantly below 80% of market rent so this complies with the Rent Standard. Service
charges for communal and additional services at the property are additional to the rent.
Benefit regulations define those service charges that will be eligible when calculating
benefits and further information is set out below (some charges such as for heating, power
and water within the property are not eligible). When calculating the affordable rent, MKC
will include and service charges in the total amount, provided these are eligible for Housing
Benefit/Universal Credit.
Social Rents
For new tenancies of newly built or acquired properties that have not been funded with
Right To Buy Retained Receipts or Homes England grant and are social rented properties,
rent will be set according to the formula set out in the Rent Standard, based on national
average rent, local property values and local average earnings. MKC will use the data
published annually by MHCLG for this purpose.
Existing Tenancies
Social Rents
Where existing tenancies are at social rents, MKC will increase rent on these properties
within the maximum permitted by the Rent Standard. From April 2020 for a period of five
years the maximum increase has been set as Consumer Prices Index (CPI) plus 1% per year.
Affordable Rents
Where existing tenancies at rents at LHA levels, MKC will increase rent on these properties
in line with increases in LHA, ensuring that any such increase is capped at the maximum
permitted by the Rent Standard, currently CPI + 1%.
The Rent Standard allows landlords to apply a different approach to social housing tenants
with an annual household income above £60,000. The rent increase does not have to be
capped at CPI+1%. However it is MKC policy to apply the standard increase to all tenancies
regardless of household income.

2

Right To Buy Retained Receipts are those receipts that the government allows local authorities to retain with
the intention of providing one-for-one replacement of additional RTB sales at affordable rent (more info).
3
Homes England is the body that provides government grant for new affordable housing (more info).
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Re-lets, Succession and Mutual Exchanges
When a social rent property is re-let after a void period, the rent will be the social housing
target rent, even if this is different from the rent for the previous tenancy. When an
affordable rent property is re-let after a void period, the rent will be re-based to the current
LHA level, even if this is different from the rent for the previous tenancy.
If the void period covers the first week of April, the new rent will include the uplift for the
new financial year, generally CPI+1% as set out above.
Where a succession takes place, the new tenant takes over the tenancy terms including the
rent and service charges so the rent will not change. Similarly, when a mutual exchange is
carried out the incoming tenant takes over all the existing tenancy terms including the rent
and service charges.
Shared Ownership
Shared ownership properties are not subject to the Rent Standard. Initial rents are set, as
above for council tenancies. Rent increases determined in the lease for the property,
normally as the average rent increase applied to council tenancies in the previous year.
Unauthorised Occupancy
For properties that are occupied by someone who is not a legitimate tenant but has
tolerated trespasser status, the use and occupation charge will be equivalent to the weekly
charge that would apply if the property were tenanted.
Garages
For garages, as for residential properties, it is MKC’s objective to maximise the income in
order to be able to invest in the properties and keep these to a high standard. It is also
recognised that garage rents should be set at a level that is fair for tenants. MKC is
developing a Garage Strategy that will set out in detail the plans for investing in the garage
stock. Rent levels for garages will be determined annually, based on existing charge levels
and applying a fair level of increase based on demand for garages and the investment
required to maintain the garage stock in good condition.
Supported Housing
The Rent Standard allows landlords apply a different approach to “specialised supported
housing” which is accommodation that is specifically intended for, and offers a high level of
support for, residents who would otherwise not be able to live independently. The sheltered
housing schemes managed by MKC within the HRA are not considered to meet this
definition. For tenancies in sheltered housing, MKC will apply the same approach to rent
setting as for general needs social housing tenancies.
MKC Rent and Service Charge Policy
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5. Service Charges
Service charges are made to residents to cover the costs of services provided to a property,
block or estate. Service charges are based on our best estimate of the costs of providing the
services. As at April 2020, there are 1,997 general needs properties and 923 sheltered
properties that receive a service for which a service charge is payable.
Leaseholders have a variable service charge based on the process of issuing estimates and
actual invoices, defined in the Landlord and Tenant Act 1985. In relation to costs the Act
states that they can only be levied as long as they are reasonable, and that works are carried
out to a reasonable standard. Variable service charges are based on the actual cost of
providing the services. Where the costs are different from what was estimated at the start
of the year, an adjustment will be made to the account
Tenants of blocks or estates where service charges are levied have a fixed service charge,
which is payable alongside the basic rent charge. Tenants will not be liable to pay any
additional costs for the actual provision of services, nor are they eligible for a rebate should
the actual cost of service provision fall below the income from charges. Service charges will
be set annually in advance and notified to tenants with the annual notification of rent
increase. We aim to ensure when setting service charges that:






Charges are simple and transparent, so it is clear what is being paid for
We make accurate predictions of the actual cost of service provision in order to
set service charges
We levy charges that are fair, equitable and represent good value for money
We maximise our income so we can provide the best possible services to
residents
Fixed charges levied on tenants, though not identical to the variable service
charges levied on leaseholders, are reasonable and fair by comparison.

Current Charges
Service charges are levied on 1,997 general needs tenancies and 923 sheltered tenancies (as
at April 2020). The services that we make a charge for currently include the following –
 Cleaning
 Caretaking
 Electricity
 Gas
 Water
Tenants of sheltered housing schemes are also charged for community alarm and housing
support services that enable residents to live safely and independently in their own home.
This policy does not cover the setting of these charges, but the charges are collected with
the rent and other charges for the property.
Where the actual cost of services provided exceeds the overall income from service charges,
because of historical undercharging, it is our policy to move toward full cost recovery so that
MKC Rent and Service Charge Policy
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the income from charges fully covers the cost of service provision. To manage the impact for
individual tenants paying charges, any increases will usually be phased in over a number of
years.
We publish a schedule of service charges that are levied. These will be agreed annually by
the council as part of the budget setting process. Service charges will be detailed in the
tenancy agreement at the time the tenancy is signed. Payment of the service charges is a
condition of tenancy and possession action will be taken for non-payment of charges, in the
same way as for rent payment.
Charges will change no more than once a year, at the same time that rents are increased or
decreased. Tenants will receive notification of changes to service charges along with the
rent increase/decrease, no less than 28 days before the change is applied.
We will seek to pool charges at the highest reasonable level so that –



Wherever possible we charge the same amount for a given service to all Milton
Keynes tenants who receive that service
Where that is not appropriate, we will levy the same charge to all tenants on an
estate who receive that service. This may apply, for example, where there is a
significantly different level of service provided to tenants on a given estate

It will be our policy, generally, to de-pool service charges from rents so that tenants have
more information about the specific charges being made for elements of the service they
receive. This approach would apply to any service that we provide to tenants, that is not a
core housing management or maintenance function, and therefore is eligible to be charged
for separately via a service charge.
Changes to Service Charges
From time to time we may wish to provide new services to an estate or block, or discontinue
an existing service, or change the type of service provided. We will consult with residents
about any proposed changes to services and charges and consider their responses before
any decision is made. We will do this as part of our pledge to develop local offers in
partnership with tenants.
We may introduce service charges to pay for the costs of existing services that are currently
funded from general income to the service, by separating out costs within the existing rents
charged. If we propose to do this, we will consult fully with residents who are affected by
the proposal.
Service charge increases are not governed by the same factors as rent, since they are based
on service costs. However, in accordance with the MHCLG policy statement MKC will
endeavour to keep increases for service charges within the limit on rent changes, of CPI + 1
percentage point, to help keep charges affordable.
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Service Commitment
We will ensure that, as far as possible, service charges represent good value for money for
our residents
 Where services are provided under contract by another organisation, we will work
within the MKC procurement framework to achieve the best possible value
 Where services are provided direct by MKC, we will ensure they are as efficient as
possible
 We will ensure that the service charge is levied on all residents who benefit from the
service in question.
 Moving forward MKC will carry out regular STAR satisfaction surveys which will
include a question concerning the value for money of service charges. We will
monitor the satisfaction level and may decide to set targets to improve this.
We will not treat tenants differently in respect of service provision and service charges as a
result of their Housing Benefit (HB)/Universal Credit (UC) claimant status.







Generally, we only levy mandatory service charges, in our role as a landlord, for
services that would be part of “eligible rent” under the Housing Benefit Regulations
or “eligible service charges” under Universal Credit; other than heating, electricity or
water charges.
The list of eligible service charges under UC and HB Regulations on service charges
are published by DWP
Where we provide additional services that are not eligible for HB or UC, such as
heating, we will levy a service charge that fully recovers the cost of providing the
service
We may introduce charges for other services that are not mandatory and are not
part of the tenancy agreement, for example for car parking. We will always consult
with residents before we introduce additional charges

6. Income Collection
MKC charges rent over a 50-week period every year. The rent year runs from the first
Monday of April to the first Sunday of the following April. The two rent free weeks are the
weeks in which Christmas and New Year’s Day fall. The basic weekly rent is annualised and
then divided by 50 to arrive at the actual charge for the 50 weeks. On years which have 53
Mondays, the weekly charge is arrived at by dividing the annualised amount by 51. All rents
are payable each Monday in advance.
MKC will not change the rent charging regime unless it is considered to be in the interests of
the council and its tenants. Tenants will be fully consulted before any change takes place.
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The full rent and all relevant service charges are charged for all properties that are currently
tenanted. Tenants cannot opt out of any part of the rent or service charge for the property.
An unauthorised occupant who has “tolerated trespasser” status will also be charged the
full rent and service charge for the property.
The Income Collection Policy and Procedures apply to all dwelling and garage tenancies and
will also apply to the collection of other sundry debts such as recharges and legal costs.
The annual rent roll is around £54m as at 2020/21. This policy sets out our approach to
recovering income due and ensuring the protection of our vital revenue source to enable on
going provision of services to tenants and customers. Our approach is based on the
principles of Prevent, Resolve and Recover, communicating clearly expectations on paying
rent whilst offering support where needed.
We will:





Prevent arrears from arising through communication, setting clear expectations
and early intervention – where this is not sufficient;
Resolve arrears as quickly as possible through personal contact; support to
tenants; and a clear course of action detailing consequences, but where this is
not successful;
Recover arrears through swift and effective enforcement action

At all stages of income management, we will:
 Provide full information to tenants in a timely manner to help them keep track of
their account and pay what is required
 Offer a range of payment methods to make it easy and convenient to pay
 Keep payment handling costs to a minimum to ensure we achieve value for
money
 Ensure staff are available to discuss rent issues and support residents to maintain
payments.
 Proactively engage with tenants at an early stage when arrears start to arise
 Work in a structured way to take enforcement action, where necessary, in the
most timely and effective way to recover debts
Our overriding aim is to help and support tenants to maintain their tenancy and take
possession action only as a last resort. We will always give every tenant in arrears the
opportunity to repay the arrears in realistic instalments where this is essential, but we
will always insist they see rent as the priority debt.
Our Approach to Income Collection is set out at Appendix 2.
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7. Compliance and Performance
An annual HRA budget report is made to Cabinet. This will set out the projected income
for the HRA and demonstrate that the proposed rent levels comply with this policy.




The service’s performance on income collection is reflected in KPIs reported
quarterly to CLT and the Cabinet Member. The service will also set internal
performance indicators and targets that reflect the aims of this policy and will show
how well it is performing against those expectations. The service will also seek to
make use of benchmarking data and external challenge to assess performance. The
service is subject to internal audit from time to time which identified areas of risk
and makes recommendations for change.
MKC makes an annual report to tenants, which includes information about service
performance, including performance on income collection

8. Complaints
Complaints about the application of this policy can be made under the MKC complaints
procedure. Full information on how to do this can be found at https://www.miltonkeynes.gov.uk/your-council-and-elections/comments-compliments-and-complaints
9. Equality and Diversity
An Equality Impact Assessment has been completed for the policy.
Only one adverse effect for a protected characteristic has been identified – that older
people are more likely to be paying a service charge with their rent than the general
population. However, there are mitigations in that –
 For the majority who receive Housing Benefit, their benefit will increase to meet
the eligible service charges
 The change is programmed to occur over three years so the impact will be
gradual
Council housing tenants are more likely to be vulnerable and disadvantaged than the
general population. At any one time 3,500-4,000 tenants are in arrears and these are the
customers who are most affected by the policy on income collection. The focus on
supporting tenants to manage finances and maximise their income will generally be of
benefit to this group of tenants.
10. How will the Policy be implemented?
This policy crosses all service areas of the Council. All senior managers in the housing
service are aware of the importance of implementing appropriate procedures to support the
application of this policy.
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11. Review
This policy will be reviewed upon change in legislation and in any event every 5 years.
12. Legislation, Related Policies and Other References
Key documents referenced within the policy are:
 Landlord and Tenant Act 1985
 Housing Act 1985
 Housing Act 1996
 Service Charges (Consultation Requirements) (England) Regulations 2003
 Policy Statement on Rents for Social Housing, MHCLG February 2019
 Pre-Action Protocol for Possession Claims by Social Landlords
 Homelessness Reduction Act 2017
 MKC Garage Strategy – under development
 MKC Complaints Policy and Procedure
 Draft Recharge Policy
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Appendix 1 – The Rent Standard
1. Required outcome
1.1

Registered providers must set rents from 1 April 2020 in accordance with the
Government’s Policy Statement on Rents for Social Housing 2018 (hereafter Rent Policy
Statement) which can be found on the Ministry of Housing, Communities and Local
Government (MHCLG) website3.

2.1

This Rent Standard applies, subject to the exceptions in 2.2-2.5 below, to ‘low cost rental’
accommodation, as defined by section 69 of the Housing and Regeneration Act 2008. All
other terms used in this Rent Standard are defined within the ‘Policy Statement on rents
for social housing’

2. Exclusions from this Rent Standard
2.2

This Rent Standard does not apply to the following categories of property, as defined in
Chapter 5 of the Rent Policy Statement:
• Shared ownership low cost rental accommodation
• Intermediate rent accommodation
• Specialised supported housing
• Relevant local authority accommodation
• Student accommodation
• PFI social housing
• Temporary social housing
• Care homes.

2.3

This Rent Standard does not apply to property let to a high-income social tenant, for the
period of time where that property is let to that tenant. Where a tenancy of a highincome social tenant ends, or where the tenant no longer fits the definition of “high
income social tenant” as set out in the Rent Policy Statement, this Rent Standard then
applies to that tenancy, and/or to future lettings of that property.

2.4

Where the application of this Rent Standard would jeopardise the financial viability of a
private registered provider, the Regulator may agree, on request from that provider, an
exemption to specific requirements of the Rent Standard for a period of time.

2.5

In a situation (such as an insolvency) where there is a mortgagee in possession, or
receiver, in place, or where the registered provider’s stock is sold to a non-registered
landlord following intervention by the Regulator, neither the mortgagee in possession, nor
the receiver, nor the landlord to whom the stock is sold will be bound by this Rent
Standard.
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3. Specific expectations
2020 limit
3.1

Registered providers must comply in full with all the requirements and expectations set
out in this Rent Standard. They must additionally comply with all the requirements and
expectations of the Rent Policy Statement on the setting, increase and decrease of rents
and service charges.

3.2

In the year following the end of the social rent reduction period the maximum weekly rent
for an existing tenant is the 2020 limit. “2020 limit” means the amount that is found by:
a) determining the average weekly rent for the tenant’s accommodation in the fourth
relevant year specified in section 23(6) of the Welfare Reform and Work Act 2016,
and
b) increasing that amount by CPI + 1%5
c) in this paragraph “average weekly rent” means:
i.
in a case where the weekly rent changes because the accommodation is relet after the start of the fourth year, the weekly rent payable by that tenant
for that accommodation in respect of the most recent period for which rent
was payable at that changed rate provided that that change complies with
the requirements of the of the social housing provisions6 of the Welfare
Reform and Work Act 2016 Act and any Regulations made under those
provisions; or
ii.
ii. in any other case, the average weekly rent payable by the tenant of that
accommodation in respect of the fourth year.

3.3

This formula for calculating the 2020 limit applies to both Social Rent and affordable rent
housing.

Social rent
3.4

Where accommodation is not affordable rent housing (see 3.8-3.9 below) the maximum
weekly rent for a tenant who is granted a tenancy of the accommodation for the first time
is formula rent. Formula rents are exclusive of any service charges.

3.5

The formula rent of accommodation is found in accordance with the method set out in
paragraphs 2.4 to 2.6 of the Rent Policy Statement. The rent set may include an upwards
tolerance – “Rent Flexibility” – of
•
if the accommodation is supported housing, 10% of formula rent; or
•

3.6
3.7

if the accommodation is not supported housing, 5% of formula rent.

As set out in paragraph 2.8 and 2.9 of the Rent Policy Statement, formula rent is subject to
the rent cap. The rent cap is determined in accordance with paragraphs 11 and 12 of
Appendix A to the Rent Policy Statement.
Subject to the 2020 limit (see above), the weekly rent of any existing tenant may not be
increased by more than:
•
CPI +1% in any year; or
•

if the tenant’s rent exceeds the rent flexibility level, CPI in any year.
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Fair rent
3.8

3.9

In the case of tenancies subject to fair rent protection, the maximum weekly rent is the
lower of the fair rent set by the Rent Officer, and formula rent (subject to both the
rent caps and the rent flexibility level).
Registered providers may not increase the rent of a tenant with fair rent protection by
more than CPI +1% in any year (even if the tenant’s rent is below the formula rent level
and the maximum fair rent is increased by more than that amount).

Affordable rent housing
3.10

Affordable rent may only be charged where the property in question is provided by a:
a. registered provider pursuant to a housing supply delivery agreement between that
provider and the Homes and Communities Agency (now known as Homes England)
or the Greater London Authority and the accommodation is permitted by that
agreement to be let at an affordable rent; or
b. registered provider pursuant to an agreement between a local authority and the
Secretary of State and the accommodation is permitted by that agreement to be let
at an affordable rent; or
c. local authority, and the Secretary of State, Homes England or the Greater London
Authority has agreed that it is appropriate for the accommodation to be let at an
affordable rent.

3.11 In addition to the above, Affordable Rent may be charged where the property has been
acquired by a registered provider and was affordable rent housing when it was acquired.
3.12 Where Affordable Rent is being charged, the maximum rent inclusive of service charge for
a new tenant under a new tenancy is 80% of the market rent7 for the tenant’s
accommodation, subject to 3.13 and 3.14 below.
3.13 If the formula rent is higher than 80% of the weekly market rent (inclusive of service
charges) for the tenant’s accommodation, the maximum weekly rent is formula rent
which is to be set as in paragraphs 3.3-3.6 above and would be exclusive of service
charges.
3.14 The rent of an existing affordable rent tenant (including where they have a new tenancy)
may not be increased by more than CPI +1% in any year, subject to 3.2 above. ‘Existing
tenant’ in this context means an existing tenant of the specific property concerned. For
the avoidance of doubt, the revised rent on re-letting to an existing tenant may only be
re-based to 80% of current market value where the resulting rent would be no more than
the rent arrived at by a CPI+1% increase.

Moving between types of rent
3.15 Where a tenancy subject to fair rent protection ends and the property is re-let, that new
letting should be at social rent (or Affordable Rent where applicable and permitted. See
3.17a below).
3.16 On re-letting of a property previously occupied by a high-income social tenant, the new
letting should be at social rent (or Affordable Rent where applicable and permitted. See
3.18a below).
3.17 Social rent properties may not be converted to:
a. Affordable Rent (other than in the circumstances set out in chapter 2 of the Rent
Policy Statement);
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b. market rent (other than in the circumstances set out in chapter 4 of the Rent
Policy Statement); or
c. intermediate rent.
3.18 Affordable Rent housing must not be converted (including on re-let) to:
a. market rent (other than in the circumstances set out in chapter 4 of the Rent
Policy Statement); or
b. intermediate rent.

Local authority information requirements
3.19 Local authority registered providers shall communicate with the Regulator in an accurate
and timely manner. This includes all data and information required by the Regulator in
respect of compliance with this Standard. Where material issues that relate to noncompliance or potential non-compliance with the Rent Standard are identified by local
authorities, they are expected to communicate these to the Regulator promptly.
© RSH copyright 2020
This publication is licensed under the terms of the Open Government Licence v3.0 except where
otherwise stated. To view this licence, visit nationalarchives.gov.uk/doc/open-governmentlicence/version/3
Where we have identified any third-party copyright information you will need to obtain
permission from the copyright holders concerned.
This publication is available at: www.gov.uk/rsh
Any enquiries regarding this publication should be sent to us via enquiries@rsh.gov.uk
or call 0300 124 5225.
or write to:
Regulator of Social Housing
1st floor – Lateral
8 City Walk
Leeds LS11 9AT
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Appendix 2 – Approach to Income Collection
We work to the principles of Prevent, Resolve and Recover.
PREVENT
We will begin work with prospective tenants at the earliest possible stage to support and
advise them to meet their obligation to pay rent. We will discuss rent payments with
prospective tenants prior to the offer of a tenancy to ensure they are fully aware of their
obligations and the support that we can offer.
At the tenancy sign up:





We will have a full discussion about payments, including advice about welfare
benefits and assistance to apply for Universal Credit/Housing Benefit.
If the tenant has a Universal Credit claim pending, we will advise on how much they
need to pay to prevent their account being arrears once UC is in payment.
We will ensure the tenant is aware of the different methods of payment.
We will encourage all new tenants to make payment in full at the sign up to take
them to their next payment date, where this is not possible we will work with the
tenant to set a sustainable payment plan to bring the account up to date in a
reasonable time

Before a prospective tenant is given the keys for the property, they must:







Fully understand the terms of their tenancy agreement and comply with its
conditions of paying the rent on time and the potential consequences of not doing
so
Demonstrate they have the means to pay the rent, either through waged
employment or benefits
Be advised of the amount they will have to pay, which will be either:
o Payment in full to cover all the rent due before the next payment period; or
o Payment equivalent to an estimate of likely rent due after payment of
Housing Benefit/Universal Credit housing element; and
Confirm their preferred payment method and
o If paying by Direct Debit complete a signed Direct Debit mandate
o if entitled to Housing Benefit, complete and sign a Housing Benefit claim

We will use all possible means to promote a good payment culture and the prevention of
debt. This includes:
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Working with other agencies including advice agencies and health and social care
services to provide a co-ordinated service to tenants that helps them to meet their
financial obligations
Information and communication campaigns to MKC tenants
Awareness and training for MKC staff across services to raise understanding of rent
payment issues
Making it as easy as possible to make payment through a range of methods that fit
with tenants’ needs and lifestyles; we will encourage automated and online
payments wherever possible

RESOLVE

Our aim is to engage with tenants and resolve arrears problems as soon as they arise. We
will seek to discuss, understand the root cause and support residents to be able to repay the
debt. We will always attempt to make direct contact with tenants as early as possible when
arrears occur on an account. Officers will aim to engage the tenant in identifying why the
arrears have arisen and what is the best solution. Repeated use of the same intervention is
unlikely to result in success so we will use a range of methods, both automated processes
and personal contact.
We will make the best possible use of technology to facilitate debt recovery. We currently
use methods including predictive algorithm to enable targeting and prioritisation of
recovery action; SMS; automated letters; and online payment. We will consider the use of
other existing and emerging technology that can assist in engaging with tenants. Our priority
is always to achieve personal contact with the tenant, whether face to face or by phone.
For low level arrears, typically 1-3 weeks rent, we will send automated letters and arrange a
one to one discussion with the tenant. This can be held virtually if appropriate. At this
meeting we will discuss the issue and agree a repayment plan, which may include a weekly
arrangement to reduce the arrears; claiming welfare benefits; or other actions that will help
to resolve the tenant’s financial position. We will seek to recover the arrears in the shortest
possible time that would not cause the tenant to be in serious financial difficulty as a result.
Where a repayment plan fails the tenant will be given a short period to bring the plan into
line. Not doing so will mean escalation to the next key stage of the arrears process.
Negotiation of repayment plans will consider: how the debt has arisen; the level of
engagement demonstrated by the tenant; the tenants means and ability to repay.
For more serious arrears, typically 4-7 weeks rent, we will aim to meet with tenant to
discuss in more detail and serve a Notice of Seeking Possession (or Notice to Extend for
introductory tenancy or Notice to Quit for non-secure tenancy). Where possible, we will
always avoid posting legal notices but this may be unavoidable in some circumstances. This
will always be by recorded delivery if required. This enables us to take legal action for
possession should it be necessary. Our priority at this stage remains to engage with the
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tenant, understand the problem, and agree a repayment plan. However, we will also seek to
ensure they understand the consequences of non-compliance with the repayment plan,
which may lead to recovery action.
We will always give every tenant in arrears the opportunity to repay the arrears in realistic
instalments where this is essential, but we will always insist they see rent as the priority debt.

RECOVER
If our efforts to resolve the debt issue are unsuccessful we will proceed with legal action to
recover the debt in the swiftest and most effective way possible. Generally this will be by
applying for a Possession Order to end the tenancy, but on occasion we may consider other
means such as seeking an order for recovery from the assets or income of the tenant, if that
is appropriate.
We will always follow the requirements of the Pre-Action Protocol for Possession Claims by
Social Landlords which requires us to demonstrate we have been fair and proportionate with
any tenant we are taking to court, this policy is consistent with the protocol. In particular we
will;






Ensure the tenant is fully informed about the rent debt issue, our intention to apply
to court, and the possible consequences of possession action
Ensure the tenant has all the information they need to know, how much they should
be paying to avoid court action and where to obtain independent legal advice
Consider whether the tenant has the mental capacity to defend possession
proceedings
Consider whether there is any issue of discrimination that would breach the
Equalities Act 2010
Determine whether the tenant requires a care assessment under the Care Act 2014

We will progress legal action as speedily as possible. We will continue to seek to engage the
tenant and will consider any option to suspend the legal action at any stage, if there is an
alternative means to recover the debt.
Following the granting of a Possession Order or Suspended Possession Order we will expect
the tenant to comply with the terms of the order and will consider eviction if they do not do
so. It is our aim to avoid eviction if at all possible and so we will take all reasonable steps to
engage with the tenant and seek agreement to recover the debt.
If the Possession Order is breached and there is no alternative to seeking an eviction
warrant, we will first take all action necessary to comply with our duties under the
Homelessness Reduction Act 2017, including carrying out a pre eviction interview. We will
advise the customer on independent legal and other advice to assist them.
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We will avoid carrying out eviction at any stage, even up to the date of the eviction, if the
tenant will make an acceptable arrangement to repay the debt. All evictions will be
approved by an appropriate senior manager.
Repayment of arrears and tenancy sustainability are the primary aims of this policy. Eviction
therefore will always be a last resort after a tenant has failed to reduce their arrears. Where
eviction is inevitable, we will proceed quickly so as to minimise the debt the tenant will be
left with and the financial loss to MKC
Vulnerability
A high proportion of our tenants are vulnerable and this may affect their ability to manage
finances effectively, maximise their income and pay rent and other bills. MKC will be
sympathetic to the specific needs of these tenants. Our aim is always to sustain tenancies
and help our vulnerable residents to be able to live independently. As a local authority MKC
has a number of statutory obligations to vulnerable residents and a broader role to promote
the well-being of the whole community. In the process of collecting income we will work
together across different services of the council to address these obligations. This includes
co-ordinating action on individual cases to address the whole needs of the household rather
than just the rent collection issues.
All officers will be trained and aware of safeguarding issues. Where we identify signs of
financial exploitation of a tenant, we will make a safeguarding referral and co-ordinate
action with other relevant agencies.
At every stage officers have discretion to vary their approach according to the needs and
circumstances of the tenant, provided that their actions are consistent and in the best
interests of the tenant. Officers will take into account any vulnerability and where
appropriate, seek to refer the tenant to other agencies and services that can support them.
Financial Inclusion and Capability
We will support our residents to develop the best possible ability to manage finances
effectively and pay their rent and other bills. We will continue to have a dedicated resource
of officers who work with residents to maximise their income; understand and manage
income and expenditure; and be able to take control of their finances.
When we make agreements to repay debt we will always make sure that the level of
repayment is sustainable and does not put the tenant’s health and well-being at risk.

MKC Rent and Service Charge Policy

19

v6.0
(286)

Universal Credit
MKC has an increasing number of tenants who are claiming Universal Credit (UC). It is
expected that this trend will continue as DWP moves toward full service. UC presents a
challenge both for MKC and its tenants, because:





Payment is made monthly rather than weekly
Payment is in arrears
There is an initial five weeks from start of claim during which no payment is received
The default is to pay the housing element of UC to the tenant rather than direct to
the landlord, unlike Housing Benefit

MKC will provide all possible assistance to tenants claiming UC to be able to make
appropriate payment to their account and avoid arrears if possible. We will give as accurate
as possible advice to tenants at the start of the tenancy or start of the UC claim about how
much they should be paying in rent pending receipt of UC. We will provide support to
tenants as far as possible, and refer them to other agencies, where that is appropriate.
When it is appropriate, we will apply for Alternative Payment Arrangements (APA) to enable
the housing element of UC to be paid direct to MKC, more frequent payments other than
just monthly or split payment of an award between partners.
Credit Balances
We strongly encourage tenants to maintain the terms of their tenancy by ensuring their
account does not fall into arrears in between payments but we recognise this is not possibly
for many of our tenants. It is our policy not to hold excessive levels of credit on rent
accounts.
We will make refunds to tenants, provided that:
 The credit has not arisen as a result of payments from Housing Benefit or Universal
Credit APA
 The tenant does not have any other debts to MKC
We would not normally refund a credit if it would mean the account would fall into arrears
before their next payment, typically this would be four weeks/one-month gross rent.
We will contact every tenant who has more than 8 weeks gross rent credit on their account,
at least annually, to offer a refund. However, we recognise that some tenants prefer to keep
a large credit on their account and this is a choice they are free to make.
Former Tenant Arrears
It is always our aim to ensure that rent accounts are clear at the point a tenancy ends.
However when arrears arise on former tenant’s accounts, it is our policy to pursue recovery
of these as far as practically possible and for as long as it in the financial interests of MKC to
do so.
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We will use a range of methods to trace former tenants and seek to recover arrears. This
will include use of credit referencing databases and may include referral to
We will consider writing off former tenant’s debt if we have pursued all reasonable means
to recover and it would not be cost-effective to take further action.
Debt that is written off can be re-activated, and we will do so if it is in the interests of MKC
to do so, for example if a former tenant debtor is subsequently rehoused by MKC.
Procedures
Detailed operational procedures will be put in place for the collection of rent and arrears,
based on this policy. All relevant staff will be fully trained to work to the policy and
procedures; this includes staff for whom income collection is not their primary role.
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Executive summary
This report recommends that the proposed Council Tax Reduction Scheme for working
age people, which contains some amendments, is put forward to full Council for final
approval on 24 February 2021 and will take effect from 1 April 2021.
The primary amendment, which was the subject of a full public consultation, seeks to
introduce a tolerance rule on all working age cases, which would prevent the reissue
of a Council Tax bill in every case where the Council Tax Reduction award has changed
by £0.50 or less a week.
Other aspects of the scheme will remain the same. For example; maintaining the
maximum level of Council Tax support for working age claimants at 80% and replicating
legislative amendments to the Prescribed Scheme in respect of Council Tax Reduction
and to other related benefits, to retain administrative simplicity
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1.

Decision/s to be made

1.1 That Cabinet recommend to Full Council to approve the following in relation to
the Local Council Tax Reduction Scheme to take effect from 1 April 2021:
i. Introduce a tolerance rule on all working age cases, which would prevent the
reissue of a Council Tax bill in every case where the Council Tax Reduction
award has changed by £0.50 or less a week.
ii. Delegate, to the Director of Finance and Resources, approval of any
additional technical legislative amendments required, to reflect changes to
related benefits and retain administrative simplicity.
iii. Retain all other aspects of the Local Council Tax Reduction Scheme, as
adopted by the Council on 22 January 2020.

2.

Why is the decision needed?

2.1 For each financial year, the Council must consider whether to revise its Local
Council Tax Reduction Scheme or to replace it with another scheme.
2.2 The decision to revise or replace the scheme from 1 April 2021 must be made no
later than 11 March 2021.
2.3 The MKC scheme allows for the amounts used in the calculation of the Council
Tax Reduction to be uprated in line with the Housing Benefit Regulations and for
administrative amendments to be made to provide parity with changes made to
associated legislation. The approval of these changes has been delegated to the
Director of Finance and Resources.
2.4 Any other revisions to the scheme can only be made following consultation with
any major precepting authority and such other persons as the authority considers
are likely to have an interest in the scheme.
2.5 A report, submitted to Cabinet on 1 September 2020, detailed why the
amendment to the scheme was required and sought agreement to consult.
2.6 The report (available here ) highlighted that the amendment was required due
to an increase in the reissue of revised Council Tax demands caused by frequent
fluctuations in Universal Credit awards (UC). Fluctuations in income change the
Council Tax Reduction award from the Monday after they occur. A reassessment
of a CTR award results in a revised Council Tax Bill with revised instalments and
consequently interrupts the recovery cycle as well as generating enquiries from
recipients of the revised bill.
2.7 The amendment seeks to ensure that a new bill is only issued when the award
changes by more than £0.50 a week.
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2.8 It is proposed that the maximum level of support continues at the current level
of 80% for working age claimants (and 100% for those of pensionable age, as
prescribed by central Government regulations).

3.

Consultation outcome

3.1 A public consultation on the draft scheme ran for 8 weeks from 29 September
2020 to 26 November 2020.
3.2 The details of the public consultation and the findings are shown at Annex A. In
summary all respondents agreed in principle with the introduction of a tolerance
rule. Three respondents suggested the level should be higher than £0.50.
3.3 Discussions were undertaken with both the major precepting authorities prior to
the consultation period. Both agree with the change proposed. Their full
responses are contained in Annex A.

4. Implications of the decision
Financial

Yes

Human rights, equalities, diversity

Yes

Legal

Yes

Policies or Council Plan

Yes

Communication

No

Procurement

No

Energy Efficiency

No

Workforce

No

a) Financial implications
i. The change itself is cost neutral in relation to the cost of the CTR scheme
itself.
ii. The reissue of a revised Council Tax bill interrupts the recovery cycle and
can have an adverse impact on the Councils Council Tax collection rate. A
tolerance rule will reduce this occurrence.
iii. A tolerance rule of £0.50 a week will mean a CTR award may be up to £24.50
a year more or less than it would be if no such rule existed. Although the
overall cost of the change to MKC is neutral, any increase in the contribution
expected from low income residents, increases the risks in terms of
collection.
iv. The retention of a Discretionary Council Tax Reduction Fund will mitigate
this risk to a certain extent. However, the pressure on this fund may increase
and result in an increase in spend, although this is likely to be minimal.
v. Annex A, to the Cabinet report of 1 September 2020, provides additional
information on the number of cases likely to be affected and the level of
change in income required to trigger a relevant change in the CTR award.
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b) Legal implications
i. Schedule 1A of the Local Government Finance Act 1992 requires;
•

for each financial year, that each billing authority must consider
whether to revise its scheme or to replace it with another scheme.

•

The authority must make any revision to its scheme, or any replacement
scheme, no later than 11 March in the financial year preceding that for
which the revision or replacement scheme is to have effect.

•

Any persons as the authority considers are likely to have an interest in
the scheme are to be consulted.

ii. The Council must only consider adopting those revisions to the scheme that
have been subject to a consultation (described at Annex A).

c) Other implications
Equality Impact Assessments have been completed in respect of the original
Scheme in 2012 and for subsequent changes to the scheme. An Equality Impact
Assessment was completed in respect of the proposed amendment the
recommendation is that the Cabinet should support the amendment.

5.

Alternatives
Reject the proposed amendment and continue the scheme as is.

6.

Timetable for implementation
24 February 2021 Full Council to approve or reject Cabinet recommendation on
CTR Scheme for 2021.
1 April 2021: Revised CTR Scheme to take effect.

List of annexes
Annex A – Consultation Details and Findings

List of background papers
Cabinet report of 1 September 2020
Annex A of Cabinet report of 1 September – Statistical information on impact of the
change to the scheme on residents
Public consultation https://www.milton-keynes.gov.uk/consultations/601
Schedule 1A of the Local Government Finance Act 1992
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ANNEX A
Milton Keynes CTR Consultation 2020
This consultation took place over 8 weeks from 29 September 2020 to 26 November 2020.

Methodology
The consultation materials were made available on the Council’s consultation web site
where anyone could respond via an on-line survey.
https://www.milton-keynes.gov.uk/consultations/601
A telephone number and e-mail contact point were provided for anyone who wished to
discuss the proposal.
The consultation included provision of an Easy Read Leaflet a well as more in-depth
information on the proposed change and its potential impact.
In addition:
•

the major preceptors were consulted prior to the start of the public consultation.

•

209 emails were issued to key stakeholders, community groups, registered social
landlords, Members of Parliament, inviting comment

•

An e-mail with an outline of the change and a link to the consultation was issued to
200 Council Tax Reduction recipients, who had earning included in their award
assessment and were therefore most likely to be affected by the change. Customers
e-mailed were otherwise randomly selected

•

An email was issued to all parish and town councils alerting them to the consultation.

•

Automatic email responses that were sent when emails were received by the Council
Tax Service and the Benefits Service included details and a link to the consultation

Questions
The consultation asked respondents;
1 Do you agreed that we should introduce a change so that working age residents do not get
a new bill if the change in the amount they need to pay is less a certain amount?
☐ Yes agree
☐ Neither agree nor disagree
☐ No disagree
☐ Not sure
☐ If you disagree please tell us why,

2) Do you think the proposed amount of £0.50 is about right?
☐ Yes, I think it is about right
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☐ No, I think it should be £

a week

☐ I’m not sure
3) If you would like to add some additional comments please do so below.

Summary of Findings
20 responses were received in total. This included:
2 From Major Preceptors
3 from Parish or Town Council’s
2 from stakeholders
13 from residents
100% of those who responded agreed in principle with the amendment.
•

3 respondents suggested the threshold should be higher (15%).

•

In addition to suggesting the threshold should be higher, one Town Council suggested
the threshold should only apply when the Council Tax bill would otherwise increase.

A summary of responses is shown in the table below:
Total
responses

Agreed to
principle

Buckinghamshire Fire & Rescue Service
Police and Crime Commissioner for Thames Valley
Campbell Park Parish Council
Loughton and Great Holm Parish Council

1
1
1
1

1
1
1
1

Wolverton & Greenley’s Town Council

1

1

Government Officer:
Housing Association:

1
1

1
1

Resident

13

13

Grand Total

20

20

Alternative
amount

£1 On increased
bill only

1 X £1.00
1 x £2.00
3
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The detailed responses and comments are as follows:

Organisation

ID

Agreed
to
principle

£0.50
is
about
right?

Alternative
amount
suggested

Comments

1

Police and Crime
Commissioner for
Thames Valley

Yes

Yes

The PCC believes that the local council is best
placed to determine what is best for its local
residents. As such, we will support whatever
changes you are proposing to make to your
local CTR scheme.

2

Buckinghamshire Fire
& Rescue Service

Yes

Yes

On the basis that the cost impact is neutral and
it will help to reduce administration costs I am
happy to support this change.

Yes

The Planning, Infrastructure and Transport
Committee of Campbell Park Parish Council
considered this consultation at its meeting on
2nd November 2020 and resolved to support
the proposal.

Yes

The Parish Council discussed the matter at the
last Full Parish Council meeting on Monday 16
November and resolved to support the
scheme.

Yes

No

They would support to a level of £1 tolerance
before new bills were to be sent out, and to
only inform those who had lost income that
their council tax bill would be slightly reduced.
Bills requesting extra tax be paid due to rises in
income be not sent out, at an estimated overall
cost to MKC of £1760 per annum.

Yes

Yes

No Comments
We welcome your consultation and feel you
have given careful consideration to the
proposal. Many of our customers have
numerous changes in circumstances, change
in wages and with a new bill coming on a
regular basis, it can cause confusion. Another
issue for claimants, particularly UC claimants,
is that as their income changes, Council Tax
Reduction has to be changed, which leads to a
changed council tax bill and often a delay in
arrangements starting leading to seemingly
larger bills as the payments are calculated over
a shorter period, this proposal should avoid
some of this.

3

Campbell Park Parish
Council

4

Loughton and Great
Holm Parish Council

5

Wolverton &
Greenley’s Town
Council

6

Government Officer:

Yes

Yes

£1.00

92313

7

Housing Association:

92561

Yes

Yes

8

Resident

92016

Yes

No

(where bill
would
otherwise
increase)

£1.00

No comment

9

Resident

92392

Yes

Yes

It seems bizarre you don’t already have this in
place. The admin costs associated with having
to recalculate and reissue bills is probably a
good chunk of that extra income, so it seems a
waste of time to reissue bills in this way.

10

Resident

92401

Yes

Yes

Help for those on DLA & Carers allowance
would be amazing
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11

Resident

92462

Yes

Yes

I think there should be a benefit for people who
are working, people who are trying to make a
living and contribute to the County and society.

12

Resident

92463

Yes

Yes

I think there should be a benefit for people who
are working, people who are trying to make a
living and contribute to the County and society.

13

Resident

92445

Yes

Yes

No comment

14

Resident

92502

Yes

Yes

No comment

15

Resident

92506

Yes

Yes

No comment

16

Resident

92505

Yes

Yes

No comment

17

Resident

92509

Yes

Yes

No comment

18
19
20

Resident
Resident
Resident

92523
92525
92526

Yes
Yes
Yes

Yes
No
Yes

No comment

£2.00

No comment
No comment
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