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ANNEX A 

MEDIUM TERM FINANCIAL STRATEGY 2016/17 TO 2019/20  

1 BACKGROUND 

1.1 The Medium Term Financial Strategy (MTFS) sets the strategic direction for the 
financial management of the Council. It is regularly updated as information is 
available throughout the year to form the framework for the Council’s financial 
planning.  To ensure councillors have a sound basis for planning and decision 
making, the MTFS is updated at three key points in the year, these are: 

 February – with the final Budget for the new financial year. 

 June/July – as a framework for initial detailed budget discussions for the 
forthcoming financial year. 

 November/December – an update to include additional information received 
at a national level and corporate issues identified through service planning, 
and the detailed budget build. 

1.2 The purpose of the MTFS is to set out the key financial management principles, 
budget assumptions, service issues and a strategy to address the funding 
deficit. It is used as the framework for the detailed budget setting process to 
ensure that resources are managed effectively and are able to deliver the 
aspirations of the Council as set out in the Corporate Plan.   

1.3 The detailed sub-sections within the report, with page numbers, are set out 
below: 
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MEDIUM TERM FINANCIAL STRATEGIES 

2 Principles underpinning the Budget Strategy   

2.1 The Council has a number of agreed principles as a basis for financial 
management and budget planning. These have previously been approved by the 
Cabinet. These are summarised below: 

 Emerging pressures are managed, where possible within existing cash limits.  

 Spending is aligned to key priorities as set out in the Corporate 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. 
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 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 
delivery of corporate objectives and to mitigate risks. 

3 Resourcing Council Priorities  

3.1 The Council’s service planning and MTFS are aligned to ensure that the annual 
Budget reflects the priorities of the Council, and that service plans explain how 
priorities will be delivered with the resources available. The MTFS creates the 
framework for resource allocation decisions that will support the delivery of the 
Corporate Plan.  

3.2 The Corporate Plan was approved by full Council in January 2012.  The plan was 
then slightly revised to incorporate the latest local, social and economic 
environmental factors, and to also remove the Council’s priorities which had been 
completed.   

3.3 The refreshed plan was agreed at December 2013 Cabinet and subsequently 
approved by Council in January 2014. 

3.4 This plan is used as a basis for the planning assumptions in the MTFS.  It sets 
out a vision and set of desired outcomes for Milton Keynes, together with a series 
of priority actions for both the Council and its partner organisations.   

3.5 Service plans show in more detail the resources and activities linked to priorities 
and outcomes. Service plans are refreshed every year in line with the Corporate 
Plan and the MTFS. Performance against service plans is managed through the 
Corporate Performance Challenge process and Corporate Performance 
Reporting. 

3.6 The Corporate Plan will be reviewed at the end of 2016/17, to ensure it still 
reflects the Council’s key priorities and objectives. 

3.7 The Council has commissioned a 2050 Vision Commission, to consider the long-
term future of Milton Keynes. It is expected recommendations will emerge in 
summer 2016. 

4 MTFS Linkages with other Corporate Strategies, Projects and Plans  

4.1 There are a number of corporate strategies, projects and plans which shape and 
influence the Council’s resources, both financial and non-financial, and set 
frameworks to ensure that the Council’s spending power is maximised. The most 
significant strategies which help shape the use of Council resources are as 
follows; 
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 Workforce Development Strategy – Sets the future direction for the 
management of its workforce.  The strategy will be supported by a rolling 
three year Workforce Plan, aligned to the MTFS, which will set out how the 
strategy will be achieved. 

 The Council is aspiring to be an ‘employer of choice’ within the local 
government sector, and by 2020 will have a smaller, more agile and better 
demographically balanced workforce.  The skills it will require will place 
emphasis on citizen and customer focus, leadership, commercial judgement 
and the management of risk, and the balance in the workforce will enhance 
opportunity and agility.   

 The organisational structure of the Council will be revised and simplified to 
ensure greater workplace mobility, using of generic skills and behaviours to 
underpin a flat, delayered structure and built round core ‘job families’.  This 
will support a core workforce, which maximises its ability to utilise skills but 
can be flexed to accommodate changing or short-term requirements.  This 
will be achieved through the development of skills within its own workforce 
and by attracting them from the wider population.   

 The Council will use the most effective sourcing available to access the skills 
it needs, modernising and regularly refreshing its approach.   A key element 
of this will be longer term and greatly improved ‘intelligence’ about the market 
and individuals and the Council will work with partners to share access to 
skills and enhance the pool from which they can be drawn. 

 The markets from which it must resource will require a competitive reward 
package targeted on its business aims and priorities.  It will create a more 
flexible pay and benefits structure allowing it to align to the market but also 
emphasising non pay elements such as career development and the 
workplace pension. 

 ICT Strategy – To proactively react to the changing needs of the Council’s 
ICT requirements, to deliver reliable, robust, secure and flexible ICT solutions 
to support the delivery of the Council’s core strategies and priorities.  

 The ICT strategy sets out four key principles based on Central Government 
Digital Service Standards, which are;  

o A customer driven approach to ensure systems meet key priority 

requirements in an efficient and effective way. 

o Working smarter to simplify and standardising tasks through the 
automation of manual processes.  

o Reuse and share systems to reduce the duplication of data sources. 

o Buying solutions instead of bespoke builds to provide assurance that new 
systems procured will be efficient and effective, and reduce the need for 
customisation and manual interventions. 

 

 



5 

 

 The outcome of these principles are to ensure that IT is operating in the 
background enabling users to deliver their services whilst improving the way 
the Council operates as a business.  The IT strategy can be found in annex 
C. The proposed partnership with LGSS provides the opportunity to develop 
a range of ICT systems across more than one council. The implications of 
this change will be considered in the next ICT Strategy update. 

 SMART Property Programme – To develop and implement a new model for 
managing the organisation’s ‘corporate landlord’ property portfolio, ensuring 
statutory compliance, providing clear accountability, centralised budget 
management, strategic decision making and implementing new 
management/business models to drive service improvements, efficiencies 
and cost savings.  The objectives of the Project include: 

o To agree a definitive, accurate list of property held for which we have a 
‘corporate landlord’ or statutory duty. 

o To commission and undertake a comprehensive stock condition and 
statutory compliance check survey. 

o To produce and implement a strategic approach to asset management, 
which makes best possible use of the Council’s assets and ensures 
appropriate management and maintenance is undertaken. 

 The results of the property survey are being reviewed and considered in line 
with the future direction of Council to decide on whether each property should 
be retained, sold, or commercially let. 

 

 So far, a total of 40% of the property stock has been inspected and 
compliance (revenue) works are underway; a key finding to date is that 5 of 
the larger buildings in the portfolio require new roofs. Like all property 
components, roofs have an efficiency expectation of around 15 years, and 
those identified are well past that age and have also suffered from poor 
quality minor repairs. 

 
 As a result of under investment in prior years, it is more likely significant 

capital and revenue works will be required.  However, this work will need to 
be planned in light of the long-term usage of the buildings.  Appropriate levels 
of investment will be required to ensure properties “fit for purpose”; appealing 
to letting market or to prevent a sale price being discounted with a “risk” 
supplement (a fire sale) depending on the opportunities presented by the site.  

4.2 The other strategies which impact on the use of the Council’s resources include; 

 Major Projects and Programmes – The framework for the oversight, and 
challenge of all significant Council programmes, sponsored by a member of 
the Corporate Leadership Team.  The main work streams include LGSS/MKC 
Partnership, major growth schemes, the Future Working Programme and the 
Housing Programme including Regeneration.  

 Future Working Programme – a programme to change ways of working, 
increasing mobile working and home working, supported by reconfigured 
offices, in order to reduce the cost of accommodation. 
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 Customer Service Programme – The transformation of the Council’s 
customer service offering, including the removal of duplication, inefficiency 
bureaucracy and improvements to the customer experience. 

 Economic Development Strategy – To support a partnership approach 
between the public and private sector to attract, and retain jobs in Milton 
Keynes and to support a competitive market for future inward investment. 

5 The Economy  

5.1 There are a number of national economic issues which will; affect the costs the 
Council incurs; the funding it receives and contribute to the demand for services, 
as residents are affected by the economic circumstances.  

Public Spending 

5.2  The UK faces a continued and prolonged period of austerity. Provided the 
economy performs in line with forecasts made by the Office for Budget 
Responsibility; national borrowing will be reduced from £73.5bn in 2015/16, 
falling to £49.9bn, £24.41bn and £4.6bn in subsequent years to reach an overall 
budget surplus of £10.1bn in 2020.  

5.3 The Chancellor’s Autumn Statement announced that Policing, health, 
International Aid and Defence Budgets would be protected from further funding 
reductions, this means the remaining unprotected public services, including local 
government will continue to receive significant funding reductions.  By 2020, 
unprotected Government departments will have their funding reduced by a total 
of £20bn.   

5.4 Headline spending control totals for local government show a planned reduction 
to the Revenue Support Grant by 53% by 2020, a reduction of £6.1bn.   In 
addition to this the Education Service Grant which funds central education 
expenditure for local authorities and schools will be reduced by c75%.  The 
current national grant quantum is £815m (of which £564m relates to local 
authority expenditure); this grant will be reduced to £215m a reduction of £600m.  

5.5 The Chancellor re-affirmed his intention to increase investment in the Better Care 
Fund by £1.5bn, an increase from £3.8bn to £5.3bn by 2020.  This is pooled 
funding between the NHS and local authorities, to support the delivery of 
integrated health services. This will be funded by reducing the New Homes 
Bonus. 

5.6 A new ‘Social Care Council Tax Precept’ was announced by the Chancellor as 
part of the Autumn Statement; this allows local authorities to raise their Council 
Tax by an additional 2%, over and above the current 2% Council Tax referendum 
threshold, as long as the additional income generated, supports Adult Social 
Care expenditure.  This would raise an additional £2bn up to 2020, if all local 
authorities raised their Council Tax precepts by an additional 2% each year. 

 

 

 

 

http://www.theguardian.com/business/office-for-budget-responsibility
http://www.theguardian.com/business/office-for-budget-responsibility
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5.7 The New Homes Bonus which is top sliced Revenue Support Grant paid to local 
authorities based on the building of new homes and bringing empty homes back 
into use, to support the economic benefits of growth being returned to the local 
authorities and communities where growth takes place, will be reformed. The 
length of payments will reduce from 6 years to 4 years, which is expected to 
generate savings of £800m nationally. There is also an ongoing consultation 
which indicates additional changes to the means of distribution, so future funding 
through this source is currently uncertain. 

5.8 Local authorities have been given the freedom to spend up to 100% of any asset 
sale receipts (except Right to Buys) on the one-off revenue costs of reform 
projects, subject to having an efficiency plan. 

5.9 Although the planned £4.4bn reduction of tax credit cuts was abandoned, the 
Chancellor confirmed that the planned £12bn in welfare savings are still expected 
to be delivered in full by 2020. The impact of the savings, particularly the 
introduction of Universal Credit, results in additional financial uncertainty for local 
authorities. 

5.10 The Autumn Statement also confirmed the planned reforms to Business Rate 
Retention, which will allow local authorities to retain all Business Rates. At 
present it is not clear when these changes will take place and how they may 
impact on Milton Keynes. However, at a national level the intention is these 
reforms will be fiscally neutral, through the transfer of additional responsibilities to 
local government. The Department for Communities and Local Government is 
currently undertaking an enquiry to inform the Business Rates Retention 
proposals. 

5.11 This MTFS uses the recent Autumn Statement announcements, and the Milton 
Keynes allocations indicated in the Provisional Local Government Finance 
Settlement received in December, although it should be noted there are a 
number of key consultations planned or taking place which will affect medium 
term allocations. 

Inflation and Economic Growth 

5.12 In November 2015, the Bank of England (BoE) announced their latest quarterly 
forecast on the UK’s economic position.  The BoE reported that the Gross 
Domestic Product (GDP) for 2015 is expected to reduce to 2.4%, a reduction of 
0.1% from their previous projection of 2.5%. However, GDP is expected to slowly 
rise by the second half of 2016.  This is an indication that the health of the UK’s 
economy is expected to slightly improve over the next year.   

5.13 The BoE unanimously voted in favour of maintaining interest rates at 0.5% for a 
record eightieth month in a row, and are now forecasting that interest rates will 
not rise until at least 2017.   

5.14 Inflation, as measured by the Consumer Price Index (CPI) currently stands at       
0.2%  compared to 0.1% for November 2015.  The biggest single driver for the 
low inflation rate is the low cost in energy and petrol prices.  However, as energy, 
petrol prices and also wages are expected to rise, the BoE still expects CPI to 
increase up and beyond its target level of 2% over the next 2 years, but 
acknowledges the economic risk factors which could dampen down this forecast.   
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5.15 The inflation rate impacts on the cost of services the Council purchases, as 
Milton Keynes delivers just under half of its service provision through private 
sector providers, unless lower inflationary increases can be negotiated, inflation 
will cause costs to increase while funding continues to decrease.  

5.16 While the national Government’s measure of inflation is CPI, some of the 
Council’s contracts are based on the Retail Price Index (RPI) which currently 
stands at 1.2%.  Wherever possible the Council is seeking to move away from 
inflation linked contracts.   

5.17 The Council has reviewed its planning assumptions in light of these forecasts and 
likely inflationary increases for contracts have been incorporated into the 
projections for future years. However, the Corporate Leadership Team believes 
that through careful management general cost inflation (i.e. inflation not related to 
pay or specific contracts) can be contained within existing budgets and/or more 
efficient spending over the medium-term, so no additional cost pressure has been 
included in this MTFS.     

Population and Unemployment  

5.18 Between 2001 and 2015, the population of Milton Keynes has grown from 
212,700 to 263,500 people, an increase of 24%, whereas the national population 
increase was only 10%.   

5.19 The population for Milton Keynes is currently estimated to increase to 290,850 in 
2020, rising to 300,500 in 2023.  The fact that Government funding is not updated 
for population change, presents a particular problem for Milton Keynes, as a high 
growth area. 

5.20 In Milton Keynes, unemployment (Claimant count) fell to 2,316 (1.4% of the 
working age population) in November 2015 from 2,550 in October 2015, a 
decrease of 234 claimants. The largest proportion of people who have been 
unemployed for more than a year is in the older age group (50-64 year olds). 

5.21 Comparatively, the Milton Keynes unemployment rate of 1.4% is below the UK 
rate of 1.6%, although it is 0.5% higher than the South East rate of 0.9%.   

Public Sector Pay 

5.22 Public sector pay was subject to a pay freeze in 2011/12 and 2012/13, but 
increased on average by 1% in 2013/14. The nationally agreed pay award for 
2014/15 included a 15 month (covering January 2015 to March 2016) increase of 
2.2%, with some specific non-consolidated increases at a lower level.  

5.23 The national Government announced in the Emergency Budget of June 2015, 
that public sector pay would be capped at 1% for the next four years, therefore 
this MTFS assumes an assumes 1% increase in pay costs from 2016/17, with a 
further 1% annual growth for incremental progression.  One-off funding over the 
next two years is committed to cover the difference between this additional base 
cost and the cost of the Council’s new pay structure, which included fewer 
increments. 
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MEDIUM TERM FINANCIAL POSITION 

6   Overview 

6.1 The General Fund Revenue Account records all of the expenditure and income 
relating to the day to day running costs of the Council. This account funds the 
majority of service provision, except for the services relating to tenants in the 
Council’s houses and investment in assets which is classed as capital 
expenditure.  

FORECAST RESOURCES OVER MTFS PERIOD 

7 National Government Revenue Funding 

Revenue Support Grant 

7.1 The Council is forecasting to receive £26.5m in Revenue Support Grant  (RSG) in 
2016/17, which is a 28% reduction from 2015/16 funding of £37m.  The RSG is 
forecast to further reduce to £17.4, £11.5m and £5.5m in the years up to 2019/20. 

7.2 However, the 2016/17 RSG figure also includes a number of Adult Social Care 
grants which have been incorporated into this headline figure. This means the 
like for like comparison is a reduction of 31%. 

Retained Business Rates 

7.3 The changes under the ‘Localisation of Business Rates’ meant that from 1 April 
2013, local authorities retain a share of the net income that they receive in 
Business Rates as funding to meet costs of service provision. 

7.4 The retention of business rates methodology is complex.  It means that 50% of 
business rates collected by a billing authority will be paid to Central Government, 
with the remaining 50% are held locally. The local element is known as the 
retained business rates, of which, Milton Keynes Council is required to pay 1% of 
the total retained business rates to Buckinghamshire and Milton Keynes Fire 
Authority. 

7.5 The Council’s retained Business Rates income is then subject to a tariff, and a 
levy on any Business Rate growth that may be achieved (both annually increased 
by inflation) which are paid to the national Government.   

7.6 The tariff payment funds other local authorities where their Business Rates are 
lower than their relative funding need (as at 2012/13), while the levy payment 
funds a national safety net, which provides local authorities with funding 
protection against Business Rate reductions in excess of 7.5% of each authorities 
Baseline Funding Level each year.   

7.7 The level of tariffs and levies is unique to each local authority.  The result of these 
adjustments means Milton Keynes Council receives £0.30p for every £1 increase 
in Business Rates, and retains 40% of its baseline Business Rates. 

7.8 There are a number of risks which could affect the level of Business Rate income 
collected, and as such, reduce the anticipated amount of income the Council 
retains, the most significant risks are: 

 Unpredictable increases in exemptions and reliefs due to different property 
usage and successful Business Rate appeals. 
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 Slower than anticipated local economic growth. 

 Reductions in rates collected due to increased insolvencies (applies to 
whole year rates).  

 Uncollectable debts caused by changes in economic conditions. 

7.9 An assessment of these risks and the overall collection of Business Rates 
income are closely monitored throughout the year to determine the likely impact 
on the current year’s budget, and to also inform future funding projections.   

7.10 The Council estimates it will retain £48.3m of Business Rates collected during 
2016/17; of this amount £43m is the Council’s Baseline Funding Level; the 
remaining £5.8m represents the estimated retained amount of funding since 
2013/14 resulting from business rate growth.  This represents an average 
additional income of £1.9m each year. 

7.11 The Safety Net funding protection from the national Government means that the 
Council’s Business Rate funding is only protected up to £39.3m.  This means the 
Council is exposed to a risk of up to £9m if the level of Business Rates actually 
collected in 2016/17 falls below the expected level.  

7.12 Over the medium-term, the Council’s retained business rates are expected to 
increase by £1.4m to £49.7m in 2017/18; with further increases of £0.9m 
anticipated in 2018/19 and 2019/20. These forecasts will be regularly reviewed 
throughout the year, based on the current year’s performance and identification 
of risks.  

The Future of Business Rates Retention 

7.13 In October 2015, the Chancellor announced that local authorities will in the future 
be able to keep 100% of business rates by 2020.  This applies to the national 
position, not at a local level.  The main points are: 

 The Local Government Sector  by 2019/20 will keep all of the business rates 
they collect; 

 Revenue Support Grant will be phased out; 

 This will be accompanied by extra powers and responsibilities; which includes 
Transport for London capital projects, administration of Housing Benefit for 
older people and the funding of Public Health. It is currently estimated that of 
the overall £26bn of business rates collected each year nationwide; £2.1bn of 
these business rates are diverted by the Government to fund expenditure 
outside of local authorities responsibility (c£10m of new responsibilities for 
Milton Keynes Council);   

 All growth in revenue will be kept by councils; 

 Local authorities will be able to reduce the unit cost of business rates to 
provide a freedom to offer discounts to businesses; and 

 Areas with directly elected mayors will be able to add a premium to the rate 
(likely to be capped at 2 pence on the rate) to pay for new infrastructure, 
subject to support from the business community (through the Local Enterprise 
Partnership). 
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7.14 However, issues such as redistribution between local authorities; relative needs, 
safety net funding and the balance between certainty of funding and sensitivity all 
need to be determined.  These issues will to be developed in consultation with 
local government and will cause major changes to both the Business Rates 
Retention system and department spending.  There is currently no further detail 
available on these changes; the Department for Communities and Local 
Government is currently undertaking an enquiry to inform these proposals. There 
is no detail available about timing and engagement in decision making at the 
moment. 

Education Services Grant 

7.15 The Government reduced local authority funding in 2013/14 for central education 
services, to reflect the increasing number of schools transferring to academy 
status. The total Education Service Grant (ESG) deduction from all local 
authorities totalled £1.03bn, for Milton Keynes Council the revenue funding 
deduction was £5.7m.  In 2014/15, the national Government reduced the overall 
funding available for this grant by £10m, with a further funding reduction of 
£200m for 2015/16 allocations.   

7.16 The Autumn Statement confirmed that there will be a c75% reduction to ESG, 
which will generate £600m of savings for the Government.   This means the 
2015/16 national quantum of £815m, of which c£564m relates to local authority 
expenditure will be reduced to £215m.  The Government has confirmed it intends 
to reduce the local authority role in running schools and remove a number of 
statutory duties and will consult on these proposed changes and a new funding 
formula in  early 2016. No details of this consultation have yet been received. 

7.17 The Council is forecasting to receive ESG funding of £3.0m in 2016/17, reducing 
to zero by 2019/20. The grant also varies based on the conversions in year from 
maintained status to new academies. 

Summary of Government Funding 

7.18 The table below shows the estimated Government funding available over the 
medium-term, based on the provisional finance settlement and previous 
Government announcements.   
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Table 1: Forecast National Government Funding  
 

  2016/17 2017/18 2018/19 2019/20 

  £m £m £m £m 

Revenue Support 
Grant (including effect 
of ASC grants) (26.505) (17.406) (11.476) (5.502) 

Retained Business 
Rates  (48.300) (49.671) (50.542) (51.413) 

Education Services 
Grant  (2.981) (0.700) (0.400) 0.000 

Specific Grant 
Funding Reductions  0.000 0.500 0.500 0.500 

Total Government 
Funding (77.786) (67.277) (61.918) (56.415) 

Reduction in 
Government Funding 7.510 10.509 5.359 5.503 

Percentage 
Reduction 8.8% 13.5% 8.0% 8.9% 

7.19 These estimates are based on the headline allocations published in the 
Provisional Settlement in December 2015. However, it should be noted that RSG, 
Business Rates Retention and Education Services Grant are all subject to 
consultation, so may change in the future. 

7.20 The Council will also receive a number of other non-core funding streams for 
specific purposes. These are as follows: 

 Public Health Funding (see paragraphs 7.21 – 7.24) 

 Better Care Fund (see paragraphs 7.25 – 7.28) 

 New Homes Bonus Grant (see paragraphs 7.29 – 7.35) 

 Dedicated Schools Grant (see paragraphs 7.36 – 7.42) 

Public Health Funding 

7.21 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 a 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.  
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7.22 In addition, from 1 October 2015, the commissioning responsibilities for the 0-5 
Healthy Child Programme (HCP) Health Visiting Service and the Family Nurse 
Partnership transferred from NHS England to local authorities.  The financial 
allocation that transferred to Milton Keynes Council was confirmed at £2.1m for 
2015/16, with a full year effect of an additional £2.1m included in the 2016/17 
ring-fenced Public Health Grant.  

7.23 A consultation on the future Public Health funding formula review closed on 6 
November 2015.  The review will inform future local authority funding allocations 
for Public Health, including the recently transferred 0-5 Children’s 
Commissioning, from 2016/17 onwards. The outcome of this consultation is not 
yet available. 

7.24 The Autumn Statement has signalled further reductions are planned for Public 
Health, which has been confirmed by Public Health England, although individual 
authority allocations have yet to be finalised. This MTFS assumes these 
reductions in funding will be offset by reductions in expenditure over the medium 
term. 

Better Care Fund 

7.25 The Better Care Fund (BCF)was announced in the Spending Round 2013. The 
fund sets aside national investment of  £3.8bn of pooled funding between the 
NHS and local authorities from 2015/16, to support the delivery of integrated 
health services and to also support local authorities in implementing the ‘Care Act 
2014’. 

7.26 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.   

7.27 In January 2014, It was agreed that the Council would host, and in effect manage 
the BCF pooled budget arrangement.  Locally, the BCF budget for 2015/16 
totalled £14.4m, and funded the following; 

 £0.7m to fund the Council’s implementation of the ‘Care Act 2014’.  

 £1.7m to invest in integrated health and social care service, such as falls 
prevention and tele health.  

 £8m for acute sector investment; to include redesigns of care pathways. 

 £4m for protecting key adult social care provision. 

7.28 In the Autumn statement the Chancellor announced a 40% increase in resources 
available nationally to BCF (increasing the budget from £3.8bn to £5.3bn). The 
increase is to be funded from reducing the New Homes Bonus. The majority of 
funding will be incorporated in 2018/19 and 2019/20. This could be beneficial for 
the Council, however as the details are not yet known, this MTFS treats the 
impact of additional BCF funding as neutral. 
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New Homes Bonus 

7.29 The national Government has established the New Homes Bonus, which is 
funding allocated to councils based on the building of new homes and bringing 
empty homes back into use. The intention for the New Homes Bonus was to 
ensure that the economic benefits of growth are returned to the local authorities 
and communities where growth takes place - and so help engender a more 
positive attitude to growth. 

7.30 The Autumn Statement includes a reduction in the value of New Homes Bonus 
paid to councils of £800m out of £1.2bn nationally and a change in the 
distribution formula. Milton Keynes have had significant resources from NHB over 
the past 5 years (annual income, if the scheme had not been changed would be 
c£12.5m per annum) which have been used to fund infrastructure costs essential 
to the growth of the city. To fund the gap in resources arising from this change, 
the Budget has included £0.7m per annum set aside for revenue contributions to 
capital in the Council’s base budget for three years. 

7.31 The income for the New Homes Bonus reflects the 2016/17 grant allocation and 
is treated as one-off funding to support the Capital Programme, while the future 
of this grant remains uncertain. The spending commitments reflect decisions 
made in previous Cabinet reports; Budgets and Capital Programmes.  

7.32 The allocation of the grant is managed in accordance with existing Council 
objectives, as agreed at Cabinet on the 26th July 2011, and through the 
infrastructure investment projects identified in the Local Investment Plan (LIP). 

7.33 The New Homes Bonus received by Milton Keynes Council as a result of growth 
is held in an earmarked reserve until allocations are made.  This means that 
funding is available across financial years to support the strategic planning and 
the allocation of future resources.   

7.34 At present the capital programme includes £12.3m for 2016/17 only, with no 
allowance for future years because of the uncertainty surrounding the grant. 
Table 2 reflects the current confirmed New Homes Bonus, and current planned 
use of the grant. Once details of the revised funding methodology are 
announced, forecasts will be updated. Table 2 summarises the current projected 
income and commitments against the New Homes Bonus. 

7.35 The Provisional Financial Settlement indicated potential future allocations of 
£12.5m for 2017/18, £7.8m for 2018/19 and 7.5m for 2019/20. However, these 
allocations are based on the current distribution formula, only incorporating a 
reduction from 6 to 4 years. The consultation which has been launched also 
includes proposals which would change the way funding is distributed, resulting 
in reductions to this headline figure. 
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Table 2: New Homes Bonus Forecast 

  2011/12 2012/13 2013/14 2014/15 2015/16 
2016/17 

Onwards 

  £m £m £m £m £m £m 

Income             

2011/12 (2.514) (2.514) (2.514) (2.514) (2.514) 0.000  

2012/13 0.000 (1.911) (1.911) (1.911) (1.911) 0.000  

2013/14 0.000  0.000 (2.302) (2.302) (2.302) 0.000  

2014/15 0.000  0.000 0.000  (1.919) (1.919) 0.000  

2015/16 0.000  0.000 0.000  0.000  (1.967) 0.000  

2016/17 0.000  0.000 0.000  0.000  0.000 (12.300) 

Total Forecast Income (2.514) (4.425) (6.727) (8.646) (10.613) (12.300) 

Commitments           

Funding Debt Costs for 
MKDP Assets 

0.000 0.709 1.603 1.603 1.603 3.206 

Tariff Risk Share 
Reserve 

0.000 0.580 0.580 0.580 0.580 0.580 

Empty Homes Officer 0.000  0.000 0.032 0.032 0.047 0.047 

Earmarked for Capital 
Programme for 
Infrastructure 

0.000  0.000 0.050 0.004 5.988 12.209 

Earmarked for Future 
Working project and 
associated business 
process changes 

0.000  0.000 0.014 0.406 7.377 6.895 

Repayment of NHB 
used for Mouchel 
Contract buy out 

0.000 2.271 (1.500) (0.500) (0.271) 0.000 

Supporting the timing of 
Community and Cultural 
Services Review 

0.000  0.000  0.000   0.000 0.500 0.000 

Total Commitments 0.000 3.560 0.779 2.125 15.824 22.937 

In year NHB funding 
(surplus) / deficit 

(2.514) (0.865) (5.948) (6.521) 5.211 10.637 

Cumulative NHB 
Funding (surplus)  / 
deficit 

(2.514) (3.379) (9.327) (15.848) (10.637) (0.000) 

Dedicated Schools Grant 

7.36 The Dedicated Schools Grant (DSG) supports individual schools and academies 
and other pupil related expenditure within the People Directorate. 

7.37 The School and Early Years Finance Regulations 2015 define the services that 
can be supported by the DSG. The DSG is allocated based on pupil numbers on 
the roll of both schools and academies, although academies receive their actual 
funding direct from the Education Funding Agency.  
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7.38 The DSG is based on three blocks; schools, early years and high needs: 

 The schools block is calculated based on the number of pupils on roll at a 
specific census date in October 2015.  

 The early years block is calculated based on the number of early years pupils 
on roll at specific census dates in January 2016 and January 2017 and will 
not be confirmed until after the end of the financial year, so budget allocations 
to providers will be based on forecasts and adjusted once the actual figures 
are known.  

 The high needs block is currently based on historic cost adjusted for any 
agreed additional places.  However, there has been no increase directly 
related to demographic growth although the high needs block has been 
increased by £0.516m in 2016/17 based on a flat per head of population 
allocation.  The Department for Education (DfE) is currently considering 
moving to a formulaic approach to funding the high needs block. 

It is anticipated that a national funding formula will be implemented in April 
2017, making future year estimates difficult.  The Council’s estimated DSG for 
2017/18 is calculated by using current unit costs and projected pupil 
population data and assuming that a national formula is not implemented. The 
government have indicated that there will be a national consultation during 
2016 and that transitional arrangements will be put in place to smooth the 
transition. A summary of Milton Keynes Council’s estimated DSG for 2016/17 
and 2017/18 is set out in Table 3: 

  Table 3: Forecast Dedicated Schools Grant for 2016/17 to 2017/18 
 

DSG Income / 
Expenditure 

2016/17    
 £m 

2017/18   
  £m 

Schools Block (176.820) (183.598) 

Early Years Block (14.245) (14.660) 

High Needs Block (28.705) (28.608) 

Total Income (219.770) (226.866) 

Individual School Budgets 171.954 175.908 

Central Spend – LA 0.430 0.430 

Central Spend – Schools 1.963 2.160 

Early Years Block 14.452 14.719 

High Needs Block 31.311 33.341 

Total Expenditure 220.110 226.558 

In Year Total 0.340 (0.308) 

Estimated Balance B/fwd (0.220) 0.120 

Estimated Balance C/fwd 0.120 (0.189) 
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7.39 As Milton Keynes continues to expand, the Council needs to provide significant 
additional school places. This poses a considerable challenge, as the cost of 
these additional school places is not immediately reflected in the DSG, due to the 
delayed manner in how it is calculated by the national Government.   This 
financial pressure is in addition to that arising from the freezing of population 
levels in the calculation of the Council’s Revenue Support Grant.  

7.40 At the draft budget stage there was a forecast deficit budget position on the DSG 
of £1.1m in 2016/17.  However, given the likely implementation of a national 
funding formula in April 2017 it is prudent to minimise this deficit position.  A 
number of reductions are proposed that along with a number of changes to data 
and the increase in high needs block allocation have reduced the deficit to a 
£0.120m deficit at the end of 2016/17.  The proposed reductions are: 

 Redesign of central SEN provision to streamline services saving £0.203m 

 Delaying the opening of Fairfields primary school by one year to Sept 2017 
saving £0.180m  

 Removing the £0.100m DSG contribution to the Looked After Children 
Education Team  

 Refocusing early years provision saving £0.058m 

 Reduction of £0.050m in the contingency held for special schools and 
alternative provision in financial difficulty  

7.41 There continues to be an increase in the number and complexity of need of 
children being placed in special schools.  In order to meet these pressures it has 
been necessary to reduce all of the formula factors by 1.5% in the primary and 
secondary sectors, as well as reducing top up funding by 1.5% in the special 
sector and alternative provision.  Although schools are still protected by the 
minimum funding guarantee which protects schools to a maximum of a 1.5% 
reduction per pupil.   

7.42 There is a risk around the funding of the proposed new special school, as the 
current national position does not fund any increases in high needs place 
numbers within a local authority, although local authorities are permitted to 
reallocate places between institutions.  As this is an organisational change, which 
has been funded in the past, it is not yet certain if the DfE will fund the increase in 
high needs places at this school.   

Independent Living Fund 

7.43 The Independent Living Fund (ILF) helped disabled people with severe 
impairments to live independently, usually by paying the wages of a carer or 
personal assistant. 

7.44 The national Government closed the ILF to new claims in 2010, but it was left 
with a Fund still supporting 19,000 people at a cost then of £330m a year.  The 
fund was completely closed on 30 June 2015. This MTFS assumes that the 
specific grant previously received by the Council is now rolled into RSG, although 
this has not been formally confirmed.  
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8 Local Funding - Council Tax  

8.1 The ability for local authorities to raise a new ‘Social Care Council Tax Precept’ 
was announced by the Chancellor as part of the Autumn Statement.   This allows 
local authorities to raise their Council Tax by an additional 2%, over and above 
the current 2% Council Tax referendum threshold, as long as the additional 
income generated, supports Adult Social Care expenditure.   

8.2 The Council is committed to providing social care and safeguarding services to its 
elderly and vulnerable citizens, therefore, is planning to increase its Council Tax 
Charge by 3.95%; of which 2% of the increase in Council Tax income generated 
will be invested directly within Adult Social Care service provision. 

8.3 Council Tax income is anticipated to increase by £5.9m in 2016/17; this total 
comprised of £3.7m of additional income due to a 3.95% increase to the charge 
(of which £1.9m will fund Adult Social Care service provision), and £2.2m of 
income as a result of the growth in the number of homes in Milton Keynes and 
other technical adjustments. 

8.4 Table 4 shows the Council Tax assumptions which have been included in the 
MTFS for future years planning purposes.   

Table 4: Planning Assumptions for Council Tax Increases 

Year Current projection 

2016/17 3.95% 

2017/18 3.95% 

2018/19 3.95% 

2019/20 3.95% 

8.5 If a Council did decide to increase its Council Tax above the level prescribed by 
the Secretary of State, there is a legislative requirement to hold a local 
referendum.  The referendum limit for 2015/16 was set at 2% and has been 
raised to 4% from 2016/17 (as long as 2% of the Council tax increase directly 
supports Adult Social Care). 

Local Council Tax Reduction Scheme 

8.6 Council Tax Benefit was a benefit for people on a low income to help them to pay 
Council Tax. It was paid to individuals by local authorities. The national 
Government gave local authorities a subsidy to match payments made to 
individuals.   

8.7 In April 2013, the national Government reduced the funding available to local 
authorities and changed the mechanism for operating Council Tax Benefit, to a 
local scheme known as a Local Council Tax Reduction Scheme. 

8.8 The change from Council Tax Benefit to the Local Council Tax Reduction 
Scheme means rather than receiving a benefit to offset the cost of Council Tax, 
eligible residents now receive a discount (Council Tax Reductions), which 
reduces the Tax Base for all precepting authorities.    
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8.9 In January 2016, Milton Keynes Council confirmed the current Local Council Tax 
Reduction Scheme to remain in place for 2016/17. This will provide individuals a 
level of certainty about the support they will receive, and enables the Council to 
review the scheme to inform any proposed changes in the future.  Continuing 
with this scheme would mean the maximum level of Council Tax support for 
working age claimants would be maintained at 80%.  

Collection Rates  

8.10 The calculation of the Council Tax Base for a given year, includes an assumption 
of the percentage of sums due which are actually collected. Based on the current 
performance it is estimated that the 2016/17 Council Tax collection rate will be 
98.37%, which would be an improvement of 0.29% of the current year’s collection 
rate of 98.08%.   
 

8.11 The collection rate performance and financial impact of the Local Council Tax 
Reduction Scheme will be monitored throughout the year. 

Tax Base 

8.12 The forecast growth in the Tax Base is based on housing growth assumptions 
and adjusted for a risk to potential delivery. The Tax Base growth for 2016/17 is 
currently estimated at 1,366 Band D properties, with a further estimated increase 
of 1,000 band D properties each year after.  This is a prudent estimate to account 
for potential delays to planned building developments. 

8.13 The estimated number of LCTR claimants are also reviewed based on local 
monitoring and trend analysis.  The forecast net impact of Local Council Tax 
Reductions (LCTR) in 2016/17 is a reduction of 502 Band D Equivalents (10,609 
to 10,107) from the 2015/16 estimate, mainly as a result of a higher than 
anticipated increase in claimants moving into employment. 

8.14 However, due to the forthcoming roll out of Universal Credit and further Welfare 
Reforms, the forecast local Tax Base growth and likely increases to the Council 
Tax charge from 2016/17 onwards; this MTFS assumes the impact of future 
years LCTR will increase slightly each year. 

8.15 These assumptions are reviewed on an annual basis when setting the Council 
Tax Base for the following year.  The estimated Tax Base and the changes for 
LCTRS are currently estimated as shown in Table 5. 

Table 5: Estimated Tax Base – Band D Equivalents 

Tax Base Assumptions 2016/17 2017/18 2018/19 2019/20 

Council Tax Base  89,102 90,467 91,467 92,467 

Council Tax Base Growth   1,366   1,000   1,000   1,000 

Council Tax Base  - before 
LCTRS Scheme 

90,467 91,467 92,467 93,467 

Net Impact of Local Council 
Tax Reductions 

(10,107) (10,159) (10,211) (10,247) 

Forecast Tax Base – with 
LCTRS Scheme 

80,361 81,308 82,256 83,220 



20 

 

8.16 Milton Keynes Council’s anticipated income arising from a projected increase in 
the Council Tax Base and increases to the Band D charge is shown in Table 6. 

Table 6: Estimated Council Tax Income 

  
2016/17 

£m 
2017/18 

£m 
2018/19 

£m 
2019/20 

£m 

Additional MKC Income from 
Council Tax Base Growth 

(2.167) (1.144) (1.188) (1.255) 

Income from increase in 
Council Tax Charge (1.95% p.a 

from 2016/17) 
(1.818) (1.875) (1.935) (1.996) 

Income from increase in 
Council Tax Charge – Adult 
Social Care Levy (2% p.a from 

2016/17) 
(1.865) (1.998) (2.139) (2.288) 

Total increase in Income 
from MKC Council Tax 

(5.850) (5.017) (5.262) (5.539) 

Use of Council Tax Collection Fund Surplus 

8.17 The Council Tax Collection Fund is monitored closely throughout the financial 
year.  The latest forecast for the Council in 2015/16 shows a surplus of £1.8m, as 
a result of the following; 

      A higher than anticipated increase in claimants moving into employment, 
resulting in a reduction to the numbers of people in receipt of Local Council 
Tax Reductions.  

     Support to vulnerable individuals or people suffering financial hardship 
through the Council’s Discretionary Council Tax Reduction Fund (DCTRF).     

     Better than anticipated collection rates, through pro-active engagement and 
communication with a wide range of stakeholders; by making the payment of 
Council Tax bills easier for individuals and by offering more and easier ways 
to pay. 

     Single person discount review, which reduced the number of properties 
eligible for single person discount. 

8.18 This surplus has been created by the Council taking a pro-active approach to 
addressing the risks and issues created by the Local Council Tax Reduction 
Scheme and has been earmarked to fund one-off pressures identified in the draft 
2016/17 Budget.  

9 Other Resources 

Specific Grants  

9.1 The Council continues to receive a number of specific grants, although 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 the Council are 
forecasting to receive from 2016/17 onwards are listed in Table 7. 
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Table 7: Specific Grants  
 

  

2016/17  
£m 

2017/18 
£m 

2018/19 
£m 

2019/20 
£m 

Non-ring fenced Grants:         

Benefits Administration Grant (1.329) (1.179) (1.029) (0.879) 

NNDR Administration Grant (0.374) (0.374) (0.374) (0.374) 

Extended Right to Travel (0.053) (0.053) (0.053) (0.053) 

Throughcare & Aftercare Grant (0.053) (0.053) (0.053) (0.053) 

Strengthening Accommodation Grant (0.070) (0.070) (0.070) (0.070) 

Strengthening Families Grant (0.755) (0.755) (0.755) (0.755) 

Business Rates Retention Tax Loss 
Reimbursement (2.050) (2.091) (2.133) (2.175) 

Total Non-ring fenced Grants (4.683) (4.574) (4.466) (4.359) 

Ring Fenced Grants:         

Mandatory Rent Allowances: Subsidy  (67.857) (67.857) (67.857) (67.857) 

Mandatory Rent Rebates outside HRA: 
Subsidy  

(29.952) (29.952) (29.952) (29.952) 

Pupil Premium Grant (8.150) (8.150) (8.150) (8.150) 

Sixth form funding from Young People’s 
Learning Agency  

(7.055) (7.055) (7.055) (7.055) 

Skill Fund Agency Grant (0.716) (0.716) (0.716) (0.716) 

Discretionary Housing Payments (0.430) (0.430) (0.430) (0.430) 

Youth Offending Team Grant (0.246) (0.221) (0.199) (0.179) 

Local Reform & Community Voices 
Grant (0.122) (0.122) (0.122) (0.122) 

Prison Specific Grant (0.106) (0.106) (0.106) (0.106) 

Milk Subsidy (0.115) (0.115) (0.115) (0.115) 

Bus Service Operators Grant (0.028) (0.028) (0.028) (0.028) 

Bury Field Common Grant (0.024) (0.024) (0.024) (0.024) 

Asylum Seekers Grant (1.266) (1.519) (1.519) (1.519) 

Special Educational Needs (SEN) 
Reform Grant (0.174) (0.174) (0.174) (0.174) 

Staying Put Grant (0.039) (0.039) (0.039) (0.039) 

Looked After Children Remand Grant (0.070) (0.070) (0.070) (0.070) 

Total Ring Fenced Grants (116.351) (116.580) (116.557) (116.538) 

Total Specific Grants (121.034) (121.154) (121.023) (120.896) 

Reserves and Balances   

9.2 When setting its Budget, the Council must have regard to the level of reserves 
needed to mitigate against both known and unknown risks and issues. A risk 
assessment of the General Fund Balances informs the Corporate Director, 
Resources view of the adequacy of reserves to provide assurance to the Budget. 

9.3 A general risk assessment carried out alongside the development of the Budget, 
shows that the minimum prudent level of reserves continues to remain at £7m.  
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9.4 However, due to the 2015/16 forecast overspend position, which is currently 
£2.6m; the significant risks identified in the Budget Risk Register and risks in the 
timing and delivery of a number of 2016/17 savings proposals, there is a need to 
earmark an additional £3.0m of resources in a specific Budget Risk Reserve 
above this minimum prudent level.   

9.5 In addition to the General Fund Balance, the Council keeps a number of 
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. 

9.6 The 2016/17 Budget includes the use of £2.2m of earmarked reserves, while 
headline levels of reserves have increased this is to fund specific risks and 
issues. 

9.7 One of the key underpinning financial principles of the MTFS is to not use the 
Council’s Reserves (and other one-off resources) as a primary method to balance 
the ongoing pressures in the Budget. Earmarked reserves are now used for 
specific one-off purposes to support the delivery of corporate objectives and to 
mitigate risks. 

9.8 New earmarked reserves are formally considered as part of the detailed budget 
process, to support corporate objectives and to ensure that any significant risks 
identified are adequately mitigated.   

10 Summary of Available Resources 

10.1 The total ongoing resources forecast to be available over the medium-term are 
shown in Table 8. 

Table 8: Summary of Available Resources over MTFS Period 
 

  2016/17 2017/18 2018/19 2019/20 

 
£m £m £m £m 

Revenue Support 
Grant  (26.505) (17.406) (11.476) (5.502) 

Retained Business 
Rates  (48.300) (49.671) (50.542) (51.413) 

Education Services 
Grant  (2.981) (0.700) (0.400) (0. 000) 

Specific Grant 
Funding Reductions  0.000 0.500 0.500 0.500 

Ctax incl Precepts (102.530) (107.726) (113.172) (118.902) 

Public Health (11.876) (11.389) (10.902) (10.902) 

Total Funding (192.192) (186.392) (185.993) (186.220) 

10.2 The resources forecast in the above table, does not take into account any one-off 
funding or income from New Homes Bonus, which has been committed for 
specific purposes.  
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GENERAL FUND EXPENDITURE 

11 Corporate and Service Issues  

11.1 This section sets out the key corporate and service pressures that will need to be 
addressed over the MTFS period as a result of significant demographic, 
legislative and economic issues. 

Demography & Demand Pressures 

11.2 Milton Keynes is a high growth area; over the last ten years the population has 
increased by 18%, which is an increase of almost 40,000 people.  The borough 
will continue to grow over the medium-term, and as such the MTFS addresses 
the Council’s anticipated demographic pressures. The key demographic 
pressures are summarised below: 

 A projected 32% increase in over 65 year olds over the next 6 years and 
anticipated increases in cost in care for younger adults with learning 
disabilities due to advances in medical science (£2.7m in 2016/17, a total 
increase of £8.4m pa by 2019/20). 

 The population of children and young people aged 0 – 19 years is anticipated 
to increase by 16% over the next 10 years at 1,000 a year. This increase in 
pupils and children in Milton Keynes will impact across all areas of Children’s 
Services; from the number of school places that are required to the number of 
children placed in care (£4.0m in 2016/17, a total increase of £6.2m pa by 
2019/20). 

 The Council has seen a 16% increase in the number of families accepted 
with a full statutory homeless duty over the last year, and the number of 
families in temporary accommodation have increased by 114% from 146 to 
313. 

 Waste collection cost increases of 1.6% due to the number of new properties 
(£0.2m in 2016/17, rising up to £0.7m pa over the next four years).  

Legislative Pressures 

11.3 The Council needs to respond to changing legislation to ensure it fulfils its 
statutory duties.  The key legislative pressures are summarised below: 

 Changes to legislation which limits the amount of overheads that can be 
charged to the Dedicated School Grant have resulted in the Council having to 
fund these costs (£0.4m in 2016/17). 

 Recent case law dictates that friends and family must be paid the same foster 
carer rates as other foster carers; as such the Council has required to 
increase its foster payments to friends and family carers (£0.2m in 2016/17).  
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 The Council has made a commitment to pay the Living Wage, which includes 
to employees of suppliers who work mainly in the delivery of Milton Keynes 
Council services. The costs of suppliers paying the Living Wage are not yet 
known, but this is expected to mainly impact on the care industry. These 
costs are projected to increase the cost of external social care by 
approximately 15% initially, with a further increase of c6% each year. 
However, the Council will need to work with suppliers to understand current 
costs more fully and consider how increased costs can be managed. 

 The Autumn Statement introduced a new Apprenticeship levy, which is a 
charge of 0.5% of basic pay costs for all employers with a pay cost in excess 
of £3m. This is expected to cost £0.3m pa. 

 Housing Benefit has been limited for social sector rates to the equivalent 
private sector rate, which will reduce the costs the Council can claim through 
housing benefit. This will be introduced for all new tenancies from April 2016, 
and will apply to all existing tenancies from April 2018. This will reduce the 
housing benefit offset for homelessness by £0.16m pa from April 2018. 

General Pressures 

11.4 The Council invests its resources to respond to the local and national economic 
landscape and to support the delivery of  service transformation.  The key 
general pressures are summarised below:  

 Investment in Occupational Therapy staff and the Reablement Service to 
reduce the future requirement of adult social care residential placements and 
provision of homecare packages (£0.5m in 2016/17). 

 Government reduction in benefits administration grant as a result of assumed 
efficiencies (£0.2m in 2016/17, a total reduction in funding of £0.7m over the 
next four years). 

11.5 It is likely that additional pressures will be identified as financial year’s progress, 
either as a result of changing population needs, unanticipated issues or 
legislative change, therefore this MTFS prudently assumes a general increase of 
£5m from 2017/18 onwards.   

Sustainability Items 

11.6 The Council’s budget principles require provision for future liabilities. There are a 
number of key issues which require future financial provision.  In order to smooth 
the future impact of these known liabilities, these items are being built into the 
revenue budget on an incremental basis in advance of when costs will be 
incurred.  This means funding will be available in the base budget position when 
required.  These items have been treated as follows: 

11.7 Pension Fund Contributions – The Pension Fund is administered by 
Buckinghamshire County Council.  Every three years an actuary revalues the 
fund and adjusts the contributions required from councils (and other employers in 
the scheme) to ensure the liabilities of the fund will be funded over the long-term. 

11.8 The reductions in workforce and the relatively low returns from investments have 
created a risk for the Council that employer contributions will increase. 
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11.9 The last triennial review confirmed the Council’s contributions did not need to 
increase for the period 2014-2017.  The base budget created over the last three 
years will be used as one-off funding to fund a saving from changing the 
financing of the historic local government debt, which was taken on when Milton 
Keynes was created.  This ongoing budget will then be available for the next 
triennial review (with effect from 1st April 2017).  Due to the ongoing risk to future 
revaluations, the base budget will be increased by £0.4m each year to contribute 
any future increases in employer contribution rates. 

11.10 Residual Waste Treatment Project – In May 2013, the Council agreed to 
proceed to the financial close of the Residual Waste Treatment Project.  This 
agreement commits the Council to funding a Residual Waste Treatment Facility 
through prudential borrowing from 2016/17.   

11.11 This sustainability item includes a final budget increase of £1.3m in 2016/17 to 
ensure sufficient resources are available to meet debt cost.  Overall this project is 
cheaper than continuing to landfill at current volumes.  This facility will also 
become income generating for the Council in future years. 

11.12 Employer National Insurance Contributions – The national Government has 
announced that as part of the pension reforms, the current ‘opting out’ 
arrangement for individuals in the pension fund will cease.  This will lead to a 
significant additional liability of approximately £2.3m from 2016/17. The Autumn 
Statement did not indicate this additional cost would be funded.  

11.13 However, to spread this cost, the Council has increased ongoing budgets by 
£0.7m in 2015/16, £1.1m in 2016/17 (along with one-off resource of £0.5m) and 
£0.5m 2017/18, to mitigate the risk. 

11.14 Revenue Contributions for Infrastructure Investment – The Autumn 
Statement identified changes to the New Homes Bonus, which will reduce the 
costs by £950m (from a £1.2bn national spend).  The changes of funding have 
yet to be confirmed, but the scheme will be reduced from 6 years funding to 4 
years, and potentially there will be changes to rates.  This will reduce the funding 
available to the Council, which had been previously allocated to support 
infrastructure. 

11.15 In light of the projected shortfall in capital funding for the essential infrastructure 
programme, it is considered prudent to set aside £0.7m per annum of additional 
funding in 2016/17 to 2018/19 to contribute toward potential infrastructure 
shortfalls. 

11.16 Other Future Sustainability Items – As the Council identifies other major long- 
term funding liabilities, the need for additional investment through sustainability 
items will be considered.  

11.17 Providing for these future liabilities is sound financial management and ensures 
that we are anticipating our future funding demands and making sustainable 
provision in our budget planning forecasts. The major benefit is that the Council 
smooths the introduction of these new liabilities into the base budget in advance 
of their occurrence, whilst allowing the resources to be either held on the balance 
sheet to further manage the impact of the change or to be used as a resource to 
fund one-off expenditure pressures. 
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11.18 Table 9 outlines the ongoing pressures identified to date, including a provision 
for future unidentified pressures based on recent and prior year expenditure 
trends. 

Table 9: Budget Pressures 
 

Pressures Category 
2016/17 

£m 
2017/18 

£m 
2018/19 

£m 

2019/20   
£m 

General 1.480 0.200 0.150 0.150 

Demography 8.905 2.746 2.768 2.850 

Legislative 0.933 0.392 0.171 0.111 

Sustainability 3.390 1.528 1.050 0.350 

Provision for Future 
Unidentified Pressures 0.000 5.000 5.000 5.000 

Total Pressures 14.708 9.866 9.139 8.461 

 
One-off Budget Pressures 
 

11.19 In line with the agreed financial principles, the Council’s one-off costs are 
separately identified when developing the detailed Budget and MTFS. One-off 
budget pressures are funded from one-off resources, to ensure that a sustainable 
financial position is maintained.  

11.20 The current forecast one-off position is shown in Table 10. 

Table 10: One-off Pressures and Funding 

One-off Position (Cash) 
2016/17        

£m 
2017/18        

£m 
2018/19        

£m 
2019/20        

£m 

One-off Pressures 9.664 1.302 1.202 0.750 

Estimated One-off  Pressures 
(to be identified) 0.000 5.000 5.000 5.000 

One-off Resources  (10.014) (2.200) (1.200) (0.750) 

Net One-off Position (0.350) 4.102 5.002 5.000 

11.21 Currently there is £0.35m of unallocated one-off resources in the draft 2016/17 
Budget.  It is likely that one-off pressures will significantly increase as services 
review the position in detail in future years.  If this happens and additional one-off 
resources cannot be identified, pressures will need to be met from ongoing 
resources. 

11.22 It is important to note that the sustainability items are now being used for the 
purpose intended, so the level of one-off resources will reduce in the future. 
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12 Budget Savings 

12.1 The reduction in national Government funding and the increasing unavoidable 
cost pressures for the Council mean that proposals need to be identified to either 
reduce costs or to increase income.  Managers throughout the Council are 
continuing to work to identify detailed options for savings in accordance with the 
Council’s financial strategy. As these options develop, the medium-term position 
will be revised.  

12.2 Table 11 outlines the savings identified to date within the MTFS forecast.  The 
savings are categorised by the three guiding principles of the Council’s financial 
strategy (explained in section 14) and are listed below;  

 Smarter - Being more efficient. Reducing our costs, improving our customer 
services and more strategic commissioning to deliver better outcomes. 

 Sustainable - Transforming our services to make them sustainable. Enabling 
communities, working with partners, and managing demand and growth 

 Different - Doing things differently. Being more commercial, generating 
income and reshaping what we do by taking advantage of new opportunities. 

Table 11: Budget Savings Identified to-date 

 2016/17 2017/18 2018/19 2019/20 

Savings by Category £m £m £m £m 

Smarter (9.898) (2.910) (2.200) (0.715) 

Sustainable (5.053) (0.265) (0.168) (0.014) 

Different (6.619) (3.324) (0.309) (0.188) 

Total Savings Proposals  (21.570) (6.499) (2.677) (0.917) 

13 Indicative Budget Forecasts 2016/17 to 2019/20 

Summary of Budget Planning Assumptions 

13.1 The Council’s main financial planning assumptions are shown in the table below: 

Table 12: Budget Planning Assumptions 

 2016/17  
% 

2017/18  
% 

2018/19  
% 

2019/20     
%    

General goods & services 
inflation 

0.00 0.00 0.00 0.00 

General pay inflation 1.00 1.00 1.00 1.00 

Increment costs 1.00 1.00 1.00 1.00 

Fees and charges 2.00 1.00 2.00 2.00 
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13.2 The general goods and services inflation assumption has been set at nil in line 
with the Council’s financial strategy; which assumes any inflationary pressures 
incurred on goods and services expenditure must be contained within existing 
budgets and/or through more efficient spending.   This will be kept under review 
to ensure this planning assumption remains adequate.  This does not impact on 
inflation for specific contracts where the budget planning assumptions reflect 
specific contract increases. 

13.3 General pay inflation reflects the announcement from the national Government 
that public sector pay increases will be capped at 1% for the next four years. 

13.4 Contracts have been inflated based on the specified inflation indices within each 
individual contract.  Additional negotiation has taken place with contractors to 
determine how these cost increases can be reduced. This negotiation and 
retendering of contracts is part of the Council’s strategy for cost reduction and will 
continue over the medium-term. 

13.5 Contractual negotiation with care providers is a particular financial risk for the 
Council, particularly in light of the national living wage.  The Council has to be 
mindful of the costs incurred by providers and the potential sustainability of 
provision when negotiating inflationary increases.   

13.6 Fees and charges inflation is informed by the average future projections of CPI 
inflation compiled by the Treasury.  The Bank of England has recently forecast 
that CPI inflation is expected to rise up to and beyond its 2% inflation target over 
the next few years.  Therefore fees and charges income will be increased by 3% 
over the next two years (2% increase in 2016/17 and 1% increase in 2017/18) 
which broadly mirrors the latest national forecasts.   The Council will continue to 
identify opportunities to maximise income from this area to help sustain the 
overall budget position. 

13.7 Table 13, outlines the indicative MTFS Forecast 2016/17 to 2019/20 resulting 
from the issues highlighted in this report.  
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Table 13: Indicative MTFS Forecast  

  2016/17 2017/18 2018/19 2019/20 
  £m £m £m £m 

Technical Adjustments 1.446  0.344 0.385  0.391  

Pay Inflation 1.581  1.171 1.180  1.207  

Contractual Inflation 0.367  2.145 1.238  1.327  

Goods and Services 0.631  0.203 0.224  0.240  

Income Changes (0.400) (0.212) (0.424) (0.433) 

Debt Financing 0.646  0.000  0.000 0.000  

Inflationary Pressures 4.271 3.651 2.602 2.732 

Demography 8.905 2.746 2.768 2.850 

Legislative Change 0.933 0.392 0.171 0.111 

General 1.480 0.200 0.150 0.150 

Corporate Budget Pressures 3.390 6.528 6.050 5.350 

Other Pressures 14.708 9.866 9.139 8.461 

One-off Pressures 9.664 6.302 6.202 5.750 

Funding Reduction 7.803 10.996 5.846 5.350 

Total Pressures 36.446 30.815 23.789 22.446 

Savings - Smarter (9.898) (2.910) (2.200) (0.715) 

Savings - Sustainable (5.053) (0.265) (0.168) (0.014) 

Savings - Different (6.619) (3.324) (0.309) (0.188) 

Additional Income  (4.222) (3.177) (3.262) (3.370) 

Social Care Precept (2% 
Council Tax increase) (1.865) (2.020) (2.184) (2.360) 

Less one-off funding (£0.25m 
unallocated) (9.664) (6.302) (6.202) (5.750) 

Total Savings & Income (37.321) (17.998) (14.325) (12.397) 

Total Current Gap (0.875) 12.817 9.464 10.049 

Funding for one off pressures 0.875    

Cumulative Gap (0.000) 11.943 21.407 31.456 

13.8 In general, this medium-term financial projection reflects a decrease in national 
Government funding (offset in part by additional Council Tax), together with 
unavoidable increases in expenditure as a result of inflation and additional 
demand for services. This provides a significant medium-term financial challenge 
for the Council. 

GENERAL FUND – ADDRESSING THE FUNDING GAP 

14 Proposed Strategy to Bridge the Funding Gap 

14.1 Table 14 shows that the Council’s gross medium term net funding gap from 
2016/17 is estimated to be £31.5m.   As the Council has already identified a total 
of £31.7m of savings proposals from 2016/17 onwards, this means the Council 
will need to deliver a total of £63.2m of savings from 2016/17 to 2019/20 to 
ensure it remains financially sustainable. 
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Table 14: MTFS Forecast Savings Requirement 

  

2016/17     
£m 

2017/18     
£m 

2018/19     
£m 

2019/20     
£m 

Total     
£m 

Savings Identified in 
MTFS 

(21.6) (6.5) (2.7) (0.9) 31.7 

Financial Shortfall 0.0 11.9 9.5 10.1 31.5 

Total Savings 
Required 

0.0 11.9 21.4 31.5  

Key Principles and Strategy for Addressing the Financial Challenge  

14.2 Since 2011/12 the Council has delivered £68m of savings, and is currently 
delivering a further £21m of savings in 2015/16, which means the choices for 
2016/17 are more difficult to identify and deliver.  The combination of continued 
government funding reductions and significant increases in demand for services 
mean that the financial savings that the Council is required to deliver over the 
medium-term is unprecedented.  

14.3 The Council has no alternative but to fundamentally change its role in order to 
achieve the level of cost reductions required alongside communities and partners 
as a Co-operative Council.  In some cases this will mean enabling others (e.g the 
Community and Cultural Services Review); and in other cases, services will be 
shared to reduce overhead costs; and in other examples the Council will offer the 
ability to retain services but at a cost to the user.  Fundamentally the Council 
cannot continue to deliver services in the same way; redesign work needs to 
ensure that services are sustainable. 

14.4 However, it would be very challenging for the Council to seek to address this 
financial challenge by only reducing staff and services. The size and growth of 
Milton Keynes means that continued reductions of this scale would increase the 
risks to the continued delivery of statutory services.   Therefore the Council has 
developed a Commercial proposition, which was approved by the Cabinet in 
November, to maximise the return on its assets and to develop new income 
streams which can be reinvested in the delivery of services. 

14.5 The Cabinet also approved the development of an outline business case to work 
with Local Government Shared Service (LGSS) for shared support services, with 
a view of delivering sustainable, resilient and lower cost support services in the 
future.  This decision was a good example of the key principle of doing things 
differently. 

14.6 These outcomes are underpinned by a financial strategy which uses three key 
guiding principles;  

 Smarter - Being more efficient. Reducing our costs, improving our customer 
services and more strategic commissioning to deliver better outcomes. 

 Sustainable - Transforming our services to make them sustainable. Enabling 
communities, working with partners, and managing demand and growth. 

 Different - Doing things differently. Being more commercial, generating 
income and reshaping what we do by taking advantage of new opportunities. 
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14.7 The Council is delivering five ‘Big Ticket items’ that group together a number of 
different programmes of work to deliver these strategic outcomes. 

14.8 The Big Ticket programmes are as follows: 

 Improving customer service - this programme of work will ensure the Council 
shapes its service delivery around its customers, realising opportunities to 
reduce costs while improving customer responsiveness.  

 Borough wide transport solutions - Developing a coherent long-term transport 
strategy, which reflects the needs of a growing city and delivering transport 
solutions in a more cost effective manner. 

 Enabling others - working co-operatively with communities and partners to 
enable them to help themselves and reducing reliance on the Council. 

 Effective prevention, sustainable outcomes - using preventative methods to 
improve health, safety and independence for all, whilst supporting those most 
in need. 

 Future Council - ensuring a Council fit for the future. Determining future 
service delivery, reshaping a more agile workforce, sharing services and 
devolution. Being more commercial, increasing income generation and 
exploring new investment opportunities. Developing partnerships & 
influencing stakeholders. 

14.9 The financial strategy is illustrated in the following picture: 
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14.10 In conclusion, the Council is working on a wide range of programmes to achieve 
financial sustainability. The scale and pace of the funding reductions and 
demographic pressures facing the Council mean that the financial savings cannot 
be delivered by simply following traditional cost saving measures alone.  
Although the issues facing Milton Keynes are not unique, they are compounded 
by the lack of funding for the significant growth in population expected over the 
medium to long-term.  

CAPITAL PROGRAMME 2016/17 TO 2019/20  

15 Financial Principles (Capital) 

15.1 The Cabinet has previously agreed a number of underlying key principles upon 
which the Capital Programme would be developed in the future.  These are 
summarised below: 

 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.  

 Spending is aligned to Key Priorities - capital schemes will be prioritised 
based on information arising from Asset Management Plan work and the 
Local Investment Plan (LIP). 

 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 in place. 
Expenditure against capital receipts will 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 has 
developed a long-term investment strategy to outline how future asset needs 
can be funded. This will ensure the financial impact of known future liabilities 
is adequately managed. 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. 
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 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. In particular, on complex schemes where grant funding is 
fixed, the Council needs to recognise it would have to wholly fund any 
overspend.  

 Reduce our dependency on reserves as a primary source to balance the 
budget - funding from rephasing creates significant risks around the Capital 
Programme, particularly where resources are constrained and future 
programmes are likely to diminish. For this reason rephasing will not be used 
to fund schemes. This is a more prudent approach to fund schemes, when 
the specific resources allocated to the schemes have been identified and 
secured.  

16 Overall Capital Strategy 

16.1 The Council continues to develop its long-term asset management strategy, 
which takes into consideration the infrastructure investment needs to drive growth 
identified in the Local Investment Plan (LIP). 

16.2 The Council also continues to improve its framework for the planning and 
management of its Capital Programme, long-term investment needs and 
available resources. 

16.3 In order to meet service demands and to maximise the use of resources, non-
specific funding will be used flexibly across the Council.  This approach to capital 
planning will require resources to be used flexibly across Service Groups.  
Decisions on the future prioritisation of resources will be made in the context of a 
clear plan of investment needs, alongside the ongoing maintenance of the 
assets.  This may result in allocations to services which are different from the 
national Government Department guidelines for spending.  

16.4 The Council is also looking for opportunities to use capital resources to create 
revenue income or to reduce borrow costs (revenue costs). So, the prioritisation 
of funds will need to consider the best ways to balance meeting essential capital 
needs whilst supporting the Council’s financial position. 

16.5 The Council agrees a medium-term rolling Capital Programme each February. 
The items included in the programme must provide value for money, by delivering 
outputs that best match the Council’s priorities, meeting statutory requirements 
such as the provision of school places and health and safety regulations and 
helping to address the current funding gap.   

16.6 The revenue implications of capital projects are identified through the project 
appraisal process, and fed into the Council’s revenue assumptions in the MTFS 
to ensure that all revenue implications are taken into account and assets are 
sustainable. 
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16.7 At present work is going on through the SMART property project to develop an 
asset management plan for council properties including recommendations on the 
long-term future. This should enable some property/sites to be released to reduce 
costs for the Council and create either a capital receipt or an income stream. The 
conclusions of this work are not yet fully available, although some investment in 
roof replacement and other essential maintenance has been incorporated into 
this MTFS. The position will be updated as the full conclusions of this work are 
available. 

16.8 Value for money is sought through: 

 Efficient procurement of facilities through competitive processes and 
partnership working.  These are well-established at Milton Keynes, and are 
addressed in the Procurement Strategy and through the Council’s 
Commissioning and Procurement Committee. 

 Scrutiny of the project business case to ensure that outcomes from the 
scheme contribute directly to the Council’s aims. 

 Pre-project planning with identification of defined and measurable benefits, 
along with a post-project benefits review. 

16.9 The improved management process for capital projects ensures that managers 
define the outputs and benefits from their schemes as part of the development of 
the project. There is careful scrutiny of possible projects at the appraisal stage, 
and they are prioritised according to the extent to which the outcomes they are 
expected to deliver, match the priorities of the Council. 

16.10 Where financing in a particular year is not sufficient to meet the needs of all the 
bids, schemes are prioritised, with some schemes needing to be postponed until 
funding is available, and other non-essential schemes being excluded from the 
programme.  

17 Capital Resources  

17.1 Due to the size and scale of capital investment requirements, the majority of 
financing for the Capital Programme comes from national Government support, 
through the provision of capital grants.  A reduction in national Government 
funding therefore impacts on the level of capital expenditure Milton Keynes 
Council can afford.  

17.2 The following sources of capital finance are available: 

 Single Capital Pot - a single allocation, together with specific individual 
national Government Department guidelines as to how it should be allocated. 

 Prudential Borrowing – powers under the Prudential Code allow local 
authorities to borrow money to finance capital projects so long as the impact 
on revenue budget is affordable. The revenue impacts of prudential 
borrowing must be built into the revenue budget each year. Overall borrowing 
decisions are made at a strategic level in accordance with the Prudential 
Code under the Council’s Treasury Management Strategy.  
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 Developer contributions – used to support expansion of the borough either as 
a result of specific grants or through the use of S106 agreements with 
developers. The purpose of S106 agreements is to provide for specific 
infrastructure needs made necessary by new development. In Milton Keynes 
this also includes funds allocated from the Tariff which is now managed by 
Milton Keynes Council.  

 Capital Receipts - resources generated by the sale of land or assets. Milton 
Keynes Council policy is that General Fund capital receipts are not allocated 
or committed prior to receipt unless inextricably linked to a specific project.  

 National Government Grants - these resources often come with a high 
degree of ring-fencing or specified purpose requirements attached to the 
funding, although some are not ring-fenced. 

 Third Party Contributions - other funds provided by third parties, normally to 
supplement Council contributions from its other resources. 

 Revenue Contributions - direct financing of capital expenditure from revenue 
resources. The increase in revenue contributions to capital reflects the need 
for additional local funding due to the changes announced in the Autumn 
Statement.  

 New Homes Bonus – this is a grant received as a result of an increase in 
Homes in Milton Keynes. This grant is not ring-fenced. Cabinet have agreed 
priorities for the use of New Homes Bonus to deliver key strategies, including 
the Core Strategy; Economic Development Strategy; Local Investment Plan; 
Regeneration Strategy and Housing Strategies. Following the Autumn 
Statement the forecast resources have been revised as set out in paragraphs 
7.31 to 7.36.  

Table 15: Forecast Capital Resources 

 2016/17  
£m 

2017/18  
£m 

2018/19 
£m 

2019/20 
£m 

2020/21 
Onward 

£m 

Capital Receipts 5.397 3.167 0.220 0.220 0.220 

Developer Contributions 24.507 21.743 13.120 3.457 28.451 

New Homes Bonus 8.102 3.076 4.895 0.659 2.372 

Parking Reserve 0.066 0.050 0.050 0.050 0.000 

Prudential Borrowing 143.413 21.075 10.494 23.434 5.769 

Single Capital Pot 62.269 23.581 22.852 22.852 38.735 

Grant 4.049 2.881 2.881 1.951 0.506 

Revenue 24.003 17.525 18.726 19.321 19.321 

Third Party 
Contributions 0.250 0.050 0.050 0.050 0.000 

Major Repairs Reserve 9.258 2.496 1.296 0.000 0.000 

Total 281.314 95.644 74.584 71.994 95.374 
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17.3 Both in total and at the individual resource level these are at best prudent 
estimates of future resources, but may be subject to change.  As any changes 
are identified, these will be reflected in the MTFS. 

18 Capital Expenditure 

18.1 The 2015/16 Capital Programme was approved by February 2015 Council.   
Schemes have since been reviewed and scrutinised to determine any 
uncommitted resources remaining, which were then allocated to urgent and 
priority schemes.  

18.2 In order to develop the revised Medium Term Capital Programme, future years’ 
allocations remain broadly in line with the previous forecast, however these have 
been updated where changes to specific schemes have been identified and to 
include emerging pressures in the need for additional school places. Table 16 
gives an overview of the current capital expenditure programme. 

Table 16: Forecast Milton Keynes Council Capital Expenditure 

  2016/17 
£m 

2017/18 
£m 

2018/19 
£m 

2019/20 
£m 

2020/21 
Onward 

£m 

Education – Continuing 
Schemes 

50.335 27.829 7.989 0.000 0.000 

Education – New Starts 3.399 15.577 50.468 26.236 35.438 

Transport – Continuing 
Schemes 

7.036 3.546 2.476 2.405 5.090 

Transport – New Starts 16.358 19.334 17.893 10.035 23.034 

Social Care & Housing GF 
– Continuing Schemes 

0.368 0.000 0.000 0.000 0.000 

Social Care & Housing GF 
– New Schemes 

0.583 1.563 1.563 0.563 0.563 

Housing HRA – Continuing 
Schemes 

15.720 0.000 0.000 0.000 0.000 

Housing HRA – New Starts  21.575 26.684 19.542 19.541 19.541 

EPCS – Continuing 
Schemes 

151.230 7.738 0.443 19.620 0.220 

Strategic Pot– New Starts 4.075 2.544 1.190 1.840 1.460 

TOTAL Expenditure 270.679 104.815 101.564 80.240 85.346 

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

 The Children and Families Programme includes a number of school 
expansions to increase the number of pupil places; and 4 new primary 
schools and 3 new secondary schools will commence from 2016/17 onwards. 

 The Council is continuing to fund the building of up to 200 new homes to 
address the increasing demand for affordable Housing. 
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 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.   

 The Residual Waste Treatment Facility is due to open in 2016/17 funded 
through prudential borrowing at a cost of £129m. 

 The Future Work Programme which will result in improvements to Council 
office accommodation, support new ways of working and reduce the costs of 
Council office accommodation. 

Summary Capital Programme 

18.4 Table 17 shows a summary of the capital position over the MTFS period and the 
resources allocated in the Capital Programme. 

Table 17: Forecast Summary of Capital Resources an Expenditure 

  

2016/17 2017/18 2018/19 2019/20 2020/21 

£m £m £m £m Onward 

        £m 

Capital Resources 281.314 95.644 74.584 71.994 95.374 

Capital 
Expenditure 

270.679 104.815 101.564 80.240 85.346 

Net Position 
(surplus) / deficit 

(10.635) 9.171 26.980 8.246 (10.028) 

Cumulative 
Position (surplus) / 
deficit 

(10.635) (1.464) 25.516 33.762 23.734 

18.5 The above table shows that The Council’s current capital expenditure needs 
cannot be met over the medium-term. New pressures have been identified for the 
need for more school places before 2018/19 which is resulting in a significant 
additional cost. In addition to this, there will be additional demands identified over 
the medium-term which may require the reprioritisation of funding. 

18.6 Unless costs reduce or additional income is received the Council will need to 
meet health and safety / statutory requirements by using its prudential borrowing 
powers. A £34m requirement would result in revenue costs between £1-2m per 
annum. A new sustainability budget will be created between 2016/17 and 
2018/19 to accommodate this possibility. However, in light of the financial 
pressures for the revenue budget opportunities for capital receipts need to be 
confirmed and pursued and continued applications and lobbying for funding will 
also be undertaken to minimise the impact. 
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Long-term Investment Needs 

18.7 The Council continues to develop its 15 year view of the capital investment needs 
(shown in annex B).  This is an initial view of future needs which links projects 
identified within the Local Investment Plan (LIP) deliverable by the Council 
together with other Council capital requirements.  It includes the incorporation of 
the long-term strategy to address backlog maintenance for highways and 
transport infrastructure and the investment required for the Residual Waste 
Treatment Facility.  

18.8 This 15 year programme of investment needs (which includes schemes classified 
as critical, necessary and desirable in the LIP) shows a substantial shortfall in 
resources from 2018/19. This is largely due to additional demands arising from 
the growth of Milton Keynes. The expenditure and income profile in the long-term 
programme will change as schemes become clearer, both in scope and timing, 
and as funding is confirmed.   

18.9 Table 18 shows a summary of the longer term investment programme up to 
2025/26. 

Table 18: Forecast Summary of Long-term Investment Needs 

 
2020/21  

£m 
2021/22  

£m 
2022/23  

£m 
2023/24 

£m 
2024/25 

£m 
2025/26 

£m 

Investment 
Programme 

63.746 43.589 72.952 67.000 32.023 34.103 

Resources 57.406 44.812 43.831 45.264 30.048 28.360 

(Surplus) / 
Deficit 

(10.955) (1.223) 29.121 21.736 1.974 5.742 

Cumulative 
Position 

22.807 21.583 50.704 72.440 74.415 80.157 

18.10 The opening position continues form the Medium Term Capital Programme 
shown in table 17. This investment programme clearly shows that investment 
plans are significantly greater than resources available, in addition there are likely 
to be a number of both essential and aspirational schemes which may be 
required in the future, which will increase this deficit. 

18.11 Whilst phasing, the cost of schemes and the availability of resources will 
change, it is clear schemes will need to be prioritised for investment. If 
appropriate, additional developer resource may become available to address 
some of the identified infrastructure needs. In addition the Council needs to 
maximise capital receipts (although balanced with ensuring opportunities to 
generate ongoing income streams are exploited); lobby and apply for additional 
funding and consider the need for prudential borrowing/ revenue contributions to 
capital to address the shortfall. 
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HOUSING REVENUE ACCOUNT   

19 Overview 

19.1 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 the housing subsidy 
programme. Milton Keynes had previously received negative subsidy (having to 
make a contribution to the national pool).  

19.2 Under self-financing the only income available to the HRA is from rents and other 
charges. This funding must be used to pay the debt financing costs and to 
maintain the houses (and other assets) for tenants. It is therefore important to 
consider the long-term position for the HRA to ensure it remains financially 
sustainable.   

19.3 Stock condition data loaded into the Asset Management software system is used 
to inform an Asset Management Plan and the HRA 30-year Business Plan. This 
information supports decisions on future asset management, including the 
identification of properties where it may be better to carry out major renovation or 
refurbishment works, rather than to continue with ongoing repairs and 
maintenance.  

19.4 The above survey work has led to the identification of resources in the HRA to 
support regeneration activity. This supports the procurement process to appoint a 
regeneration partner, and to quantify housing investment opportunities prior to 
commitment of expenditure.  

19.5 Other key areas of work relating to block properties that informs the strategic 
asset management process will include: 

 Validation checks of traditionally built block properties. 

 Structural surveys of non-traditional blocks of flats. 

 Review of communal area conditions to blocks. 

 Sheltered housing schemes. 

19.6 There will clearly be a significant cost to this work, which needs to be managed 
within the overall resources available to the HRA, as there is a cap on borrowing 
which cannot be exceeded.  Capital expenditure plans will therefore reflect the 
estimated spend on regeneration, including the timing and profile of spend. 

19.7 The HRA must also deliver management services, day-to-day repairs, and other 
priorities within the resources available. 

19.8 The key financial issues for the HRA are as follows: 

HRA Income: 

 Future rent levels. 

 Other income assumptions. 
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HRA Expenditure: 

 Key expenditure assumptions. 

 Debt financing. 

 Depreciation.  

 Impairment. 

 Asset management. 

 Debt financing. 

 Balances and reserves. 

        Summary position for the HRA 

20   HRA Forecast Resources 

Future Rent Levels 

20.1 Under HRA self-financing, rents have no longer been constrained by Housing 
Subsidy considerations, but have been set by the Council according to its own 
assessment of need. However, the affordability of the £170m of additional debt 
taken on assumed that future rent would be set in line with the Government’s 
2002 Rent Restructuring guidance1, that rents would be increased annually at a 
rate of RPI plus 0.5% with additional incremental increases toward a “formula” 
rent. 

20.2 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 for the HRA 
to fund investment in housing stock. 

20.3 In May 2014 the Government issued new rent policy guidance2 for social housing 
that for ten years from 2015/16 rents should increase by CPI plus 1%, without 
any additional incremental increases toward a “formula” rent, with an expectation 
that local authorities have regard to this when setting rents for their housing 
stock.  The rent increase for 2015/16 followed this guidance and the MTFP 
adjusted to reflect the loss over the period of £3.30 per week in average rent, or 
£7.87m in HRA resources. 

20.4 In the July 2015 budget, the Government announced that social rents would 
instead be subject to a 1% annual decrease for four years from April 2016. This 
measure, being brought into effect through the Welfare Reform and Work Bill3, 
will result in a loss over the MTFP period of £15.23 per week in average rent, or 
£31m in HRA resources. Over the 30 years of the HRA Business Plan, the loss 
totals £444m. 

  Table 19: Key Income Assumptions 

                                            

1
 https://www.gov.uk/government/publications/a-guide-to-social-rent-reforms-in-the-local-authority-sector 

2
 https://www.gov.uk/government/uploads/Guidance_on_Rents_for_Social_Housing.pdf 

3
 http://services.parliament.uk/bills/2015-16/welfarereformandwork/documents.html 

https://www.google.co.uk/url?url=https://www.gov.uk/government/publications/a-guide-to-social-rent-reforms-in-the-local-authority-sector&rct=j&frm=1&q=&esrc=s&sa=U&ved=0CBQQFjAAahUKEwj9yIPPsIvJAhVFOhoKHaZbDUE&usg=AFQjCNHg9ODlT44-xO3f0CkI83_TFLvaiQ
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/313355/14-05-07_Guidance_on_Rents_for_Social_Housing__Final_.pdf
http://services.parliament.uk/bills/2015-16/welfarereformandwork/documents.html
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Year Previous Average 
Rent 

Revised Average 
Rent 

Change in 
Average Rent 

2015/16 89.67 89.67 0.00 

2016/17 92.36 88.77 3.59 

2017/18 95.13 87.88 7.25 

2018/19 97.98 87.01 10.98 

2019/20 100.92 86.14 14.79 

2020/21 103.95 88.72 15.23 

 

20.5 The Government has also a manifesto commitment to introducing the Right To 
Buy for Housing Association tenants, to be financed from receipts from the sale 
of local authorities’ “High Value Voids”. This is to be brought into effect through 
the Housing and Planning Bill4, via regulations to be issued by the Secretary of 
State. The Council will be subjected to a levy based on the Government’s 
assessment of the value of such sales. In the absence of draft regulations, it is 
not yet possible to estimate the loss to the HRA. 

20.6 The Housing and Planning Bill also includes provisions for a levy on local 
authorities in respect of additional rent income to be charged under “Pay To Stay” 
to tenant households with an income of over £30,000, with effect from April 2017. 
No draft regulations have yet been published, though again the levy seems likely 
to be based on a Government assessment of the amount of extra rent 
chargeable. Though implicitly assumed by the Government that this measure will 
be cost-neutral for local authorities, it is not yet possible to estimate any loss to 
the HRA. However, the administration of “Pay To Stay”, and the necessary IT 
support, is likely to be complex and costly. 

20.7 Cabinet considered at its meeting of 14 September 2015 the User Led Rent 
Review5, consisting of residents’ recommendations to inform a Strategic Rents 
Policy. Although the strategy is still in development, cabinet agreed that any 
proposed annual rent increase would in the interim be considered in the light of 
residents’ recommendations. The decrease in rent that will be required by the 
Welfare Reform Bill is not inconsistent with the recommendations, though no 
specific recommendation concerns a general decrease (rather than increase) in 
rent levels. 

                                            

4
 http://services.parliament.uk/bills/2015-16/housingandplanning/documents.html 

5
 http://milton-keynes.cmis.uk.com/milton-keynes/Document/User Led Rent Review 

http://services.parliament.uk/bills/2015-16/housingandplanning/documents.html
http://milton-keynes.cmis.uk.com/milton-keynes/Document.ashx?czJKcaeAi5tUFL1DTL2UE4zNRBcoShgo=spQ0FBHnIkBZMwVL%2facV6WqUmuSVkjvG%2fgkJ8J80Ohq%2fu93vVUSOkg%3d%3d&rUzwRPf%2bZ3zd4E7Ikn8Lyw%3d%3d=pwRE6AGJFLDNlh225F5QMaQWCtPHwdhUfCZ%2fLUQzgA2uL5jNRG4jdQ%3d%3d&mCTIbCubSFfXsDGW9IXnlg%3d%3d=hFflUdN3100%3d&kCx1AnS9%2fpWZQ40DXFvdEw%3d%3d=hFflUdN3100%3d&uJovDxwdjMPoYv%2bAJvYtyA%3d%3d=ctNJFf55vVA%3d&FgPlIEJYlotS%2bYGoBi5olA%3d%3d=NHdURQburHA%3d&d9Qjj0ag1Pd993jsyOJqFvmyB7X0CSQK=ctNJFf55vVA%3d&WGewmoAfeNR9xqBux0r1Q8Za60lavYmz=ctNJFf55vVA%3d&WGewmoAfeNQ16B2MHuCpMRKZMwaG1PaO=ctNJFf55vVA%3d
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20.8 The Council levies various service charges in respect of services provided to 
some groups of tenants and not to tenants as a whole, including caretaking, 
cleaning, and communal heating and lighting. During the past few years, 
standardised increases in service charges have resulted in the costs of providing 
services varying from the income received from service charges, leaving a net 
deficit of £0.368m. A decision has been taken (delegated decision on 26th of 
January) to adjust service charges to rebalance costs and income, subject to a 
cap equivalent to the 1% decrease.  As a result of this cap, no tenant would pay a 
greater total in rent and service charges next year than in this year. 

20.9 The national Welfare Reform changes are currently a risk to some of the income 
in the HRA.  Universal Credit has 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 
existing and future Welfare Reform changes 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 commences with unemployed single persons, and so to date the 
number of tenants affected is quite limited. 

20.10 Due to the increased risks in relation to income collection in respect of these 
national welfare reform changes, the budgeted level of collection for all rental 
income from 2014/15 onwards was reduced from 93% to 92%. This has been 
reviewed and remains at 92% for 2016/17, although current collection rates for all 
HRA income remain at 93% due to slow implementation of Universal Credit.  All 
debts continue to be actively pursued.  

Other income assumptions 

20.11 The maximum discount available under the Right to Buy scheme was increased 
in April 2012 to £75,000, increased to £77,900 from April 2015. This has resulted 
in an increased level of enquiries and an increasing number of Right to Buy 
sales, totalling 80 sales in 2014/15 and an estimated 58 in 2015/16.  

20.12 Allowing for a reducing impact of the increased discounts, and a short-term 
increase driven by “Pay To Stay”, rent income budgets allow for Right To Buy 
sales of: 

Table 20: Estimated Right to Buy Sales 

 2016/17 2017/18 2018/19 2019/20 

RTB Sales 60 75 75 50 

20.13 The reduction in 2019/20 reflects the fact that it is likely those people who could 
afford Right To Buy will take this decision in the next couple of years as the 
impact of Pay & Stay is likely to mean their rent increases. 
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20.14 Income levels also assume a net loss of rent due in-year void levels of around 
0.80% to reflect current performance.  

Key Expenditure Assumptions 

20.15 The Council’s corporate financial planning assumptions have been applied to 
inform the key HRA expenditure assumptions, which include: 

Table 21: Key Expenditure Assumptions 

 2016/17 2017/18 2018/19 2019/20 

General Inflation 0.00% 0.00% 0.00% 0.00% 

General Pay Inflation 1.00% 1.00% 1.00% 1.00% 

Increment Costs 1.00% 1.00% 1.00% 1.00% 

20.16 The general inflation assumption assumes any inflationary pressures on 
supplies and services expenditure must be contained within existing budgets 
and/or through more efficient spending.   This will be kept under review to ensure 
that this planning assumption remains appropriate. 

Depreciation  

20.17 Under the Housing Subsidy system the Council received an annual Major 
Repairs Allowance of £8m which was fed through a depreciation charge into a 
Major Repairs Reserve to be spent on capital works. Under self-financing the 
Major Repairs Allowance has been replaced by a local assessment of capital 
spending needs. This is the value of the depreciation charge that the Council sets 
aside to maintain current housing stock in future years. 

20.18 The self-financing regulations allow for a five year transitional period from April 
2012 from the Major Repairs Allowance to component-based depreciation. This 
new approach requires the major components of the stock (such as kitchens, 
bathrooms, roofs and windows) to be valued and depreciated separately based 
on their different useful lives. 

20.19 This is a prudent approach as it ensures sufficient resources will be available for 
the replacement of the relevant components. It means that the cost of 
depreciation is likely to increase compared to the current method of calculation, 
which simply considers depreciation based on total asset value and asset life. 
However, it results in a much more realistic assessment of the resources needed 
to replace key components of Council housing stock.  

20.20 Depreciation on HRA properties is currently charged in accordance with the five-
year transitional arrangements from April 2012, as specified in the self-financing 
regulations. During this transitional period, the Council is assessing component-
based depreciation in line with the Determination. The impact of change in 
depreciation charges will be offset by corresponding adjustments to provision for 
additional revenue contributions to capital. 
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Impairment of assets 
 

20.21 Under self-financing, impairment costs (arising when asset values reduce) are a 
real cost to the HRA, and must be funded from rents in the year they occur. This 
could result in significant and unpredictable changes in the need for rent income 
from year to year. This is a considerable additional risk to the HRA, as 
impairment costs have previously not impacted on HRA balances. DCLG are 
considering whether this risk should be terminated by a statutory direction that 
dwelling impairment losses should not impact on the requirement for rent income. 

20.22 To mitigate the future impact on rents resulting from impairment and revaluation 
losses for dwellings (unless negated by statutory direction), the self-financing 
regulations allow for a five year transitional period from April 2012, where asset 
value increases can be charged to an impairment reserve to protect against 
future losses. This transitional period does not apply to non-dwellings, so the 
impact of impairment for these properties is already a real cost to the HRA; it is 
not yet known whether the possible statutory direction will cover non-dwelling 
impairment losses, historic and/or ongoing. 

20.23 Construction or acquisition of new HRA properties may give rise to large 
impairment charges, as the carrying value of social rent properties is 
considerably lower than the market value of non-social rent properties or likely 
construction costs. 

20.24 Despite recent increases in value, and the possibility of a statutory direction, it 
therefore remains prudent in the medium term for the HRA to continue to 
contribute to an earmarked reserve to mitigate potential future losses through 
impairment. The Medium Term Financial Strategy assumes a contribution of 
£0.25m per year up to 2017/18 (when the impairment charges on dwellings would 
begin to impact) to mitigate this risk. 

21   Asset Management  

21.1 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. 

21.2 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. 

21.3 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.   

21.4 The profile for asset investment in the existing stock has been updated.   This 
data is used to inform the whole life cost and cost benefit analysis for the 
RegenerationMK programme. This data has highlighted a disproportionate need 
for spend across asset types, which require a detailed strategic review as follows: 
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21.5 Non-traditional construction: 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 incorporating a range of options and 
detailed cost plans to test the viability of retaining these assets.   

21.6 Traditionally constructed housing units will be assessed for future spend based 
on the outputs from Keystone (Asset Management Software System). This 
profiling will enable the correct balance of spend to be applied between 
regeneration and non-regeneration areas.  

21.7 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. 

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

21.9 High Rise blocks. This refers specifically to the Gables in Wolverton and Mellish 
Court in West Bletchley.  Ongoing investment will be required in mechanical and 
electrical plant such as lifts, communal lighting and water pumps in conjunction 
with fire upgrading works to ensure statutory compliance.  

21.10 In recent years, the Council has had a modest new build programme resulting in  
the construction of 26 specialist bungalows to lifetime homes standard. In 
addition the Council has invested in the purchase of 33 existing privately owned 
properties to enhance the HRA stock. The 2016/17 Medium Term Capital 
Programme also includes further tranches of investment in building up to 200 
new housing units following the identification of suitable sites. 

22   Debt Financing 

22.1 Having considered the guidance from both the Chartered Institute of Public 
Financial Accountants (CIPFA) and the Council’s treasury advisors; the Council 
chose to incorporate the HRA debt into its overall borrowing portfolio, creating a 
single pool and charging interest to the funds in proportion to the debt held by 
each.  

22.2 This has the advantage of spreading the risk, particularly around refinancing of 
debt, across the Council and minimises the impact on the HRA of any 
unexpected fluctuations in either expenditure or interest rates. The uncertainty in 
terms of HRA asset management planning also means that the HRA would be 
been carrying significant “cost of carry” risks, without the single debt pool, as an 
individual repayment profile could not be determined. 

22.3 The cost of borrowing for the HRA is based upon the single pool loans rate. This 
rate is variable and if the Council takes on additional debt the cost to the HRA 
may marginally increase or decrease. 
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22.4 The HRA long-term financing forecast currently assumes that debt for the HRA is 
not repaid, as the headroom in rental income created by increasing rents is 
required to invest in stock improvement programmes. The HRA will therefore 
share the average cost of debt for the Council, which over the long-term term is 
likely to increase with new loans being taken out. This is known as a refinancing 
risk.   

22.5 The Council’s Treasury Management Strategy addresses the management of 
borrowing and the relative refinancing risk. While the projections for the medium-
term show interest rates remain low, this risk is relatively low. If the debt 
projections in the current long term forecast are being used to finance a long-term 
replacement programme, some allowance for additional future borrowing costs as 
a result of refinancing should be incorporated. 

22.6 As a result an earmarked reserve has been developed to ensure that changes in 
the debt cost can be financed in future.  

23   Balances and Reserves for the HRA 

23.1 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 £4.5m for 2016/17 and the medium-term, although this will need to be revisited 
once specific regeneration proposals and associated risks become clearer.  

23.2 The self-financing settlement introduced a debt cap for the HRA, meaning that 
the Council cannot take on any further additional borrowing to fund capital 
expenditure. This is a key difference to the management of capital projects in the 
Council’s capital programme. This means the total impact of any overspends on 
capital projects would need to be met by the HRA in a single financial year. In 
light of the potential major development work planned in the HRA for the medium 
term through the regeneration programme, this is a significant risk. 

23.3 In reviewing the potential financial risks to the HRA a number of issues have 
been identified, as noted above, where it would be prudent to develop some 
earmarked provision. It is therefore recommended the following budgeted 
contributions to the following earmarked HRA reserves continue in the medium-
term.  However, the earmarked reserves will need to be reviewed over the 
medium-term as part of proposals for housing regeneration. 
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Table 22: Contribution to Reserves Summary 

Reserve Reason 
2016/17 

£m 
2017/18 

£m 
2018/19 

£m 
2019/20 

£m 

Impairment 
Reserve 

To allow potential costs of 
impairments to fixed 
assets to be phased over 
a number of years, to 
prevent fluctuations which 
might require large rent 
increases 

0.250 0.000 0.000 0.000 

Debt 
refinancing 
reserve 

To phase the costs of any 
significant increases in 
debt financing costs 

0.100 0.100 0.100 0.100 

Major 
project 
costs 

To provide for major 
variations in the costs of 
capital schemes, as 
additional borrowing 
cannot be undertaken. 

0.500 0.500 0.500 0.500 

Total annual contributions to 
earmarked reserves 

0.850 0.600 0.600 0.600 

24 Summary Position for the HRA 

24.1 The forecast income and expenditure for the HRA, taking the income and 
expenditure assumptions into consideration is summarised in Table 24. 

Table 23: Summary Housing Revenue Account Position 

 
2016/17 

£m 
2017/18 

£m 
2018/19 

£m 
2019/20 

£m 

Income: 
Rents & Other Charges (56.437) (55.758) (55.093) (54.510) 

Expenditure:     

Repairs & Maintenance 9.259 9.127 9.218 9.218 

Management, Services & Other 
Expenditure 11.755 11.921 12.146 12.385 

Interest on Capital Debt 9.553 9.493 9.746 9.781 

Contribution to Reserves 0.850 0.600 0.600 0.600 

Revenue contributions to fund capital 
works, improvements and new builds 

25.019 24.616 23.383 22.525 

Net (Surplus) / Deficit 0.000 0.000 0.000 0.000 

Reserve brought forward (4.569) (4.569) (4.569) (4.569) 

Reserve carried forward (4.569) (4.569) (4.569) (4.569) 
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24.2 The plan 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 £4.5m. However, the medium-term projections for the HRA will 
need to be re-assessed in the light of RegenerationMK.  However the medium 
term projections for the HRA will need to be reassessed in light of regeneration 
proposals. 

25 Treasury Management 

25.1 The Council’s Treasury Management Strategy provides the framework within 
which authority is delegated to the Corporate Director 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. 

25.2 The detailed Treasury Management Strategy and Policy is updated on an annual 
basis alongside the Budget Report. 

25.3 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. 

25.4 The Council uses Arlingclose as its Treasury Advisor and they provide strategic 
advice to the Council as well as daily updates on a range of market and credit 
information. 

25.5 The Council maintains a lending list which is regularly updated using credit 
ratings and other information.  Limits are placed on the levels and maturity profile 
of deposits made with individual institutions. 

25.6 The Prudential Code for Capital Finance incorporates a number of indicators 
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. 

25.7 Table 24 shows the medium-term borrowing forecast requirements against the 
expected level of external debt held. 
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Table 24: Borrowing Requirement and External Debt 

  
2016/17 

£m 
2017/18 

£m 
2018/19 

£m 
2019/20 

£m 
2020/21 

£m 

            
Borrowing Requirement           
           
Opening Capital Financing 
Requirement 558.775 692.978 691.940 690.049 687.521 
       
Major Projects:      
Residual Waste Project 129.162 0.000 0.000 0.000 0.000 
Infrastructure Investment 8.525 8.193 7.917 7.609 0.000 
Investment in Parking 2.988 0.000 0.000 0.000 0.000 

 

     
Other net financing transactions 
(MRP, Repayment of Historic 
Prudential Borrowing) (6.472) (9.231) (9.808) (10.137) (10.151) 
       
Closing Capital Financing 
Requirement 692.978 691.940 690.049 687.521 677.370 

            
External Debt Position           
            
Opening External Debt * 493.154 490.861 488.478 479.502 466.078 
       
New borrowing 0.000 0.000 0.000 0.000 0.000 
Scheduled Repayments (2.473) (2.568) (9.166) (13.587) (7.027) 
Fair Value and Other LT 
Liabilities adjustments * 0.180 0.185 0.190 0.163 0.000 
       

Closing External Debt * 490.861 488.478 479.502 466.078 459.051 
 * External Debt includes: 

a) Fair value of zero-percent cash flow loans received as part of the transfer of assets & 
responsibilities from the Homes and Communities Agency. The fair value gain is amortised over 
the life of the loans by an annual fair value adjustment. 
b) Other long term liabilities (finance leases) amortised over the life of the commitment. 

 

Council Debt 

25.8 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). 

25.9 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. 

25.10 The Council’s borrowing plans incorporate funding a number of major 
investments: 
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 The Council is implementing a project to develop a Residual Waste 
Treatment Facility; the current estimate is that the facility will cost £129m in 
2016/17 and will be funded through prudential borrowing. The current 
Medium Term Financial Strategy is creating a budget to meet these costs 
through its Sustainability Items. 

 The Council is implementing an investment programme for Highways 
Infrastructure funded through prudential borrowing. The MTFS creates a 
budget to meet these costs through its Sustainability Items.  

 A number of investment proposals are likely to be developed in the next 12 – 
24 months which may impact on the level on future borrowing. At this point it 
is too early to identify a specific requirement but where proposals are agreed 
a prudent approach will be applied to manage the revenue and treasury 
management impact of the change.  

25.11 These infrastructure requirements will be closely monitored to determine if 
additional revenue provision for prudential borrowing needs to be created through 
the sustainability items. 

25.12 In addition to these major schemes the Council undertakes borrowing to fund its 
Capital Programme. The majority of national Government capital funding for the 
medium-term is expected to be through capital grants rather than supported 
borrowing, which reduces the requirement to borrow.  

26 Risks 

26.1 A critical element of the MTFS 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 2016/17 Budget fall 
into three main categories: 

 Income and funding risks. 

 Demands for service delivery. 

 Delivery of savings. 

General Fund – Income and Funding Risks 

26.2 The Localisation of Business Rates means the Council is exposed to fluctuations 
in Business Rate income. 

26.3 Action: Prudent forecasts of retained Business Rate income have been made.  
The impact of the changes in rateable value, local business growth and decline 
and the collection rate is closely monitored to determine the likely impact on 
Council funding.   An action plan has been implemented to address business rate 
avoidance and strategies for growth in business rate yields.   

26.4 The implementation of Universal Credit and wider Welfare Reforms is likely to 
reduce the Council’s income.  As the Welfare Reform’s affect the income 
individuals receive, this is likely to impact on the payment of Council Tax and 
Adult Social Care fees and charges. 
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26.5 Action: The 2016/17 Budget continues to include an adjustment in the collection 
rate for Council Tax, equivalent to a 0.48% in income to allow some reduction in 
income as a result of Welfare Reform. The collection rate will be closely 
monitored throughout the year, to determine if income projections need adjusting, 
or if action needs to be taken. The council is also working proactively with tenants 
to support their move to Universal Credit and managing the financial 
arrangements to minimise the impact. This work will also support and sustain 
Council Tax and other income payments. 

26.6 Uncertainty in national Government funding. 

26.7 Action: This MTFS has been developed based on prudent forecasts.  Funding 
assumptions are based on the Provisional Local Government Finance 
Settlement, which included indicative four year RSG announcements and the 
latest local forecast of Business Rate Retention. However, there is still 
considerable uncertainty due to the number of consultations currently planned or 
underway. Forecast resources will continue to be monitored closely.  

 General Fund – Demands for Service Delivery 

26.8 One of the most significant risks the Council faces is the growing demands on 
services. These include an increasing demand for Housing – to address 
increases in the number of statutory homeless families (this also has 
consequences for care and transport services); Adult and Children’s Social Care 
Services - to reflect demographic change and increases in complexity of care 
needs; and transport to reflect the growing demands of pupils with special 
educational needs.   

26.9 Action: Future years budgets are developed based on the latest assessment of 
activity to ensure funding remains appropriate.  Demand led reserves have also 
been created to address the potential financial impact of higher than anticipated 
growth. 

 General Fund – Delivery of Savings 

26.10 Loss of key staff to ensure service delivery and manage major change projects. 

26.11 Action: Management and employee development programmes have been 
implemented.  Workforce planning is being improved to ensure succession and 
skills development planning is considered.  Ongoing training and development 
needs are considered through annual appraisal and management processes. 

26.12 Planned savings or cost reductions are not achieved or are delayed. 

26.13 Action: The General Fund Balance has been maintained at £3m and an 
additional specific risk reserve is available to mitigate against issues arising. The 
delivery risk in relation to future pressures and savings will continue to be 
assessed, and used to inform the requirement for future reserves. 

 Capital 

26.14 The cost of work required to repair and maintain the Council’s infrastructure 
assets exceeds the funding provision available. 
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26.15 Action: Annual provision for Revenue Contributions to Capital Outlay (RCCO) 
has been included to support additional capital investment in highways and 
infrastructure assets in the medium-term.  The Council is also developing a better 
view of its long-term requirements including in property and ICT, to better inform 
this strategy. 

26.16 The statutory requirement for the Council to provide school places exceeds the 
funding available to meet this provision.   

26.17 Action: The Council will continue to develop its modelling of future school place 
requirements and use this to lobby DfE for additional funding to meet statutory 
requirements.  

26.18 Consequences of significant variations to planned expenditure against the 
capital programme. Variations can arise for many reasons including tenders 
coming in over budget, changes to specifications or project phasing.  There is 
also the possibility of needing to provide for urgent or unplanned capital works.         

26.19 Action: This is mitigated through formal monthly monitoring and management 
of schemes in the programme, and a requirement that spending commitments 
should not be entered into without confirmation that resources are available. 

26.20 The Tariff presents both a risk and opportunity to the Council. The ability to 
allocate funding for growth, based on the terms of the Tariff means that 
infrastructure investment can be phased as required. However, there are a 
number of factors which will affect the Tariff during its life and its size does reflect 
a risk to the Council. 

26.21 Action: The Council will regularly review the likely Tariff income and 
expenditure and will manage the risks arising from the Tariff.  A reserve has been 
created, which over the life of the Tariff, will ensure sufficient funding has been 
set aside to meet the Council’s share of risk sharing agreement, with the 
Department for Communities and Local Government and the Homes and 
Communities Agency.  

26.22 The Council will continue to identify and manage major risks as part of its 
budget monitoring process. These will also be considered alongside the 
development of detailed budget proposals to ensure the potential financial 
consequences of risks are considered. 

 Housing Revenue Account 

26.23 A significant financial risk is a reduction in rental income due to the roll-out of 
Universal Credit and changes in the Welfare Reform and Work Bill, and the 
Housing and Planning Bill.  

26.24 Action: The HRA medium-term plan includes reductions in the forecast of rental 
income 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 Council will respond robustly to any consultation on the proposed changes. 
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26.25 The current housing stock needs significant investment.  Work is ongoing to 
deliver this improvement through a programme of regeneration.  This will require 
significant investment and due to the housing debt cap is expected to involve an 
external partner to generate income which could be invested into the housing 
stock. This is a major project; decisions on financing and funding will be 
dependent on asset management and stock condition data. 

26.26 Action: A Regeneration Partner was appointed in December 2015 and work is 
continuing on the development of the partnership; stock condition works and 
asset management planning to inform the programme of community and 
regeneration engagement. External advisors and specialists are supporting the 
delivery of this scheme.  

26.27 The regeneration partnership will take responsibility for the provision of housing 
repairs and capital works, including the transition from the current contracts (for 
general repairs and heating services) to new providers. Provision has been made 
in the HRA for the expected cost implications for the HRA of this transition.  

26.28 Action: The regeneration partner has developed plans and budget proposals 
for the transition and now the decision has been made to award, final contractual 
matters can be finalised to allow transition to commence. 

26.29 The possibility of a downturn in the housing market giving rise to large 
reductions in the value of the housing stock presents a risk that large impairment 
charges will need to be funded from rent income. Rebuilt properties provided 
through the regeneration programme will also attract impairment charges, to the 
extent that their value for social housing purposes will be less than the 
construction costs. 

26.30 Action: As a result of lobbying through CIPFA; DCLG are considering a 
statutory direction to prevent this adverse impact, and the Council will respond 
robustly to the expected consultation draft. The Council is also contributing 
toward a reserve to mitigate the future impact if no statutory direction transpires. 
The likely impairment cost (if no change to legislation is made) will also be 
considered as part of any regeneration scheme proposal to ensure the HRA 
remains financially sustainable.  

 


