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1. 
Introduction
1.1. The council needs to reduce its net costs over the next few years to respond to the likely reductions in Government funding. The Council can reduce its net cost by either reducing expenditure or increasing income. The generation of additional and new sources of income will help to contribute towards the Council’s response to these pressures and will mean expenditure cuts may be reduced for some services.
1.2. The decision on whether to make a charge (and the amount to charge) is not always within the control of the council, as some charges are set by central government. But where it is, it is important that the implications of the charging decisions being taken are fully understood and are being applied consistently.

1.3. The purpose of this Income Policy is to provide a framework for how Milton Keynes Council charges for its services. This will bring a clear and consistent approach to charging and the setting of fees and charges. It is intended to act as a guide in the process of reviewing charges for existing services and setting charges for any new services that may be introduced in the future
1.4. This policy also sets out the pressures which will ensure this framework is appropriately applied.

1.5. The policy relates to Milton Keynes Council, however schools have the authority to determine their own charging principles in accordance with the Local Management of Schools legislation.
1.6. The Council may need to establish a policy for  rents, service charges  and other income for Housing Revenue Account homes, garages and other assets that takes account of any changes to the national housing subsidy regime while fitting the wider Income Policy
2. Key aims and objectives
2.1. A corporate policy and approach to fees and charges is vital to ensure that the Council maximises opportunities whilst also ensuring that income generation supports wider Council objectives and is used within the context of an agreed policy framework. 

2.2. The key objectives for the Income Policy are:

· To create a corporate focus and approach to revenue generation and recovery to enhance consistency across the authority;

· To set a clear rationale for charging and trading that is aligned to the Council’s customer outcomes;

· To set out clear principles that underpin all activity relating to fees and charges; 
· To ensure consistency in the application of concessions and to ensure that any subsidy aligns with the Council’s objectives and reflects ability to pay;

· To provide a framework in which fees and charges are set and reviewed in a consistent and transparent manner; 

· To ensure a consistent approach is taken to recovering overheads as part of setting fees and charges;
· To establish clear governance and performance management arrangements for charging related activity.
2.3. The policy applies solely to externally generated receipts from Council customers and service users. Any decisions related to internal charges should not be made based on the policies set out in this document.

3. Statutory background
3.1. Councils have powers to charge for a wide range of services. Section 93 of the Local Government Act 2003 enables local authorities to charge as they choose to for discretionary services provided they are not prohibited by other legislation and they do not make a profit.
3.2. In making a charge the Council must have the power to provide the service and the receipient of discretionary service must have agreed its provisionand to pay for it. Charges may be set differentially so that different people are charged different amounts. However, the income from charges should not excced the cost (including overheads) of the service provided.
3.3. There is a recognised need for councils to have an agreed policy to guide decisions on the use of charges. The Audit Commission recently reported that by strategically using charging and concessions, councils can influence behaviour by targeting services towards specific user groups. Councils should use charging to support local policies and priorities and be responsive to local circumstances. This will help councils to fulfil their place shaping roles and responsibilities.
3.4. The legislative framework for charges is an important consideration in determining an Income Policy for the Council. The table in Section 4, identifies the range of legislation that could apply to charges.
4. The scope and extent of charging
4.1. Whilst many of the services provided by the Council sit within a complex local policy and legal framework, they broadly fit within one of the following categories:
	Category
	Sub-category
	Meaning

	Statutory Services*
	· Legal requirement to provide the service (a duty) with little or limited flexibility in its content or provision

· Typically would have high impact on users of not being able to access the service where there is a demonstrable need, for example elements of social care

· Typically high Council service priority – provision and access are at the heart of a Council policy theme – partly because these are statutory duties



	
	Non-chargeable
	· Legal requirement to provide the service without levying a charge on the citizen

	
	Fixed Charge
	· Statute dictates a fixed charge or a fixed charging methodology for the provision of the service

	
	Cost Recovery
	· Statute provides that a charge can be levied to recover the cost of providing the service

	
	Chargeable
	· Statute does not prevent charging for the service and does not outline specific charging requirements

	Discretionary
	· Council has powers to deliver services but not a duty. Typically includes certain legal requirements or guidance but with significant flexibility for the content/provision of service

· Typically medium to lower Council service priority

· Manageable impact from adopting market pricing (other than a nominal sum)


*Can not charge a credit card transaction fee on these services

4.2. The Council receives around [£45.366m] of income from fees and charges each year.  The table below shows the breakdown of income generated by each Directorate in the year 2009/10.
	Service
	Fees and Charges Income 2009-10

£000’s

	Education
	10,665

	Highways & Transport
	11,413

	Social Care
	9,162

	Housing Services
	651

	Cultural, Environmental, Regulatory & Planning
	8,733

	Protective, Central & Other
	4,742


5. Charging principles
5.1. The Council’s Revenue Strategy 2009/10 to 2011/12 contains six key principles which govern the way in which we manage our financial acitivites.  Principle 3 states:

“(The Council will) maximise fees and charges to the maximum that the market will bear, subject to appropriate concessions having been agreed in line with the overall aims and objectives agreed by the Council. 

This is part of the overall aim of maximising resources available to the Council to provide local services. However, it also recognises that this must be achieved while recognising both local market conditions but also meeting the overall Council aim of social inclusion. Any fees and charges regime must make allowance for those disadvantaged whether through economic or other circumstances.”

5.2. The Customer Income Principles below set out more detail to underpin the high level principle and which must be used by all areas of the Council in considering the schedule of fees and charges that apply to the services they deliver.
Setting Charges

5.3. Milton Keynes Council will charge for services based on the following principles:

1. The user should pay the full costs for all services which they benefit.

2. If there is any subsidy from taxpayer to service user should be a conscious choice.

3. The Council will use its fees and charges structures to incentivise and discourage behaviours so as to improve targeted policy outcomes, efficiently manage resources and allow the Council and partners to provide services in a more effective manner.

4. Concessions will be provided on the basis of the ability to pay and clear public good benefits and will be applied consistently across the Council.

5. Prices will be based on the full cost of providing the service.

6. There should be a clear rational for the charge including the scale for different levels of the same service and there should be consistency between charges for similar services.
Payment and Debt Collection

5.4. The following principles for payment and the collection of debt will apply;

1. Payments will be required before the receipt of a service, or on making a booking for a service, unless this is legally not allowed or the charge is dependant on the time involved in providing the service.

2. Where individuals or businesses are likely to incur more than one charge from the service then the most efficient method of billing should be used.

3.
In line with the principle of charging full cost, payment made by credit card for non statutory services will be increased to incorporate the additional card processing fee.

4.
All outstanding debts will be pursued vigorously and further discretionary services not provided until outstanding debts are paid.

5.
The write offs approved will be monitored on a quarterly basis to scrutinize the number and cost. All debts will be actively pursued.

6.   Refunds will be given at the discretion of individual services.

Updating Fees and Charges

5.5. The council will produce, maintain and update on a regular basis a Fees and Charges Register which will constitute the official policy position.
5.6. Fees and charges should be reviewed and increased:

· Annually as part of the budget setting process including reporting to and approval by Members
· At least in line with corporate inflation on an annual basis. (The Consumer Price Index (CPI) as published by the Office for National Statistics will be the basis for the calculation of inflationary increases.)
· To incorporate any changes in VAT (increases or decreases)

· Where increases in fee amounts result in odd amounts that are difficult to collect and the fee is collected in cash the fee should be rounded UP to the nearest convenient amount, and held at that amount until such a time as further annual increases on the ‘odd’ amount surpass the convenient amount.  

5.7. Any exceptions to these principles must be approved by the Cabinet and Full Council as part of the annual approval process for setting fees and charges. 

6. Concessions
6.1. Concessions can not be offered for any services where legislative charging frameworks apply and where a user is assessed as being able to contribute to the cost of services. This policy therefore only applies to discretionary services within the control of the Council.

6.2. A concession is defined as any service for which a local authority has discretion to make a charge and in doing so sets that charge below the cost of service provision. 
6.3. The Council will apply a standardised approach to eligibility criteria for concessions; the starting point is that all users will be required to pay full cost.  As a Council charges will be applied for all services based on the ability of service users to pay for services. In order to protect the most vulnerable, concessions will be offered for those who can not afford to pay.
6.4. The assessment of ability to pay will be based on passported benefits. Those people and their dependents living at the same address, receiving Income Support, Pensions Credit Guaranteed Credit, Job Seekers Allowance (Income based) or Employment Support Allowance (Income related) will not be required to pay charges for discretionary services. In the short term, service users will need to verify they are entitled to a concession by showing proof of their benefits entitlement. In the longer term, the Council will investigate the creation of a concessions card for services.
6.5. In some circumstances it may be appropriate to offer additional concessions to users of a particular service, where this is consistent with achieving the Council’s priorites. Where directorates wish to offer additional concessions these should be explicitly approved as part of the annual setting of fees and charges. Any recommended additional concessions need to take into account relevant equalities and discrimination legislation.
7. Charging governance

7.1. Fees and charges activity will be overseen by an Income Board. The Board will check and challenge the on-going and proposed policies related to any fees and charges that are linked to Council-provided or -sponsored services. The key responsibilities of the Income Board are to:
· Ensure that income generation is being maximised within the framework set out in this policy

· Make ‘go and no go’ decisions in relation to the development of new and existing income opportunities, which will then be recommended for approval from Members.
· Ensure that income and charging recommendations are based on evidence based principles which support realistic estimates of the income level to be achieved 

· Act as a gateway for income-related business case investment

· Monitor performance of income generation against agreed targets

· Receive and consider an annual review of all chargeable council services 

· Review revenue generation success against key income targets 

· Consider and challenge proposals for changes in prices and the balance of cost and income recovery 

· Consider and challenge proposed concession rates and target groups for the coming financial year 

7.2. The Income Board should include representation of officers from all major policy areas. The Board will meet in July to update the Council’s income strategy, in August and September to review fees and charges for the following year. The Board will prepare written recommendations to cabinet and council which will be incorporated into the MTFP Budget development.  

7.3. If this income policy is approved the existing fees and charges will be reviewed against the principles set out in this policy during the autumn. Cabinet and Council will be asked to approve any instances where the fees and charges do not follow the principles of this policy, this will be on an exception basis.
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8. Commissioning

8.1. In Milton Keynes, a large share of public services are provided by commissioned bodies or arm’s length bodies. 
8.2. The Council expects that all commissioned services and those provided by community bodies should adhere to a similar Income policy as the Council develops, where applicable. The Council will make policy and financial decisions on the basis of other bodies charging for their services, consistently with the principles set out in this policy. 
Annex A

Charging by service type
Charging is an integral part of service planning and delivery as it is a key driver to responding to local needs and demands as well as creating choice.  At a service level, the Council must take into account a range of factors such as cost recovery, good accounting and the strategic need for the service.   The Council must continually reassess the types of services it provides at service level, to understand its place in the market and to ensure that it continues to add value and maximises income.  Key service level issues are set out below.  

	Service areas 
	Key issues to consider 

	Leisure and culture
	· Services are discretionary and therefore the Council aims to fully recover costs except where charging would have a detrimental impact on other Council priorities and objectives

· The quality, quantity, location, access and market rates for alternative service provision should be considered when setting fees and charges for leisure services

· Price sensitivity, elasticity and demand will be tested when setting prices

· Any subsidies or concessions should be clearly aligned with Council priorities.  



	Social care services (children and adults) 
	· Social care services offer protection for the most vulnerable residents and support them with appropriate services and as such, the Council will consider the impact of vulnerability on service uptake and the ability to pay.  

· Most services are statutory and many have statutory charging regulations attached to them.  The Council will therefore charge in line with these legal requirements.  

· Financial assessments are required for services such as community care and as a result will inform subsidy rates.  

· A focused use of subsidy is needed to ensure that the most vulnerable are protected and that those who are able to pay, do so. 
· Services should not be provided where cost recovery cannot be achieved and the open market is capable of providing a quality service at reasonable cost
 

	Education
	· ‘Fair funding’ arrangements and ‘Local Management of Schools’ (LMS) budgets and functions have been delegated to schools.  

· Full cost recovery should be achieved for all services with a competitive market for schools 

· The Council must continually review and benchmark services to understand the added value they offer to schools and whether they are a niche service provider 

· The Council must take steps to undertake price sensitivity analysis and establish the ability of schools to pay for services and then must realign its prices accordingly
· Concessions should only relate to individual pupils (for example free school meals) 

· Establishing the quality and quantity of alternative providers in the market is critical in understanding a school’s propensity to source services from elsewhere

· Services should not be provided where cost recovery cannot be achieved and the open market is capable of providing a quality service at reasonable cost



	Environment, Planning and Development, Highways and Transportation 
	· Where a service significantly improves public health and safety, charging below cost receovery via subsidy or concessions will be considered, if necessary to improve take-up for general public benefit, where the market does not offer services at sufficient quality and price.

· Cost recovery in non essential services can improve the quality and scope of essential services

· The quality and quantity of alternative service provision must be analysed when setting fees and charges. 
·  Services should not be provided where cost recovery cannot be achieved and the open market is capable of providing a quality service at reasonable cost
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