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Background 
documents

None

Location/Contact 
for inspection of 
background 
documents

N/A 

Main consultees Gloucestershire Chief Financial Officers

Planned dates N/A

Purpose of report To update members of the committee on the 2016/17 financial performance 
and 2017/18 forecast of the Gloucestershire Business Rates Pool.

Recommendations

The Committee:
1. Note the outturn position with the Pool for 2016/17 and the initial forecast 

for 2017/18

Reasons for 
recommendations

The Business Rates Pool outturn for 2016/17 was strong and ensured 
losses incurred in 2014/15 by pool members were repaid.  Distribution of 
the remaining surplus is outlined in the report  The Pool Management Team 
has taken steps to mitigate the risks of any future losses but the Committee 
needs to be mindful of the current risks.

Resource 
Implications

There are no resource implications to implementing this recommendation 
however, despite the mitigating action taken, Pool members must be aware 
of the risks associated with Pooling and make appropriate provision within 
their individual authorities.
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Background 
1. The Gloucestershire Business Rates Pool (GBRP) was set up to maximise the 

business rate income retained within the County and to support economic growth within 
the area of the Local Enterprise Partnership. 

2. In 2013/14, the first year of operation, the Pool reported a surplus of £0.775m of which 
£95k was paid to the Strategic Economic Development Fund supporting the work of the 
Joint Committee.  In 2014/15, the pool suffered a significant loss due to the impact of 
backdated appeals on rateable values and in particular, the successful backdated 
appeal by Virgin Media, the largest valued business in Tewkesbury. The final pool 
position for 2014/15 published a deficit of £2.3m following a safety net payment to 
Tewkesbury of £3.9m.

3. The 2015/16 outturn position for the Pool reported a surplus of £1.129m. This is 
predominantly due to an improved position across the majority pool members (in 
particular Stroud, Gloucester and Cotswold) and the consequential impact of the lower 
pool levy rate 

4. After accounting for a safety net payment to Tewkesbury of £252k, the remaining 
balance of £878k was distributed back to pool members pro-rata to 2014/15’s deficit in 
accordance with the governance arrangements.

5. With the ongoing risk associated with the VM issue and following the Committee’s 
agreement, the Pool was dissolved and a new Pool was formed excluding Tewkesbury 
from April 2016 and this arrangement remains in place for 2017/18.

Outturn position for the Pool 2016/17
6. Following the completion of the Government returns which set the level of Business 

Rates income for each authority for the 2016/17 year, it was estimated in January 2016 
that an additional £2.516m will be retained in Gloucestershire as a result of pooling.

7. During the year, the committee was provided with updated forecasts indicating potential 
retention of £1.983m (September 2016) and £2.382m (December 2016).

8. The outturn position was at the mid-point of these forecasts with £2.138m of additional 
business rates income retained within Gloucestershire.  After repayment to pool 
members of the balance remaining from 2014/15 pool losses (£933k), a total of 
£1.205m was available for distribution in accordance with the pool governance 
arrangements.  20% of the surplus is set aside for the Strategic Economic Development 
Fund (SEDF) with the 2016/17 contribution being £241k.  Therefore, the cumulative 
amount of funding generated by the pool for the SEDF since 2013/14 is £336k.

Forecast for the Pool 2017/18
9. As discussed in the March 2017 report to the committee, the initial forecast for 2017/18 

is based on the NNDR1 return to Government which sets the level of business rates 
income for each authority for 2017/18, as estimated in January 2017.  This estimates 
that an additional £4.023m will be retained in Gloucestershire.  This is due to changes 
in pool levy rate (reducing from 8.47% to 3.43%) as a result of the new valuation list 
and the subsequent revised tariff and top-up figures.

10.Whilst the level of additional retained business rates income is encouraging, there is 
considerable risk to business rates income at the start of a new valuation period.  As 



members may recall, new rateable values came into force on 01 April 2017, with 
significant changes to individual business rates bills as a result.  The March 2017 
budget made some changes to certain business rates bills that will no doubt impact on 
the final amount of retained business rates income for the year.

11. It is likely that there will be significant appeals against the new valuations and we will 
need to see how these affect the level of retained business rates income over time.

12.Members may be aware that NHS Trusts are continuing to look to be classified as 
charitable bodies and therefore qualify for mandatory charitable business rates relief of 
80% of their business rates.  This issue has recently come to the fore again, with 
several local authorities receiving correspondence from agents acting on behalf of NHS 
Trusts.  In the event they are successful with this application, it would have a significant 
impact on the pool in future years.

13.Therefore, the estimate of £4.023m highlighted in paragraph 9 should be viewed in light 
of the risks outlined above.  An updated forecast will be provided at the November 
GEGJC meeting following consideration by the Gloucestershire CFOs.

100% Business Rates Retention
14.As highlighted in the March 2017 update report, the Government responded to the 

initial consultation on 100% Business Rates Retention and issued a further consultation 
document on the design of the reformed business rates system in February 2017, with 
the consultation ending on 03 May 2017.

15.The document set out the proposed timeline and considers some of the design issues 
such as reset periods, tier splits and managing appeals risk.  The Government have 
stated that subject to parliamentary approval, their aim is to introduce the new system 
for the 2019/20 financial year, although given the recent General Election result this 
may be subject to change.

16.Changes around the way Business Rates Pools are designated and operate, proposals 
for Local Growth Zones, and other technical aspects of rates retention were set out in 
the consultation.

17.The Government also indicated that they would welcome applications from councils to 
participate in the further business rates pilots in 2018/19, in areas without a devolution 
deal, including two-tier council areas.

18.Alongside rates retention the government is also undertaking the Fair Funding Review, 
which will establish the funding baselines under 100% Business Rates Retention.  This 
review will consider a number of issues that will lead to updated needs assessments 
and has the potential to redistribute significant funding across the local government 
sector.

100% Business Rates Pilots
19.As discussed briefly at the March 2017 committee meeting, the Government have 

indicated that 2-tier authority areas would be able to make an application to be a 
Business Rates Pilot area prior to the roll-out of 100% retained business rates.

20.Under a Business Rates Pilot, member authorities would roll-in existing funding streams 
(Revenue Support Grant, Rural Services Grant, and potentially a variety of other 



funding streams and responsibilities) to allow for a greater proportion of business rates 
to be retained.

21.Gloucestershire CFOs have engaged Pixel Financial Management to help support 
.Gloucestershire in the development of a 100% business rates pilot.  Pixel will provide 
initial financial modelling to establish the potential benefits of the pilot, to advise on the 
governance arrangements under a two-tier pilot, and be involved in potential 
discussions with DCLG.

22.At the time of writing, there is no clear indication from government of the likely timetable 
for submitting applications for two-tier pilots, or the process of how those applications 
will be reviewed and assessed.

23.Gloucestershire CFOs will undertake detailed modelling over the coming weeks, with 
an update to the committee likely in September as to the risks and rewards likely for 
Gloucestershire.

LEP Core Funding position
24.The Government has historically provided LEPs with an element of core funding, which 

needs to be matched by the locality. The maximum amount granted by Government is 
£250k and over the last 4 years the County Council has made the locality contribution 
allowing gfirst LEP to benefit from the full £500k; the Government also provides gfirst 
LEP with a further c£220k-£250k for SEP support. All of the funding is confirmed on an 
annual basis by Government.

25.As previously explained with the success of gfirst LEP in accessing Growth Funds the 
County Council has indicated its wish to see the core funding diversified and 
announced its intention to discontinue its locality match funding with effect from April 1 
2018.

26.Since the last meeting a number of discussions have taken place including between the 
7 Councils and gfirst LEP. A more detailed proposition is being produced and the aim is 
to bring an agreed position to the next GEGJC.

27.The areas where there is emerging consensus, include:

 There is a need for the locality to continue to match the Government core funding 
and that the funding partners should be diversified;

 The Strategic Economic Development Fund (SEDF) of the Business Rate Pool 
may provide the best route for achieving this and there would appear to be 
sufficient funds available; there is currently c£95k in the fund relating to 2013/14, a 
further c.£240k predicted from 2016/17 and the same level would be a prudent 
assumption from 2017/18.

 To mirror Government processes the locality funding should be agreed by the 
GEGJC annually.

 There should be a review of the need for on-going Core Funding during 2019/20 to 
coincide with the end of the Growth Deal period in 2021.

28.There are a number of issues where discussions continue:

 What if there were not sufficient funds in the SEDF? The overall approach 
would be for the locality to mirror the Government’s annual funding approach, so 
the GEGJC would be able to spot any forthcoming funding issues through its 



normal monitoring processes, which would inform its annual decision to fund or not. 
Although a shortfall is not foreseen a risk share arrangement is being explored by 
way of contingency. Any shortfall in the SEDF would be met from the general pool 
or if there was not surplus in the pool from the individual Council General funds. 
The initial proposal is that any shortfall is met on a formula basis by the Councils 
and gFirst LEP; GCC (45%): District Councils (45%); gfirst LEP (10%).

 TBC is not currently in the Pool, should they make a separate contribution? 
TBC is not in the Pool at the moment because of the financial implications of the 
Virgin Media appeal. If TBC were in the pool currently  there would be a much 
reduced surplus to spend and significantly increased risk. TBC will return to the 
Pool at the earliest opportunity and the levels of development planned within the 
Borough should deliver significant benefit. gfirst LEP has secured Growth Funding 
for a number of projects in the Borough that by enabling development will generate 
significant business rates in the future. So the emerging consensus is that the use 
of the SEF for match funding the LEP would be done on a 7 Council basis; i.e. no 
separate contribution by TBC whilst it is continuing to make losses in the BRS and 
remains outside the pool.

 gFirst LEP are also asking Councils for inward investment match funding? 
gFirst LEP has the opportunity to bid for up to £1m of ESIF funding in order to 
establish inward investment services that will be essential given BREXIT. A 
proportion of match is required and the Councils contribution is estimated to be 
£90k p.a. for 3-years. As this is a recent request there is a need to understand the 
proposal in more detail and to establish whether the £90k forms part of the locality 
£250k or is in addition to this.

Risk Assessment
29.Some risk remains from the Business Rates Pool should there be significant backdated 

appeals settled.  The issue of NHS Trusts requesting charitable status is the most 
significant financial risk to the pool and pool members.

Officer Advice
30.No officer advice required

Equalities considerations
31.There are no equalities considerations associated with this decision. It is purely a 

financial consideration.

Consultation feedback
32.Each of the Business Rates Pool members has been consulted about this report and 

support the recommendation.

Performance Management/follow-up
33.A report on the performance of the Business Rates Pool will be presented to a future 

meeting of the Joint Committee.  Between now and then, Chief Financial Officers will 
keep Chief Executives and Leaders appraised of any developments 


