
Gloucestershire Business Rates Pool Update AGENDA NO: 

Meeting Gloucestershire Economic Growth Joint Committee, 29 November 2017

Report author David Stanley – Accountancy Manager (Section 151 Officer)
Stroud District Council
Tel: 01453 754100
Email: david.stanley@stroud.gov.uk

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 2017/18 financial performance 
forecast of the Gloucestershire Business Rates Pool and the Business 
Rates Pilot submission

Recommendations

The Committee:
1. Note the forecast position with the Pool for 2017/18 and the Pilot 

submission.
2. £250k of reserves currently held in the Strategic Economic Fund are used 

for the purposes of match funding the Government’s core funding to 
GFirst LEP in 2018/19; 

3. The first £250k of SEDF revenues arising during 2017/18 are used to 
match fund the Government’s core funding in 2019/20; 

4. The 7 Councils enter into a simple ‘memorandum of understanding’ with 
GFirst LEP for the period 2018-2020;

5. A review of the on-going need for Core Funding match and the correct 
mechanism for achieving this is completed by December 2019; and that,

6. £75k of reserves held in the Strategic Economic Fund is used for the 
purposes of match funding the Inward Investment Service proposed by 
GFirst LEP

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.  The forecast for 
2017/18 remains robust, but will be subject to fluctuation at year end as pool 
members review underlying risks posed by appeals. The Pool Management 
Team has taken steps to mitigate the risks of any future losses but the 

mailto:david.stanley@stroud.gov.uk


Committee needs to be mindful of the current risks.

Resource 
Implications

Pool members must be aware of the risks associated with Pooling and 
make appropriate provision within their individual authorities.
It should also be noted that at the time of the formation of the Joint 
Committee, the Partner Authorities entered into an Inter Authority 
Agreement which sets out the contributions to the running costs of the Joint 
Committee.  
The partner authorities have agreed to the principle that the costs of the 
Joint Committee will be funded firstly to offset the administration costs of the 
Joint Committee by Gloucestershire County Council, as the administrative 
authority.  This sum is capped at £5,000. Thereafter, the Joint Committee 
will determine the allocation of any balance which remains in the Strategic 
Economic Development Fund.



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 and 2016/17 outturn positions for the Pool reported a surplus of £1.129m 
and £2.138m respectively, and allowed for all pool losses incurred in 2014/15 to be 
repaid.  The cumulative amount of funding generated by the pool for the SEDF since 
2013/14 is £336k.

4. 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.

Forecast for the Pool 2017/18
5. As discussed in earlier reports to the committee, the initial forecast for 2017/18 was 

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.

6. The mid-year forecast, based on an estimated outturn position undertaken by pool 
members in September 2017, shows a slightly reduced forecast of £3.821m

7. Whilst the level of additional retained business rates income is encouraging, there 
remains risk to business rates income as April 2017 marked 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.

8. 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.

9. 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.

10.Therefore, the revised estimate of £3.821m highlighted in paragraph 6 should be 
viewed in light of the risks outlined above. An updated forecast will be undertaken in 
January 2018 that will be considered by the Gloucestershire CFOs.



100% Business Rates Pilots
11. In September this year, the government published a 100% business rates retention pilot 

prospectus for 2018/19; “Invitation to Local Authorities in England to pilot 100% 
Business Rates Retention in 2018/19 and to pioneer new pooling and tier-split models.”

12.Bids were expected to “include details of how authorities will work together to manage 
risk in line with their proposed pooling arrangements.

13.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.

14.The Gloucestershire CFOs, with support from Pixel Financial Management, undertook 
extensive financial modelling to assess the risk and reward of a potential bid to be a 
pilot for 2018/19. A report was considered by Leadership Gloucestershire at their 
meeting on 26 October 2017.  This outlined a potential benefit of £10m to the pilot area, 
with a recommended distribution as set out in the table below:

£2M  Strategic Economic Development Fund (available to all councils)
£3M District Councils (for financial resilience or other uses including 

growth initiatives)
£5M County Council (for financial resilience or other uses including 

growth initiatives)

15.Following endorsement by Leadership Gloucestershire, a bid was submitted to CLG on 
27 October. The bid included all Gloucestershire councils, with the bid document 
outlining how the governance arrangements, risk mitigation strategy, and how the 
additional financial benefit would be used to support growth and financial sustainability 
in the pilot area. Final discussions between CLG and local authority groups are 
expected to take place shortly, with CLG set to announce successful pilot areas in the 
Local Government Finance Settlement later in December 2017.

16. In the event that Gloucestershire is not successful with a pilot bid, the current pooling 
arrangements would remain in place (i.e. all Gloucestershire councils with the exception 
of Tewkesbury).

LEP Core Funding position
17.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 per annum. The funding is confirmed 
on an annual basis by Government. GFirst LEP has secured over £100m of Growth 
Deal Funding during this time, benefitting all District areas.

18.As previously explained, discussions have taken place over the last 12 months and a 
consensus has been reached by senior officers representing the 7 Councils and GFirst 
LEP on how to deal with the locality match funding in the future. 



19.The key issues to note:

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

 At the moment the Strategic Economic Development Fund (SEDF) of the Business 
Rate Pool provides an effective route for achieving this; 

 The Fund balance currently stands at £333k and £250k of this should be used to 
provide match funding to the Government’s core funding for GFirst LEP in 2018/19; 
the money is held by the County Council;

 All the indications are that the during the current financial year (2017/18) in excess 
of £250k of new revenues will be generated;

 This allows the Committee to take a 2-year view of match funding GFirst LEP but 
will also require it to agree to the first £250k of this years revenues being used to 
provide the match funding for 2019/20;

 The SEDF reserves can be released to the Accountable Body by GCC, subject to a 
positive resolution by the Committee, the Accountable Body will then enter into a 
contract with the LEP to release the funds;

 To mirror Government processes the locality funding should be agreed by the 
Committee annually;

 The exact business rate mechanism for match funding from April 2019 may change 
as work develops around the Business Rate retention pilot;

 There should be a review of the need for on-going Core Funding during 2019 to 
coincide with the end of the Growth Deal period in 2021 and to identify the best 
financial mechanism for enabling the Councils to provide a financial contribution;

 Should the Strategic Economic Fund not have sufficient reserves to fund the 
2019/20 (year 2) commitment, which appears unlikely based on current financial 
monitoring, then the 7 Councils will need to underwrite any shortfall;

 A simple 2-year Memorandum of Understanding will be established between the 7 
Councils and GFirst LEP to confirm partnership expectations and to confirm Council 
representation on the GFirst LEP Board. This should include a requirement for the 
GFirst LEP CEO or senior staff to meet with each Council at least twice per year.

GFirst Inward Investment Service
20.This European funded project would provide GFirst LEP with a dedicated inward 

investment capacity and a real opportunity to provide a step change for 
Gloucestershire.

21. It will be a co-ordinated countywide project driven by GFirst LEP working in partnership 
with the 7 councils.

22.Historically, inward investment activity in the county has been dealt with reactively and 
there is little capacity to handle new enquiries. Good work has been done, with some 
success but with very modest funds. So if successful, the LEP propose to set up a 
small team of Inward Investment Advisers to assist foreign owned businesses looking 



to relocate to Gloucestershire as well as helping foreign owned businesses who are 
already based in the county but are looking to expand or relocate. 

23.The project will focus on the LEP’s strategic interests highlighted in our Strategic 
Economic Plan (SEP); high value manufacturing, knowledge intensive and services 
sector. As well as the county’s priority sectors for FDI; advance manufacturing and 
engineering with a bias towards aerospace, energy/renewables and agri-food/agri-
technology. It will also focus on a potential growth sector for the county; Cyber security.

24. In essence the LEP are able to draw down significant funding for inward investment but 
this needs to be matched funded. At the moment around £300k of local funding has 
been identified drawing down £300k of EU funding. The opportunity exists for the 7 
councils to make a financial contribution allowing GFirst LEP to draw down further 
match funding. The proposal is to take £75k from the existing £333k reserves in the 
Strategic Economic Fund, equating to £25k p.a. for 3 years, which will attract a further 
£75k of EU funding.

Risk Assessment
25.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
26.No officer advice required

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

financial consideration.

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

support the recommendation.

Performance Management/follow-up
29.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 


