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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 2018/19 forecast of the 100% 
Business Rates Pilot and the future of the pilot in 2019/20

Recommendations

The Committee:
1. Note the forecast for 2018/19
2. Consider the scope for a pilot bid for 2019/20
3. £275,000 of reserves currently held in the Strategic Economic 

Development Fund are used for the purposes of revenue funding 
contribution/support for the M5 Junction 10 improvement scheme 
(Reserve funding will be available from January 2019)

4. £50,000 of reserves currently held in the Strategic Economic 
Development Fund are used for the purposes of commissioning 
additional Economic Intelligence to support the work of the LEP and 
GCC Data and  Analysis Team,  in refreshing  the current Strategic 
Economic Plan and working towards the preparation of an Industrial 
Strategy for Gloucestershire (Reserve funding will be available from 
January 2019)

Reasons for 
recommendations

The Business Rates Pool outturn for 2017/18 was strong with the 
distribution of the surplus as outlined in the report  The Pool/Pilot 
Management Team has taken steps to mitigate the risks of any future 
losses but the Committee needs to be mindful of the risks associated with 
the Pilot and NHS Trusts in particular.
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Resource 
Implications

There are no resource implications to implementing this recommendation 
however, despite the mitigating action taken, Pilot members must be aware 
of the risks associated with the 100% Pilot and make appropriate provision 
within their individual authorities.

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.

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 remained in place for 2017/18.

5. The outturn for 2017/18 was positive, with £3.992m of additional business rates income 
retained.  This was allocated in accordance with the Pool Governance arrangements, 
with 20% of the surplus is set aside for the Strategic Economic Development Fund 
(SEDF) being £0.798m.  Therefore, the cumulative amount of funding generated by the 
pool for the SEDF since 2013/14 is £1.134m.

6. A distribution of £0.639m was made to Gloucestershire County Council (20% of the 
remaining balance), with £2.555m being the distribution to the 5 Districts within the Pool 
(80% of the remaining balance).

Financial Performance – Q1 2018/19
7. Gloucestershire was successful with its application to be a 100% Business Rates Pilot 

for 2018/19.  The pilot will include all 7 Gloucestershire Councils, and will result in 
member authorities forgoing Revenue Support Grant and Rural Services Delivery Grant 
(approx. £21.6m) in return for a greater proportion of business rates income being 
retained.  The Pilot is formally in place for 2018/19 only.

8. Initial financial modelling undertaken as part of the application process in the summer 
suggested a potential benefit of £10m to the Pilot area.  Forecasts based on the 
2018/19 NNDR1 forms show an increased level of benefit of around £14m, but as with 
all NNDR1-based forecasts, the final amount of Pilot benefit will reduce over the course 
of the financial year as prior-year adjustments will reduce the amount of income 
retained.



9. The Q1 forecast estimates that the level of Pilot benefit is around £14.422m, a 
reduction of £0.378m or 2.5% on the initial NNDR1-based forecast.

10.The recommended distribution of the Pilot benefit, which was endorsed by Leadership 
Gloucestershire at their meeting on 26 October 2017, is set out in the table below.



Distribution % October 
2017 
Est

Jan 
2018 
Est

Q1 
Forecast

Strategic Economic Development Fund 
(available to all Councils)

20% £2m £2.9m £2.9m

District Councils (for financial resilience or 
other uses including growth initiatives)

30% £3m £4.5m £4.3m

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

50% £5m £7.4m £7.2m

11.The forecast based on Q1 data remains in line with the initial NNDR1-based estimate, 
with a minor downward adjustment since January 2018 due to revised s31 grant 
calculations from MHCLG, a pilot-wide reduction in rates forecast of £0.732m or 0.34%, 
compensated by around 3.4% or £0.770m more of s31 compensation.

12.Notwithstanding the risk highlighted later in this report, the prospects for 2018/19 
remain positive.

13. It should be noted that the level of business rates retained and the Pilot benefit is 
derived from Pilot members’ estimates of the rates collection forecast based on NNDR1 
and the actual business rates collected may be more or less than this.  The strong 
advice from the Pool Management Team (the CFOs of the Gloucestershire 
Councils) is that resource allocation decisions on any Pilot benefit will be made 
following the 2018/19 outturn position (April 2019), once there is absolute clarity 
on both the amount of business rates retained and the distribution.  This reflects 
the risks outlined earlier in the report and that funds will not be available until the 
2019/20 financial year

Appeals Risk and NHS Trusts
14.As highlighted in the reports to the committee in March and June 2018, 20 NHS Trusts 

have taken legal action against 49 billing authorities regarding their application for 
mandatory relief from business rates.

15. If mandatory relief was to be applied to the NHS Trusts, this would result in an 80% 
ongoing reduction in their business rates, but this would also be due a backdated 
refund for the previous 6 years.  It is estimated that a refund of in excess of £10m would 
be due, with an ongoing reduction in business rates income of around £3m per annum.

16.The LGA is providing legal advice and support to local authorities as the case 
progresses – initial court proceedings commenced in April 2018.  The LGA is also 
lobbying Government strongly on behalf of the sector.

2019/20 – Business Rates Pilot
17.MHCLG issued a technical consultation paper on 24 July 2018 on the 2019/20 Local 

Government Finance Settlement.  This included information on business rates pilots for 
2019/20.

18.The existing 100% business rates pilot will end on 31 March 2019.  Gloucestershire, 
alongside all other authorities in England, can make an application to MHCLG to pilot 



75% business rates retention in 2019/20.  Any proposal for a pilot must be received by 
MHCLG no later than 25 September 2018.

19.The main change from the 100% pilot is that the local share will reduce from 100% to 
75%, largely because the national scheme from 2020/21 will operate with a 75% share, 
but also because the cost of the pilot programme has become significant (£920m+).

20.An important change to the 75% pilot scheme is that there will not be a “no detriment” 
clause.  Under the existing pilot, this has ensured that Gloucestershire is no worse-off 
that the individual authorities would have been in aggregate under the 50% scheme. It 
is worth noting that the Devolution pilots will continue with a no detriment clause in 
2019/20.  Given the downside risks with pooling/pilot status (especially the ongoing 
legal case for NHS Trusts being granted mandatory charitable relief).  As 
Gloucestershire is a two-tier pilot, this may be a significant financial issue and 
consideration should be given to whether to ‘push-back’ on MHCLG’s position.  Any 
pilot bid will need to address the pooled authorities’ approach to risk.

21.The criteria for becoming a pilot, as outlined in the invitation prospectus, is shown 
below:

 Proposed pooling arrangements operate across a functional economic area
 Proposal demonstrates how pooled income from growth will be used across 

the pilot areas to either boost further growth, promote financial sustainability 
or a combination of these

 Proposal sets out robust governance arrangements for strategic decision 
making around the management of risk and reward and outlines how these 
support the participating authorities’ proposed pooling arrangements

22.The CFOs are undertaking detailed financial modelling of the risk/reward of a 75% pilot.  
There are a number of different scenarios to model and to an extent some options that 
could be considered if an application is to be made.  In a two-tier area, the County and 
Districts will need to reach an agreement on the share of business rates that districts 
are to pay the county.

Risk Assessment
23.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
24.No officer advice required

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

financial consideration.

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

support the recommendation.



Performance Management/follow-up
27.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

Strategic Economic Development Fund – Funding Requests
28.As reported ti GEGJC earlier in the year, the outturn position on the Gloucestershire 

Pool provided an additional £798k of funding for the SEDF.  This funding is not 
available to spend until January 2019 once the Government have reviewed the audited 
NNDR3 returns.

i)  M5 Junction 10 improvement scheme – see attached supporting paper Appendix 
29.The proposal for the development of M5 Junction 10, and particularly with regard to 

enabling an all movements junction, as been a long standing priority for 
Gloucestershire. It has also  now been identified as a priority to address the barriers to 
growth and traffic issues that the current limited movement junction arrangement 
creates, in order to  enable the level of future development proposed for the NW 
Cheltenham area through the adopted Joint Core Strategy. GFirst LEP also recognises 
that their proposals for the M5 Growth Zone will require the improvement of motorway 
junctions within Gloucestershire, including Junction 10.

30.GCC is preparing a bid for the Government (DFT) Transforming Cities Fund which is 
aimed at supporting and enhancing productivity and prosperity through investment in 
new local transport infrastructure, particularly focussed on public transport and 
sustainable transport schemes. The total fund is for £840m over a four year period from 
2018/19 to 2021/22.

31.An Expression of Interest (EOI) for Junction 10 was made to Homes England for the 
Housing Infrastructure Fund (HIF) at the end of September, for £249m for a number of 
scheme elements, including an all movements upgraded M5 Junction 10. GCC was 
notified of its success in moving to the next stage, the co-development stage. This next 
stage remains competitive and successful Local Highway Authorities are now being 
invited to submit an Outline Business Case (OBC). The preparation of an OBC has 
been costed by consultants at approximately £1m and includes preparation of a 
strategic case, options appraisal, economic case, commercial case, financial and 
management case

32.To date, the County Council has committed some revenue to develop various bids for 
an M5 Junction 10 improvement. The £1m revenue required for an Outline Business 
Case is at risk, as the HIF fund is currently oversubscribed, and consequently, there is 
no guarantee that the scheme will progress to construction. If the project does proceed 
through to a Full Business Case and delivery, then there is possibility that some of the 
£1m can be capitalised and claimed back from the £249m capital that would be 
allocated by Homes England for the scheme.£450,000 of the £1m has already been 
allocated from GCC revenue budgets. The additional £550,000 is proposed to come 
from 2 potential sources. £275,000 will be submitted as a bid to Homes England, who 
has a revenue pot available for local authorities for business case development work. 



The remaining £275,000 is requested to be supported by the Gloucestershire Economic 
Growth Joint Committee, with a request for £275,000 revenue request from the 
Business Rates Retained Pool: Strategic Economic Development Fund.

ii) Economic Intelligence Request

33.This request relates to the activities and work of the Officer Working Group established 
to consider how partners can work collectively to improve the collation of data and 
intelligence across the county to strengthen the current economic baselines. The group 
undertook a review of economic data management practices, with the aim, primarily of 
improving collective knowledge of the economic baselines available and highlight any 
gaps, to potentially support future economic growth investment, intervention activities 
and funding bid applications.  Members were updated on progress of this work at the 
last Joint Committee in June.

34. In support of enabling future economic growth in the county, the group have undertaken 
a stocktake of current core data sets held locally, regionally and nationally across the 
wider partnership. It has also carried out an assessment of the known information/data 
gaps and exploration of the opportunities to improve the current baseline position and 
enhance the current public access portal and repository INFORM, managed by GCC. 
An economic intelligence summary dashboard reference tool has also been developed 
and shared with Members to illustrate the range of data held.

35.As part of the forward strategy and resource plan to bolster the County’s economic 
baseline, a number of commissioning opportunities have been identified. The Working 
Group is seeking the Joint Committee’s support and commitment to identify a funding 
pot of £50,000 to support this work, which will greatly assist and make an effective 
contribution to the emerging efforts by GFirst LEP, to undertake a review and update of 
the current Gloucestershire Strategic Economic Plan and commence the early 
groundwork on the preparation of a Local Industrial Strategy. This will be a critical 
element of future joint efforts to position and present Gloucestershire strongly to 
Government for any future growth enabling interventions and funding programmes. 


