
1

Report to: Cabinet, 27th October 2015

Report of: Cabinet Member for Resources

Subject: WORCESTERSHIRE BUSINESS RATES POOL

1. Purpose of Report

1.1 To update Cabinet on the latest position on the Worcestershire Business Rates Pool 
in the light of the recent GP Surgeries revaluation issue.

1.2 To seek Cabinet endorsement for Worcester City Council to continue its membership 
of a Worcestershire Pool for business rates from April 2016.

2. Background

2.1 At its meeting of 11th September 2012, Cabinet considered the proposed local 
retention of business rates arrangements and recommended that Full Council should 
consider establishing a business rates pool with other Worcestershire Councils.

2.2 The proposed pool arrangement focused on pooling the locally retained levy which 
otherwise would have been payable to Government by the District Councils.  The 
pool governance arrangement allowed for half of the retained levy to be used to 
establish a risk/reward reserve and the other half to be shared with the County and 
District Council levy contributors.  Pool membership also meant that access to the 
Government’s national safety net facility was less likely in the event of business 
rates losses.  The national safety net mechanism is triggered once a Council’s 
business rates income reduces by more than 8% below its baseline business rates 
funding level.

2.3 It was also anticipated that such a pooling arrangement would help the economic 
growth agenda, given that all the partners were from the same LEP area.  It was 
hoped that pool members would be encouraged to adopt a wider approach to inward 
investment and could make available resources to support economic development 
initiatives.  

2.4 As members will be aware, Worcester City Council did become a member of the 
Worcestershire Business Rates Pool from April 2013, along with Malvern Hills District 
Council, Wychavon District Council, Wyre Forest District Council and Worcestershire 
County Council.  

3. Worcestershire Business Rates Pool – Performance to Date

3.1 In the first year of operation 2013/14, all members of the Worcestershire Pool 
benefitted from membership.  Retained levy paid into the Pool amounted to 
£396,000 and this allowed additional payments to members totalling £193,000, with 
Worcester City receiving £44,000 of this, and safety net payments of £193,000 split 
between two members of the pool.  One of these members would have received a 
Government safety net payment of £56,000 had they not been in the Pool, so the 
overall gain to Worcestershire councils as a result of Pool membership was 
£340,000.
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3.2 A similarly positive outcome would have occurred again in the 2014/15 year, had it 
not been for the impact of successful valuation appeals by GP surgeries in 
Worcestershire.  Worcester City Collection Fund  has already refunded c£2m of 
backdated appeals, and this is expected to rise to £3.3m  Similar refund figures are 
forecast for Malvern Hills DC and Wychavon DC.  The backdated refunds cover the 
period April 2005 to March 2015.  Prior to April 2013, the previous national business 
rates scheme was in operation, which means that the majority of the ‘overpayment’ 
of business rates by these GP surgeries was paid to central government, not local 
government.

3.3 Provisions for these significant losses have been made in each Council’s Collection 
Fund in the 2014/15 accounts.  The losses mean that there is no retained levy to pay 
into the pool and therefore no financial benefits to pool members in 2014/15.  Had 
the Worcestershire district councils not been members of the Pool in 2014/15, then 
Government safety net payments totalling around £3m would have been made.  No 
safety net payments were actually made.

3.4 Worcester City Council will incur its share of these losses totalling some £1.3m in 
relation to backdated refunds, and a reduction in business rates income of £140k 
p.a. from April 2015 onwards.  If the Government’s safety net payments were 
available in 2014/15 then approximately £900k would have been payable to offset 
the backdated refunds.  

4. Worcestershire Business Rates Pool – Future Arrangements

4.1 Consideration now needs to be given to our membership of a Worcestershire 
business rates Pool for 2016/17. 

4.2 It is understood that Malvern Hills District Council (MHDC) will be considering their 
Pool position at a meeting of their Executive Committee on 27th October 2015.  
MHDC have experienced a number of other business rates changes since April 2013, 
and as a consequence they are likely to be much closer to accessing the Government 
safety net next year and less likely to be making levy payments compared to other 
Pool members.  Therefore, being outside of a Pool, for now at least, is a potentially 
more attractive prospect for MHDC.  

4.3 If any of the Pool members decide to leave then the Pool should be automatically 
disbanded for the following year and an application to form a new Pool would need to 
be made to the Government.  Previously, DCLG have produced a Pooling Prospectus 
in June of the previous year, with the deadline for applications being the 31st 
October.  

4.4 This year DCLG have not published a Pooling Prospectus nor had they confirmed any 
deadlines.  The assumption is that DCLG were awaiting the outcome of the 
Chancellor of the Exchequer’s announcements on business rates at the recent 
Conservative Party Conference.  Now that this has happened, confirmation has been 
received from DCLG that although there will not be a new pooling prospectus for 
2016/17, we should still work to the 31st October deadline for new pool or amended 
pool requests, although they note that there are no guarantees that Ministers will 
want to create new pools or amend existing pools for 2016/17. 
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4.5 Worcester City’s business rates circumstances are different to those of MHDC.  Our 
business rates yield has steadily increased since 2013 and had it not been for the 
revaluation of GP surgeries our gain would now be c£300k per year, growth which is 
included in our current Medium Term Financial Forecast (MTFF).  This also means 
that, all things being equal, Worcester City is less likely to be in a position to access 
the Government safety net.  In other words, a much more significant loss in income 
is required to achieve our threshold for triggering Government safety net payments.

4.6 The benefits of being in a Pool in terms of levy being retained locally remain.  Pool 
membership also allows for a degree of risk sharing between Pool members, 
provided losses are not significant and that there are sufficient resources within the 
Pool risk reserve to compensate councils with business rates losses.  

4.7 In summary, Pool membership benefits are:

 to allow local retention of levy on business rates growth which would otherwise 
be paid to Government;

 to provide a degree of protection against business rates losses through a risk 
reserve, and;

 to encourage economic growth through increased collaboration amongst 
members.

4.8 As a general principle the Worcestershire Pool and other Pools locally, operate on the 
principle that no council is worse off in the Pool than outside the Pool.  As mentioned 
above, this means for Worcestershire that amounts paid into the Pool by councils are 
limited to the levy amount that they would have otherwise paid to the Government. 
However, it should be noted, that in the event of widespread significant losses, as in 
the case of the revaluation of GP surgeries, then the amount available from the Pool 
risk reserve will be less than that which would be available from the Government 
national safety net facility.  

4.9 Worcester City Council’s decision to continue Pool membership from 1 April 2016 
largely depends on our expectation of any further significant business rates losses in 
Worcester.  Based on current appeals outstanding, there is no reason to suspect that 
there will be any such significant losses.  The Council has already made reasonable 
provision for any remaining outstanding appeals and at this stage, we are not aware 
of any changes which would lead to further significant losses.  

4.10 The Pool is performing well in the current year 2015/16 with an estimated total levy 
saving for the year of over £600,000 and all members being better off in the Pool.  
Malvern Hills District Council are likely to receive a risk reserve payment from the 
Pool greater than they would have received from the Government’s safety net. 

4.11 At this point in time, being part of a Worcestershire Pool for business rates in 
2016/17 would seem to be in the City Council’s best interests.  It is likely that the 
existing Pool will need to be dissolved by DCLG and that if there is enough support to 
form a new Worcestershire Pool, the membership will be slightly different and the 
Pool governance arrangements will need to be updated.  This depends on the 
decision making outcomes at other councils and DCLG’s position on the creation of 
new pools or amended pools for 2016/17.

5. Equalities, Financial, Health and Safety, HR, Legal, Policy, and Risk 
Management Implications 
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5.1 Equalities, Health and Safety, HR – no implications arising from this report

5.2 Financial – included within this report

5.3 Legal –The dissolution of the existing Worcestershire Pool is required under the 
existing governance arrangements for the Worcestershire Pool when one of the 
members wishes to leave the pooling arrangements. The Councils can continue to 
operate a pooling arrangement if they wish, however this is subject to the approval 
of DCLG.  Once DCLG approval has been obtained, it will be necessary to amend the 
governance arrangements for the Worcestershire Pool to reflect the revised 
membership.   

5.4 Policy – membership of a Worcestershire Pool for business rates should have a 
beneficial impact on the local economy, as outlined in the report, which is in line with 
the Council’s Corporate Plan themes to increase prosperity through successful 
business and to grow a vibrant city with sports, leisure and retail.

5.5 Risk Management – the localised business rates regime introduced in 2013, 
transferred a significant amount of the risk and reward volatility to the local area.  
Reward i.e. growth, is shared 50/50 with Government from day one, whereas losses 
only attract safety net payments when a council has fallen some 8% below its 
business rates baseline.  Joining a pool with a mixture of District Councils and the 
County Council, should ensure that more of any business rates growth is retained 
locally whilst offering some protection to the Council against volatility of business 
rates. 

6. THE CABINET MEMBER FOR RESOURCES, COUNCILLOR CHRIS MITCHELL, 
RECOMMENDS: 

6.1 That Cabinet note the report and updated position on the Worcestershire 
Business Rates Pool;

6.2 That Cabinet support the continuation of a Worcestershire Pool for business 
rates from April 2016, with Worcester City Council as a participating 
member; and

6.3 That should a Worcestershire Pool exist from April 2016, any amendments 
to the pool governance arrangements arising from matters set out in the 
report are made under previously agreed delegated authority by the 
Managing Director and S151 Officer, in consultation with the Leader and the 
Cabinet Member for Resources.

Ward(s): All
Contact Officer: Lesley Meagher, Tel: 01905 722595, email: 

lesley.meagher@worcester.gov.uk
Background Papers: None 


