
 

 
 

Report to: Policy and Resources Committee, 3rd November 2020 
 

Report of: Corporate Director - Finance and Resources 
 

 
Subject: BUSINESS RATES POOL ARRANGEMENTS 2021/22 

 
1. Recommendation 
 

1.1 To note the use of urgency powers to agree to participate in the 
Worcestershire business Rates Pool for 2021/22 only; and 

 
1.2 To delegate to the Corporate Director, Finance and Resources authority to 

finalise the arrangements for the pool in consultation with the Chair and the 
Vice-chairs of the Policy and Resources Committee. 

 

2. Background 
 

2.1 At its meeting of 5 November 2019, the Committee approved a proposal to form a 
business rates pool consisting of all local councils in Worcestershire, Hereford and 
Worcester Fire and Rescue Authority and Herefordshire Council.  

2.2 The final outturn for the 2020/21 is still subject to audit but estimates indicate that 
the pool has been beneficial in retaining £3.74m in the local area. 

2.3 The Council now needs to determine whether it wishes to continue to participate in a 
pool for the financial year 2021/22. At present it is anticipated that this will be on 
the basis of 50% growth retention, as in 2020/21. The government has not indicated 

that it has any plans to introduce a 75% or 100% retention scheme, other than for 
the existing pilots, for the coming financial year.  

2.4 Herefordshire Council has indicated that it intends to withdraw from the pool. 
Therefore, the members will be the six district councils, the county council and the 
fire and rescue authority. 

2.5 The deadline for confirming arrangements for 2021/22 was 23 October 2020. This 
pre-dated the Policy and Resources Committee on 3 November, the first available 

meeting that could approve the proposals. Under the Scheme of Delegation to 
Officers an urgent decision can be made in consultation with the Chair and Vice-chair 
of the relevant committee, subject to a report to the next meeting of that 

committee. Therefore, urgency powers were used to enable a formal commitment 
and to delegate responsibility to officers to finalise the agreement in discussion with 

other participating councils. The Committee is asked to note the use of these 
powers. 

3. Further information 

3.1 The benefits of being in a business rates pool are that: 



 

 Growth income which would otherwise be paid to MHCLG through a levy is 
retained locally because of the operation of the system of tariffs and top-ups that 

apply in two-tier areas. 

 Pool membership also allows for a degree of risk sharing between Pool members. 
The Worcestershire pool members have previously established a ‘risk reserve’ to 

mitigate the impact of reductions in business rates on any of the constituent 
members, although this was redistributed on the dissolution of the pool that 

existed to 31 March 2019. There is no intention to create a risk reserve for 
2021/22 as the pool is for one year only, pending a decision regarding 75% 
retention levels for future years. However, a ‘no detriment’ clause has been 

retained which guarantees that no Council will be worse off within the pool than it 
would have been outside it. 

 A degree of county-wide economic planning can be achieved by reaching joint 
agreements about the use of any retained levy which can be combined and 

directed towards mutually agreed priorities.  

3.2 The full governance arrangements for the pool are set out for information at 
Appendix 1. 

 
Sharing of surplus and risk management 

 
3.3 The major risk in relation to business rates is volatility. In the event that major 

ratepayers appeal successfully against their rates bills or premises become vacant, 

for example, the reduction in rates will have a significant direct impact on the local 
authority and its preceptors. Provisions for appeals are included in estimates of 

income from business rates to mitigate the first of these risks. 
 

3.4 Participating in a pool helps to mitigate the second risk in general through the 

operation of safety nets but a specific risk reserve can be used so that the collective 
income into the pool can offset the losses of any individual organisation.  

 
3.5 As with the previous years, the principle that the participating authorities are 

adhering to is that no organisation will be better or worse off than they would have 

been if outside the pool. This means that no risk reserve will be established for the 
purposes of a one-year arrangement, although the operation of the pool itself will 

result in some level of risk sharing. The arrangements proposed are on the basis that 
the pool: 
 

(i) Shares the gains 40 County Council and FRA: 60 Districts 
(ii) Does not use a risk reserve 

(iii) Firstly spreads the pooling gains to cover any losses within individual 
authorities  

(iv) Scales all members’ funding if there is a loss by the same percentage (i.e. so 

that all members incur the loss and not just those above the safety net).    
 

3.6 MHCLG have also confirmed that a 28 day cooling off period will apply for 2021/22, 
which would mean if an event were to trigger an overall loss between now and 28 
days after the provisional settlement (so mid January) the pool could be stopped and 

losses avoided. It should be noted that this 28 day period does not allow individual 
authorities to withdraw but only for the application to pool to be cancelled and no 

pool to be formed. 



 

3.7 It is estimated that there needs to be a 11.5% reduction in business rates across the 
County to result in the pool not providing a local benefit. Each participating council 

does, however, need to make its own arrangements for mitigating risk. Worcester 
City Council currently has £3.334m held in a Business Rates Risk reserve to help 
mitigate the impact of any unexpected reductions in business rates income. 

 
4. Preferred Option  

 
4.1 To participate in the Worcestershire Business Rates Pool in 2020/21 on the basis 

that: 

 each individual authority, will receive at least the same level of funding they 
would have received without the Pool  

 
 any remaining amount (the “Net Retained Levy”) will be shared by pool members 

using the basis of 40% to the County and FRA: 60% to the districts and in 
accordance with the ratio of levy contributions paid. This allocation methodology 
looks to reward members of the pool for achieving business rate growth. 

5. Alternative Options Considered 
 

5.1 Not to be part of the pool. This would result in the Council paying any levies due to 
MHCLG in full, with none retained in the local area, and not receiving any share of 
the Net Retained Levy on the pool. 

6. Implications 
 

6.1 Financial and Budgetary Implications 
The benefits of participating in the pool are set out above. Participating in the pool 
should not result in any reduction in planned business rates.  

 
6.2 Legal and Governance Implications 

Schedule 7B to the Local Government Finance Act 1988 provides the framework of 
the pooling arrangements including the designation of a lead authority and 
Governance requirements.  New arrangements for business rates are set out in the 

Local Government Finance Act 2012.  Part 9 of Schedule 1 deals with pooling of 
authorities. Under paragraph 34, the Secretary of State may designate a pool only if 

each authority concerned has agreed to it.  The Act makes no provision for 
agreement to designation for pooling to be given by full Council. In the absence of 
such explicit statutory provision and given that the Policy and Resources Committee 

is responsible for finance matters, the decision can be made pursuant to the urgency 
powers in the Scheme of Delegation to Officers and then reported to the Policy and 

Resources Committee for noting. 

6.3 Risk Implications 
The risks relating to the operation of the pool are set out in the report. The extent to 

which any council is at financial risk within the pool is measured by the level of 
potential reduction in business rates income as a result of loss of businesses in the 

area or reduction in values through appeals. Provisions are made on an annual basis 
to cover bad debts and the potential loss of value on appeals. The current exposure 
is a loss of value up to 92.5% of projected income due to the operation of the safety 

net.  
 

 



 

6.4 Corporate/Policy Implications 
There are no direct policy implications arising from this report. 

 
6.5 Equality Implications 

The revised arrangements for business rates do not affect services or facilities for 

individual members of the public. There are, therefore, no equalities implications. 
 

6.6 Human Resources Implications 
None arising from this report. 
 

6.7 Health and Safety Implications 
 None arising from this report 

 
6.8 Social, Economic or Environmental Implications 

None arising from this report. 
 

 

 
Ward(s):   All wards 

Contact Officer: Shane Flynn. 
 Email: shane.flynn@worcester.gov.uk 
 Tel: 01905 722536 

Background Papers: None  
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