
ENCLOSURE  9.1 

CANNOCK CHASE COUNCIL 

CABINET 

19 JULY 2012 

REPORT OF CORPORATE DIRECTOR & HEAD OF FINANCIAL MANAGEMENT 

RESPONSIBLE PORTFOLIO LEADER – ECONOMIC DEVELOPMENT & PLANNING 

POOLING OF BUSINESS RATES – EXPRESSION OF INTEREST 

KEY DECISION – NO 

 

1. Purpose of Report 

1.1      To provide information on Government policy proposals contained in the Local 
Government Finance Bill for the introduction of a rates retention scheme. 

 
1.2  To update on discussions held in the Greater Birmingham and Solihull Local Enterprise 

Partnership, and Staffordshire and Stoke On Trent LEP on the pooling of business rates. 
 
1.3  To determine whether the Council should participate in the submission of an Expression of 

Interest for  
o Greater Birmingham and Solihull Local Enterprise Partnership 
o Staffordshire and Stoke on Trent 

  
to the Department of Communities and Local Government by 27th July 2012 whilst retaining 
the option to withdraw from the proposal. 

 
1.4 Prospectuses for each of the Pools are still subject to ongoing discussions within 

Treasurers Groups supporting the development of Expressions of Interest and a copy of 
draft Prospectuses will be circulated as soon as they available with a further update being 
provided at the meeting if required. 

 

2. Recommendation(s) 

Cabinet are recommended to  
2.1 Determine whether or not to be part of an Expression of Interest by 27 July 2012 to pool  

business rates from 1 April 2013 whilst retaining the option to withdraw from any proposal 
thereafter. 

2.2 Subject to 2.1, determine whether to participate in the Expression of Interest to pool 
business rates with Greater Birmingham and Solihull LEP OR Staffordshire and Stoke on 
Trent LEP OR Staffordshire County Council. 

2.3 Subject to 2.1 above, authorise the Chief Executive and Section 151 Officer in consultation 
with the Leader and Economic Development and Planning Portfolio Holder to submit any 
Expression of Interest for the Business rates retention pooling scheme as may be 
determined. 
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2.4 Subject to 2.3, receive a further report on the details of risk sharing and governance 
arrangements for the pooling of business rates scheme in order to determine whether this 
Council wishes to formally proceed or not from 1 April 2013. 

2.5 For the reasons set out in the report relating to the timescale for responses, any decisions 
relating to the submission of the Expression of Interest be not subject to call-in. 

3. Summary (inc. brief overview of relevant background history)     

3.1 The Government is proposing to make major changes to the local government financing 
system and these proposals are now contained in the Local Government Finance Bill 
following a national consultation in 2011 on the Local Growth White Paper. One of the key 
changes is that it is proposed that local authorities retain business rates in order to provide 
better incentives at a local level for economic growth and this is to take place from 1 April 
2013. 

 
3.2 The Department for Communities and Local Government (DCLG) published Business 

Rates Retention Scheme – Pooling Prospectus in May 2012. This provides a framework 
for the voluntary pooling of business rates revenues between different local authorities. 

 
3.3 If local authorities are interested in pooling business rates with other local authorities, the 

DCLG require an expression of interest to be confirmed by 27 July 2012. With the date of 
Cabinet falling on 19 July, it will be difficult to adhere to the Council’s normal Call In 
procedure timetable and it is therefore suggested that this waived only in relation to the 
submission of any Expression of Interest. 

 
3.4 Discussions have taken place with local authority partners as part of the Birmingham and 

Solihull Local Economic Partnership and Staffordshire and Stoke on Trent Councils and 
the overall conclusion is that pooling with either the LEP or Staffordshire authorities should 
be progressed by the submission of an expression of interest at this stage. 

 
4. Key Issues and Implications 

4.1 Pooling of business rates between local authorities provides opportunities to smooth the 
impact of volatility in rates income, generate additional growth through collaboration and 
strengthen collaborative working especially within economic partnerships. 

 
4.2 A financial benefit is that the calculations for individual authorities are aggregated for a 

pool enabling Tariff Authorities and Top Up Authorities to be combined to form in effect a 
new Business Rates Authority. If the group of local authorities are in a net top up position 
then the pool is not subject to a levy payment, (the levy limits growth proportionate to its 
spending baseline) and   retains the levy in full, whereas the levy payment of a net tariff 
situation will see its levy payments reduced pro-rata,  It would then need to be decided by 
the pool how such retained business rates growth income is distributed between its 
partners. 

4.3 The original proposals as included in the Governments Pooling prospectus required a 
pooling proposal to be submitted by the 27 July based upon a standard template that 
included reference to Governance arrangements including a Pooling agreement. 
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4.4 To date limited details of how the new Business Rates system will work are available and 
although various models exist that show the benefits of pooling the definitive DCLG Model 
is still awaited. The paragraphs below highlight a number of the uncertainties that exist 
which would have undoubtedly prevented the DCLG deadline being met. The 27 July 
deadline has now been amended to be an Expression of Interest rather than a proposal 
with the ability to withdraw before the Pooling arrangement is designated by Government 

4.5 The issue is particularly complicated with a number of financial; economic 
regeneration/enterprise and governance issues involved. 

4.6 Cannock Chase is a member of two LEPS but can only be a member of one pool. CCDC is 
however part of two tier arrangements which under the Business Rates Retention model 
involves 20% of Business Rates growth / contraction being pass ported to Staffordshire 
County Council.  

4.7 Membership of both LEPS as at present provides opportunities for economic growth and 
access to other funds and hence pooling arrangements cannot be examined in isolation. 
The ability to generate economic growth will need to be taken into account and the 
Business Rates pooling decision will ultimately determine which LEP Cannock Chase 
remains a member of particularly in the medium to longer term. In particular investment by 
the LEP and or County Council will diminish if the rewards are effectively distributed 
outside that area. 

4.8 Finance officers have explored pooling arrangements with both the GB&S LEP and 
S&SOT. There are four key elements to the financial considerations  

o The make up of authorities within the proposed pool 

o The Growth /Risk Potential of the participating authorities both as an 
individual authority and as part of the pool 

o The degree of pooling to be undertaken 

o The other financial implications of the pool. 

4.9 Based upon the current membership of the GB&S LEP and S&SOT pools, and 
assumptions of how the Business Rates Retention model both pools are effectively Top Up 
authorities and hence would potentially offer savings purely on the Levy that Tariff 
Authorities would have had  to pay. This make up would however change if certain 
authorities opted not to pool or join an alternative pool. 

4.10 The amount to be saved is ultimately dependant upon an assessment of how business 
rates will grow or contract in each pool. This again is dependant upon whether each 
authority elects to pool. A downside of pooling is that an authority automatically foregoes 
the Government safety net arrangements and is dependant on the success and distribution 
arrangements of the pool. 

4.11 Pooling arrangements enable all of business rates to be pooled or only the levy or 
additional income attracted under pooling. The preferred GB&S LEP approach is for all 
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business rates to be pooled; although initially it is likely that only the Levy will be pooled. 
S&SOT favour the levy approach. 

4.12 Due to the number of uncertainties that exist at this time the approach of “No Loss” is 
favoured by the majority of authorities. This entails that an authority would receive the 
allocation they would have received if they were not in the pool – hence only the levy is 
being pooled and this effectively underwrites any safety net payment but provides a pool 
for distribution of monies that otherwise would have been paid back to the Government. 

4.13 The underlying theme within the GB&S LEP is to move to adopt the LEP’s strategy and 
priorities for economic growth and distribute resources based upon needs across the pool. 
How this would work and the implications for CCDC are too early to determine at this stage 
and would need to be worked up over the coming months. 

4.14 S&SOT are similarly at an early stage and the latest discussion paper on how additional 
resources could be best used to support economic growth includes proposals for  

• A proportion is retained by billing authorities to maintain an incentive to participate in 
the pool. It would be up to each individual authority to decide how to use this money. 

• A proportion is recycled directly for use in delivering key projects across the area; 

• A proportion is placed into a contingency reserve to enable the pool to offer a 
protection mechanism to authorities who would have otherwise received a safety net 
payment from the government; 

 

4.15 Apart from the potential financial benefits of pooling itself , the pooling of business rates 
requires other funding streams to be considered notably the ability  to benefit from the 
growth of the relevant LEP ; attract additional grant funding etc amongst others. 

4.16 The Government criteria for pooling include that it must be voluntary, the governance 
arrangements must be signed off by the Chief Executive and S151 Officer; if the pool 
dissolves then each authority would revert to their individual position and lower tier 
authorities (Districts) do not have to join the same pool as their upper tier authority (County 
Council). 

4.17 This places not only the districts in two tier arrangements in a difficult position but also the 
credibility of Expressions of Interest of GB& S LEP and S& SOT. At the time of writing due 
to the uncertainties involved a few district are considering placing two Expression of 
interests – although they can only be on one pool. This is unlikely to be seen as favourable 
by DCLG in supporting the development of pools since under existing timetables proposed 
pools will be consulted on in September and Designated in November. 

4.18 An option to defer the Pooling Proposal for either GB&SLEP or S& SOT is not supported 
since the benefits of pooling in 2013-14, including not only growth in that year but 
potentially growth in 2012-13 (due to a three year average baseline) is effectively lost  

4.19 Cannock Chase Council has been invited to participate in an expression of interest to pool 
business rates within the Birmingham and Solihull LEP and Staffordshire and Stoke on 
Trent and member’s views are requested.  
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4.20 Discussions are still ongoing with the two “pools” and further details are being considered 
by the Treasurers Groups, that are supporting the development of the Expressions of 
Interest, over the next few days. Details of the outcomes of these meetings together with a 
copy of draft Prospectuses will be circulated as soon as they available in advance of 
Cabinets meeting.. 

 
5. Conclusions and Reason(s) for the Recommendation(s) 

5.1      Economic growth and prosperity are key priorities of Cannock Chase Council. There are 
potential benefits for the Council in entering a pooling arrangement within the Greater 
Birmingham and Solihull Local Enterprise Partnership or Staffordshire and Stoke on Trent. 

5.2 This proposal is coming forward to Cabinet because there is an opportunity to participate in 
an Expression of Interest in the pooling of business rates by DCLG national deadline of 
27th July 2012 for any pooling scheme to start from 1 April 2013. 

 

6.         Other Options Considered 

6.1 The other options are to defer a decision for a year until further details are available or not 
to pool business rates at all. The report also refers to submitting two expressions of interest 
however this is not supported – with the information currently available – since it is believed 
this will undermine both applications. In addition an Expression of interest to pool business 
rates can be withdrawn at a later date if it is not in the best interests of this Council to 
participate. 

 
7. Report Author Details 

7.1        Tony McGovern, Corporate Director.  Extension 4347 

 Bob Kean, Head of Financial Management. Extension  
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SCHEDULE OF ADDITIONAL INFORMATION 

INDEX 

Contribution to Council Priorities (i.e. Corporate Priorities) Section 1 

Contribution to Promoting Community Engagement Section 2 

Financial Implications  Section 3 

Legal Implications  Section 4 

Human Resource Implications Section 5 

Section 17 (Crime Prevention)  Section 6 

Human Rights Act Implications  Section 7 

Data Protection Act Implications Section 8 

Risk Management Implications Section 9 

Equality and Diversity Implications Section 10 

List of Background Papers Section 11 

Report History Section 12 
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Section 1 

Contribution to Council Priorities (i.e. Corporate Plan) 

One of the Council’s key priorities is prosperity and economic growth. The pooling of business 
rates with other local authorities could deliver additional financial benefits to support the priorities of 
the Council. 

Section 2 

Contribution to Promoting Community Engagement 

National consultation has taken place on this issue via the Local Growth White Paper including the 
specific issue of reforming the business rates system. The Government also published its response 
to the consultation in December 2011 confirming its commitment to introduce a rates retention 
scheme and this is included in the Local Government Finance Bill. 

Section 3 

Financial Implications  

There Financial implications of pooling have been referred to throughout the report but can be 
summarised as follows 

Poling of Business Rates enables local authorities to retain business rates which otherwise would 
have been paid over to the Government in the form of a levy. 

How such monies are used will be determined by the governance of the pool however a key 
element of both proposals is to invest and support the economic growth strategies. Pooling is also 
seen as a means of smoothing out the volatility in business rates / an unexpected shortfall in any 
particular year. It is however unlikely that a pool would provide a sufficient safeguard where a 
major business rates provider failed since funding for economic growth would be permanently 
redirected to assist the core funding of one authority. Advantages would exist for both the pool and 
for that authority its membership to be dissolved.  

It is difficult to quantify the exact benefits to the pool of savings on the Levy since the Business 
Rates Scheme is not yet fully designed and different interpretations exist on the knowledge 
currently available  

A DCLG model is due out shortly and this will be populated with growth expectations for the two 
proposals to provide additional information to members. 

Similarly Governance arrangements for how such monies are utilised for each proposal require 
clarification since it is essential that  the “No Loss “ approach applies for 2013-14. 

 

Section 4 
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Legal Implications 

Section 5 

Human Resource Implications  

There are no direct HR implications arising from this report 

Section 6 

Section 17 (Crime Prevention) 

There are no identified Section 17 implications arising from this report. 

Section 7 

Human Rights Act Implications 

There are no identified implications in respect of the Human Rights Act 1998 arising from this 
report. 

Section 8 

Data Protection Act Implications 

There are no identified implications in respect of the Data Protection Act arising from this report. 

Section 9 

Risk Management Implications 

The Risk Management Implications of pooling have been referred to throughout the report but can 
be summarised as follows. 

The pooling of Business Rates enables a greater proportion of Business Rates to be retained by 
Authorities by avoiding or reducing Levy payments to the DCLG. However the distribution of any 
saving will be determined within the Governance arrangements of the pool. Safety Net payments 
would also be determined at an overall pool level and hence an individual authority would be 
dependant upon pool Safety Net arrangements rather than a National mechanism 

The pooling of Business Rates can vary from all Business Rates being pooled and then re 
distributed to only the Levy payment saving being pooled. To date only the risks and benefits of the 
latter are quantifiable and it is unlikely that a total business Rates model can be designed, 
evaluated and implemented for 2013-14.  

Based upon the current budget strategy of the Council and the number of uncertainties that exist at 
this time the approach of “No Loss” arrangement as reflected in the “levy payment “saving is the 
only viable option at this stage. This entails that an authority would receive the allocation they 
would have received if they were not in the pool – hence only the levy is being pooled and this 
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effectively underwrites any safety net payment but provides a pool for distribution of monies that 
otherwise would have been paid back to the Government. 

An Expression of Interest enables the authority to explore and influence the financial benefits of 
pooling and proposed Governance arrangements with the ability to withdraw from any pool 
arrangement before it is designated. 

 

Section 10 

Equality and Diversity Implications 

There are no identified implications in the report. 

Section 11 

List of Background Papers 

Business Rates Retention Scheme Pooling Prospectus, Department for Communities and Local 
Government, May 2012. 

Report to LEP Chief Executives from LEP Finance Director (20 June 2012) 

                                                                                                                                           Section 12 

Report History 
 


