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100% BUSINESS RATES RETENTION PILOT 2018/19 

1. Summary

1.1 The Department for Communities and Local Government (DCLG) has invited 
local authorities to participate in a pilot of 100% Business Rates Retention in 
2018/19. The local authorities in Kent have worked together to develop a Kent 
Pilot proposal. This report asks Members to note that this pilot proposal has 
now been submitted which includes Dartford Borough Council.

2. RECOMMENDATION

2.1 That Members note that a proposal has been submitted to the Department for 
Communities and Local Government, to include Dartford Borough Council’s 
participation in the Kent wide 100% Business Rates Retention pilot for 
2018/19.

3. Background and Discussion

3.1. The Government introduced a new 50% Business Rates Retention 
Scheme from 1 April 2013. The scheme provides an incentive to 
councils to grow their local economy by allowing them to retain a 
proportion of any business rates growth. In return, councils also share 
the risk of losses of business rates income, subject to a safety net 
mechanism.

3.2. As part of the scheme, the Government set a baseline funding level for 
each authority. The first 50% of any additional business rate yield 
above this baseline goes to the Treasury with the balance being split 
80% to the Borough and 20% to the County and major preceptors. On 
the Borough’s share, a 50% levy is then payable to the Government.

3.3. Local authorities are able to come together on a voluntary basis to pool 
their business rates, allowing them to retain a greater percentage of 
any growth within the local area. The Council is currently part of a Kent 
pool, which includes Kent County Council, Kent Fire and Rescue and 
all the districts, with the exception of Dover and Sevenoaks. This has 
enabled the levy rate to be reduced to 3.6%, with an anticipated benefit 
across Kent for 2017/18 of £7.3m. This benefit is split 30% to the 
Borough; 30% to Kent County Council to be used to the benefit of 
growth throughout the pool area; 30% to joint regeneration projects in 
the Borough area; and 10% to a contingency pot to authorities within 
the pool that fall into a safety net position. 

3.4. The Government had planned to move to 100% Business Rates 
Retention in 2019/20. While this proposal is currently in doubt after 
relevant legislation was dropped from the Parliamentary calendar, the 
DCLG has nevertheless invited local authorities to participate in a pilot 
of 100% Business Rates Retention in 2018/19.
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3.5. The DCLG have issued a pilot prospectus which encourages local 
authorities to apply as a pool, particularly in two-tier areas. The 
deadline for proposals is 27 October 2017.

3.6. Kent Finance Officers commissioned LG Futures, specialist public 
sector finance consultants, to carry out an assessment of the risks and 
rewards of the Kent local authorities pooling together as a pilot. 

3.7. On current projections, a pilot would deliver a financial benefit of 
around £18 million for the area as a whole in 2018/19. This benefit 
represents business rates income that would otherwise go back to the 
Treasury.

3.8. Participation in a pilot involves bearing the cost of any drop in income 
amongst pool members, subject to an overall pilot safety net of 97% of 
baseline business rates income. The current safety net is 92.5% so the 
potential loss under a pilot would be less than under the current pooling 
arrangement. LG Futures’ modelling also suggests that, based on the 
business rates income collected each year in Kent since 2015/16, there 
is ‘strong evidence’ that there will be increased business rates 
resources for Kent in 2018/19. The projected gain from participation in 
the pilot (£18 million) represents around 4% of Kent’s estimated 
2017/18 business rates income. It would therefore take a very 
significant setback to business rates income growth to wipe out this 
benefit, particularly in the context of steady growth over the last three 
years.

3.9. The Kent authorities are proposing a pilot to include Kent County 
Council, Kent Fire and Rescue, all twelve districts and Medway. This is 
considered an appropriate geography for a successful pilot bid as:

 it is an established and coherent functional economic area;

  it is coterminous with a range of public service planning and 
delivery arrangements;

  it shares common opportunities and challenges, particularly 
related to population growth; and

  it offers a balance of spatial and economic characteristics that 
are relevant to a national pilot – Kent’s profile includes large 
urban centres, rural communities and coastal towns, with wide 
variances in the viability of development, the ability to grow the 
business rates base and local economic opportunities.

3.10. Any pilot proposal must promote financial sustainability and stability; 
support population and housing growth; support investment and 
employment; incentivise collaboration and be fair, transparent and 
sustainable.

3.11. In order to meet the criteria, the bid proposes splitting the pilot gain 
70% to a financial sustainability fund and 30% to a housing and 
commercial growth fund.



CABINET
2 NOVEMBER 2017

3.12. The financial sustainability fund would provide greater certainty to all of 
the Kent local authorities to support them in managing the pressures 
associated with growth. It would provide a guaranteed revenue 
baseline for each authority and would link growth in funding with 
population increase and business rates increase. It would ensure that 
every authority benefits, whilst directing resources to those areas 
facing the greatest pressure. Funds would be used to support costs 
incurred by the local authorities in the exercise of their statutory 
functions, where these have increased due to growth, for example in 
relation to additional housing and community services and social care.

3.13. The housing and commercial growth fund would ensure there is a 
sufficiently large pool of resources to support future delivery, where 
outcomes can be better achieved by local authorities working together 
across a wider area. The fund would be distributed to the three clusters 
of North Kent, West Kent and East Kent based on each area’s share of 
total business rate receipts.

3.14. Maidstone Borough Council administers the existing business rates 
pool and, in the interest of continuity, has indicated that they are willing 
and able to take on the role as lead authority for the pilot.

3.15. DCLG requires local authorities to state whether they wish to continue 
with, or amend, existing pooling arrangements in the event of a pilot 
application being unsuccessful. Both Dover and Sevenoaks have 
expressed an interest in joining the current pool. This would have a 
negative impact on the levy rate payable on growth, increasing it from 
3.6% to 12.6%. It is therefore proposed, that in order to maximise the 
business rates income that is retained in Kent, that the existing pool 
remains but that a sum equivalent to what they would have received 
had they been in the pool is then paid to Dover and Sevenoaks from 
the pool’s contingency reserve. 

4. Relationship to the Corporate Plan

Business rate income forms a significant income stream for the 
Council. Ensuring that the Council maximises its income potential from 
business rates is key to supporting a sound financial strategy. This is 
an important element of the Council Performing Strongly theme.

5. Financial, legal, staffing and other implications and risk assessments

Financial Implications The potential gains from a Kent pilot are 
estimated at £18m for 2018/19. Dartford Borough 
Council’s share of this gain, as part of the 
financial sustainability fund, would be around 
£460,000. In addition, the North Kent cluster is 
anticipated to receive around £3 million as part of 
the housing and commercial growth fund. 

Legal Implications
 

To be accepted as a pilot for 2018/19, agreement 
must be secured locally from all relevant 
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authorities to be designated as a pool for 
2018/19 (in accordance with Part 9 of Schedule 
7B to the Local Government Finance Act 1988) 
and to put in place local arrangements to pool 
their additional business rates income.

Staffing Implications None

Administrative Implications None 

Risk Assessment Whilst being part of a pilot would mean bearing 
the cost of any negative growth amongst pool 
members, this would be subject to a safety net of 
97%, compared to the current pool safety net of 
92.5%. There is therefore a lower risk of a 
financial loss under a pilot than the current pool. 
Based on business rates growth across Kent 
over the last three years and projections of 
growth in 2017/18, it would take a significant set 
back in business rates income before the pool 
would fall into a safety net position.

6. Details of Exempt Information Category

Not applicable

7. Appendices

None
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