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1. Purpose of Report and Executive Summary

1.1 This report sets out the Council’s Medium Term Financial Plan (MTFP) and the 
draft 2018/19 revenue budget.

1.2 The Council has seen a dramatic change over the last eight years in how it is 
funded.  The Revenue Support Grant has reduced by over 90% and will 
disappear completely in 2020/21, and in its place the Council has become reliant 
on income sources that are related in full or in some part to issues that it has 
control of.  This sets the pattern for how councils will be funded in the future and 
this report sets out how the Council will move further down the path of financial 
self-sufficiency.

1.3 In their latest audit findings report Grant Thornton LLP, the Council’s external 
auditors, state in relation to the further reductions in Government funding that 
“The Council is taking a pro-active approach to address these pressures.  It 
continues to develop alternative income streams”.  They also said that “We 
concluded that the risk we identified was sufficiently mitigated and that the 
Council has proper arrangements for securing economy, efficiency and 
effectiveness in the use of resources.”

1.4 This report has to be prepared prior to the Chancellor of the Exchequer’s 22 
November budget and also before the Council receives the 2018/19 Local 
Government Finance Settlement.  It therefore represents an interim step in the 
development of balanced budget proposals which will be presented to Council on 
21 February.  The contents of this report will form the basis of the formal 
examination of the budget proposals by Scrutiny Committee on 25 January and 



the Scrutiny Committee will be updated prior to the Committee meeting on the 
impact of the Budget and the Settlement.

2. Background

Local Government Finance

2.1 The Council accepted the Four Year Financial Settlement which covers the 
period 2016/17 to 2019/20.  The funding streams included are Revenue Support 
Grant, business rate tariff and top up payments, Rural Services Delivery Grant 
and Transition Grant.

2.2 At this stage we are assuming that these elements where they apply to the 
Council are unchanged from the level previously notified but this has still to be 
confirmed.

2.3 The focus on the 2018/19 and 2019/20 financial years reflects the huge level of 
uncertainty over the business rates regime applying from April 2020, and how 
and whether the Government moves from a partial to a full localisation of 
business rates alongside a full business rates reset of the base position.

Business Rates

2.4 From 1 April 2013 business rates were part localised.  Whilst the rate in the 
pound is still set nationally, councils retain 50% of the growth in income over the 
2013 baseline.  In two tier areas, billing authorities such as this Council, retain 
40% of the growth, though there is also a complicated regime of “tariffs” and 
“levies”.

2.5 From the business rates pool that the Council participates in we can see the 
business rate growth figures for all the Kent Councils, and Swale is seeing by far 
the highest business rates growth of any of them.  Financially this is massively 
important for the Council.  Making reasonable and prudent assumptions based 
upon known growth for 2018/19 we are projecting a 14% increase in retained 
business which adds £908,000 of income.

2.6 The current level of provision for business rate appeals is £7.7m for all business 
rates collected by the Council.  A new appeals process came into effect from 
April 2017.  The procedure, known as ‘Check, Challenge and Appeal’ intends to 
reduce the number of appeals by allowing ratepayers to check the rental values 
on which the calculation of rateable value is based.  However, in 2017 there is a 
new rating list due to the revaluation, and therefore the number of appeals and 
changes to valuations is likely to increase.



2.7 At its meeting on 6 October Cabinet considered a report on a proposal for the 
Kent Councils to submit a bid to be pilot for the full localisation of business rates 
in 2018/19.  Kent Leaders unanimously agreed a proposal developed by the Kent 
Finance Officers on 19 October.  The draft submission is attached in Appendix I.  
It is thought that nationally there will be 4-5 pilots and given the additional funding 
it will generate for councils it is anticipated that there will be a large number of 
submissions.  We do not expect to hear the result until February.

2.8 Notwithstanding the business rate pilot submission we are also planning for the 
continuation of the current business rate pool for a third year in its current form 
including all district councils, except for Dover and Sevenoaks.  Over the three 
years we estimate that the Council has received an additional £1.5m in business 
rates which would otherwise have been passed over to the Government (half of 
this was received direct and half is for projects to be agreed with KCC).

2.9 Government had previously been committed to the full localisation of business 
rates and a full reset of the baseline.  It should also be said that the full 
localisation would have been accompanied by shifting responsibility for additional 
services to local government.  After the June election this was dropped from the 
Local Government Finance Bill and it is still not clear where Government wish to 
go on this issue.  Work also continues on the Fair Funding Review which looks at 
a revised needs based approach to funding local authorities.  A consultation 
paper is expected shortly with implementation in 2020/21.

Council Tax

2.10 The Council increased Band D Council Tax to £164.88 for 2017/18; this is still the 
second lowest in the county.  The revised approach taken in the 2017/18 Local 
Government Finance Settlement assumes that councils do increase their level of 
Council Tax and there will be no more Council Tax freeze grants.  Council will 
determine the level of Council Tax on 21 February.

2.11 The Council also continues to see a significant increase in the Council Tax base.  
For 2017/18 the level was 3% and currently we are forecasting 2.9% for 2018/19.

New Homes Bonus

2.12 In December 2016 the Government announced its long awaited changes to the 
calculation basis of the New Homes Bonus.  This had become a very important 
income stream for the Council but it had been clear that Government would seek 
to reduce the quantum available and change the basis of allocation.  The new 
allocation basis sees funding allocated for five years rather than six years in 
2018/18 and this reduces to four years in 2018/19.  The Government also 
introduced the idea of a deadweight assumption on housing numbers before any 
growth is taken in to account.  The figures included in this report reflect our latest 



understanding of how the system will operate and housing numbers locally.  
However, the Government can easily tinker with the allocation basis to free up 
money for particular purposes, such as finding additional funding for adult social 
care as they did last year.

Homelessness

2.13 By far and away the largest funding pressure on the Council is the increasing 
cost of homelessness, and more particularly of bed and breakfast 
accommodation.

2.14 This is a national issue and so there are a limited range of actions which the 
Council is able to take.  The most effective action has been to negotiate with 
Optivo a higher allocation of houses locally for short-term use at a cost well 
below those of bed and breakfast provision.  The Council has received excellent 
co-operation from Optivo on this issue.  The Housing Team is also looking at 
investment in prevention addressing root causes of homelessness.  Current 
issues will be exacerbated by the introduction of the Homeless Prevention Act 
from 1 April 2018 which puts even more onerous and costly responsibilities on 
councils.  In 2018/19 the Council will receive the flexible homelessness support 
grant of £197,520 and the New Burdens Homelessness grant of £87,490.

2.15 The latest in year budget monitoring shows a projected overspend of £161,000.  
There is no way of clearly establishing the level of demand which we will 
experience post 1 April 2018 so at this stage an additional £200,000 will be set 
aside and if this is not sufficient then reserves will be used in 2018/19 to 
supplement the budget.

Contractual Price Inflation

2.16 The Council’s major contracts include price inflation (or deflation) provisions.

2.17 The main contracts have the following provisions:

Contract Inflation Provision
Refuse/Street 
cleaning

Average Weighted Earnings (AWE) 40%, Consumer
Price Index (CPI) 40%, and Diesel fuel index 20%;

Grounds 
maintenance

Retail Price Index excluding mortgage interest
payments (RPIX)

Leisure Retail Price Index
Public 
Conveniences

RPIX currently; but new contract proposed weighting
of AWE 55%, CPI 35%, and Diesel fuel index 10%.



Staff Pay

2.18 The staff pay increase, to which members’ allowances are linked, is still subject 
to negotiation.  At this point budget provision has been made for a 1.2% increase 
in the pay bill.  The budget will also allow for staff increments where applicable.

Capital Programme

2.19 The Council will have a much enlarged capital budget for 2018/19 and beyond 
due to the Sittingbourne Town Centre (STC) regeneration project.  The Council 
has now signed the Development Agreement and the Funding Agreement for the 
leisure development following on from the retail agreement signed earlier this 
year.  The development also includes a substantial highways scheme part funded 
by the Local Enterprise Partnership.  The Council will also commence build in the 
first quarter of 2018 on the Multi Storey Car Park.

2.20 The initial STC work will be funded internally, i.e. from using the Council’s cash 
flow.  The Council’s treasury advisers ArlingClose have been commissioned to 
advise on the best approach to the total funding package.

2.21 The capital programme will be presented to Cabinet and then Council in 
February.

Balanced Budget Proposals

2.22 The approach to balancing the 2018/19 and 2019/20 budget will be based upon:

(1) Drive income - from Fees and Charges, new sources of
income, asset management,

(2) Deliver regeneration - generating additional Business Rates/New Homes
Bonus/Council Tax,

(3) Contracts – relet of contracts to achieve business outcomes and savings,

(4) Transformation - the Transformation Team continues to review Council 
services and seek opportunities to make more use of digital service provision, 
and

(5) Efficiency/staff savings- traditional approaches seeking efficiency savings.

 



3. Proposals

3.1 The Medium Term Financial Plan is our forecast of the financial position of the 
Council over the next three years and the main variables in the plan have been 
considered in section 2.  of this report.  The updated Medium Term Financial 
Plan is shown in Appendix II.

3.2 Variations over £5,000 from the 2017/18 revenue budget are set out in Appendix 
III.  These are shown against the following categories:

Heading Explanation
Growth Items These are items where the Council has discretion over the 

spend.
Unavoidable Cost 
Pressures

These are items where due to legal or contractual 
requirements there is no choice over incurring the 
expenditure.

Loss of Income Loss of income currently in the base budget.
Service savings Cashable cost savings.
Additional Income Increases in income over the current base.

3.3 In July 2017 Cabinet agreed to set aside £677,000 of the 2016/17 underspend to 
help smooth the savings target between 2018/19 (where the gap was £1.3m) and 
2019/20 (where a further £400,000 gap is forecast).

3.4 Appendix II currently shows a gap of £677,000 for 2018/19 and work is ongoing 
to close this gap and present a balanced budget position to Cabinet and Council 
in February.

4. Alternative Options

4.1 These are Cabinet’s budget proposals as at 6 December 2017 and reflect 
extensive work on options to work towards a balanced budget positon for 
February 2018.  They will be subject to review by Scrutiny Committee and will be 
submitted to Cabinet and Council in February.

5. Consultation Undertaken or Proposed

5.1 Formal consultation with the business community will be undertaken following 
cabinet consideration of this report.



6. Implications

Issue Implications
Corporate Plan The budget proposals support the delivery of the Council’s 

corporate objectives.

Financial, 
Resource and 
Property

This report sets out the Council’s financial resourcing plans.

Legal and 
Statutory

The Council is required to set a Council tax and a balanced budget.

Crime and 
Disorder

Any potential impact will be addressed by service managers in their 
budget proposals.

Environmental 
Sustainability

Any potential impact will be addressed by service managers in their 
budget proposals

Health and 
Wellbeing

Any potential impact will be addressed by service managers in their 
budget proposals

Risk Management 
and Health and 
Safety

Any potential impact will be addressed by service managers in their 
budget proposals

Equality and 
Diversity

Any potential impact will be addressed by service managers in their 
budget proposals

Privacy and Data 
Protection

Any potential impact will be addressed by service managers in their 
budget proposals

7. Appendices

7.1 The following documents are to be published with this report and form part of the 
report:

 Appendix I: Business Rate Pilot Proposal.
 Appendix II; Medium Term Financial Plan.
 Appendix III: Budget Variations

8. Background Papers

8.1 No background papers.
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Kent Business Rate Pilot Proposal

Stability, Growth, Collaboration

A proposal to pilot 100% Business Rates Retention in Kent and 
Medway

October 2017

1. Introduction
1.1. Following the Government’s Invitation to Local Authorities, this proposal sets out a business case for the 

principal local authorities in Kent and Medway to pilot 100% Business Rates Retention in 2018/19. It 
aims to increase financial stability, respond to the pressures on local authority services resulting from 
population and business growth, and drive future housing and commercial growth.

1.2. Our proposal is structured in four main sections:

 First, it sets out the membership  of the proposed Kent and Medway business rates pilot, 
explains how the local authorities involved constitute a functional economic geography and 
outlines how Kent and Medway’s economic, demographic and spatial profile makes it a suitable 
pilot area

 Second, it explains how the Business Rates Retention Growth pilot will work, describing the 
financial model, the proposed split of resources between tiers and our proposed governance and 
management arrangements 

 Third, it outlines the benefits that the Business Rates Retention Growth pilot will deliver in 
support of financial stability, housing and commercial growth and collaboration, and sets out 
proposals for monitoring and evaluation

 Finally, it summarises the proposal against the key criteria set out by Government in their 
Invitation. 

1.3. Four appendices accompany this proposal. Appendix 1 provides further detail on the financial case, 
including detailed calculations. Appendix 2 outlines Kent and Medway’s functional economic market 
area and explains the business rates base in this context. Appendix 3 sets out further detail on the 
proposed governance and management arrangements. Appendix 4 provides an assessment of the 
options that we considered in developing this proposal.

Key principles

1.4. In designing our proposals for Business Rates Retention, we have borne in mind the criteria set out in 
the Invitation and a series of principles which form five ‘key tests’ for the Kent and Medway model. 
Specifically, the Kent and Medway BRR pilot must:
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 Increase financial sustainability and stability, by providing greater certainty to each 
authority to address the rising spending demands arising from population and business growth. 
It must mitigate the impact of economic shocks and ensure that within the pilot, there is no loss 
of existing funding compared with the current arrangements: every authority must derive 
benefit from the overall business rate growth across the whole functional economic area (which 
may not necessarily be equivalent to the growth achieved within the individual local authority)

 Support Kent and Medway’s population and housing growth, by channelling additional 
resources to those areas with the greatest pressures associated with our growing and ageing 
population

 Support trade, investment and more productive employment by enabling resources to be 
shared to bring forward and promote locations for commercial growth

 Incentivise improved collaboration between the authorities across Kent and Medway by 
striking a balance between resourcing individual authorities and creating headroom to work 
together strategically at the most economically efficient spatial scale

 Be fair, transparent and sustainable in the long term, using a formula that is as simple and 
equitable as possible in the light of our other objectives 

1.5. These ‘five tests’ form the basis of the model outlined below.

Building on success

1.6. Our proposals build on an established record of collaboration across Kent and Medway:

 First, a number of Kent authorities were early adopters of the business rate pool under 
the current 50% retention.   These authorities quickly recognised the value of a pool in 
enabling the risks of income turbulence to be managed across a wider area.  This bid builds on 
the principles established in the existing pool. In particular, we wish to:

 further pilot the 50/50 split between upper tier and lower tier authorities,  
providing a more sustainable basis for local retention better reflecting the 
responsibilities of the different tiers

 build on the principle established in the existing pool that 30% of the proceeds should 
be focused on collaborative working to stimulate future business rate growth

 Second, Kent and Medway councils have a strong history of collaborative working.  Recent 
examples include the arrangements between all districts and the county council in relation to 
various council tax initiatives including the introduction of local council tax reduction schemes, 
fraud prevention, and review of discounts and exemptions.  The County Council and the Fire and 
Rescue Authority have used the upper tier proceeds from the existing business rate pool to 
collaborate on emergency planning provision to contribute to the Kent Resilience Forum.   
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2. Membership and geography

Membership

2.1. All the principal authorities in Kent and Medway will be members of the Business Rate Retention 
pilot. There are 15 principal authorities: 12 Kent District Councils1, Kent County Council, Medway 
Council and the Kent Fire and Rescue Service (KFRS). The membership therefore contains a combination 
of county and district authorities within a two-tier structure and a unitary council.

2.2. This proposal has been approved by Kent and Medway Council Leaders2 and has been signed off by the 
Section 151 officers for each authority. 

Geography

Kent and Medway and its business rates base

2.3. Kent and Medway has a population of around 1.8 million, with approximately 760,000 households, 
81,000 businesses3 and 54,500 properties on the non-domestic rates register. While Kent and Medway 
contains one of the ten largest ratepayers in the country (Eurotunnel), the business base is generally 
dominated by small and medium enterprises: 85% of businesses employ fewer than ten people and 
there are few large private sector employers. We believe that the diversity and scale of the business 
rates base provides the ideal basis for a pilot, as the area is sufficiently large to be confident of managing 
risks from business rate fluctuations. 

2.4. The past five years has seen total business rates receipts rise by around £59 million across Kent and 
Medway, compared with the baseline used for the current 50% retention system. All local authority 
areas with the exception of Tonbridge and Malling have seen growth over that period (with the 
diminution in Tonbridge and Malling the result of a single major industrial loss). 

2.5. The total value of business rates collected in Kent and Medway in 2017/18 is expected to be around 
£637 million4: our projections indicate that 100% retention could result in an additional c.£25 million 
being retained in Kent and Medway. 

2.6. In our view, Kent and Medway is an appropriate geography for the BRR pilot, because: 

 It is an established and coherent functional economic area. Self-containment in travel-to-
work patterns is around 82% (with the main outflow to London). The area encompasses the 
entirety of the road and rail network to the southeast of London (including most of the High 

1 Ashford Borough Council, Canterbury City Council, Dartford Borough Council, Dover District Council, Gravesham Borough Council, Maidstone 
Borough Council, Sevenoaks District Council, Shepway District Council, Swale Borough Council, Thanet District Council, Tonbridge and Malling 
Borough Council, and Tunbridge Wells Borough Council
2 Kent and Medway Council Leaders is the unincorporated ‘Leaders’ Board’ for Kent and Medway
3 ONS (2017), UK Business Counts (local units measure)
4 DCLG (2017), Provisional National Non-Domestic Rates Return 2017/18
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Speed One network). Inter-district travel-to-work and travel-to-learn patterns are complex, no 
single centre dominates in terms of business stock or employment, and the industrial structure 
is diverse. 

 It is coterminous with a range of public service planning and delivery arrangements. The 
Fire and Rescue Service, the Office of the Police and Crime Commissioner and the Sustainability 
and Transformation Partnership for health and social care integration all operate to the Kent 
and Medway geography. There is also a history of strategic collaboration at Kent and Medway 
level in the development of (for example) the Kent and Medway Housing Strategy and the  joint 
Growth and Infrastructure Framework, and through the operation of the Kent and Medway 
Economic Partnership, in which all the local authorities are engaged. We also have experience of 
operating an existing business rates pool across the Kent and Medway geography, with the 
involvement of 12 of the15 principal local authorities.

 It shares common opportunities and challenges, particularly related to population 
growth.  Between 2011 and 2016, Kent and Medway’s population grew by an estimated 89,000 
(an increase of 5%, compared with 4% nationally). Between 2016 and 2031, the population is 
forecast to expand by a further 293,000: a 16% increase, compared with a 10% increase across 
England as a whole5. Population growth is welcome, and reflects the major development 
opportunities in the Thames Estuary, Ashford and elsewhere. But it does present pressures, and 
reinforces the need for collaboration to deliver the housing and services that a rising population 
demands. This includes those services associated with our ageing population, including the 
rising costs of social care.

 It offers a balance of spatial and economic characteristics that are relevant to a national 
pilot. Overall, Kent and Medway’s economic profile resembles that of non-metropolitan England 
as a whole, more than it does the rest of the South East. Within that context, it 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.   
Broadly, Kent and Medway contains three distinct economic areas: North Kent (including 
Medway, Ebbsfleet Garden City and the Thames Estuary); East Kent (including Ashford, 
Canterbury and the coast); and West Kent.  The experience of the pilot in balancing the needs of 
diverse local economies is therefore likely to yield useful lessons for the rest of the country. 

3. The Kent and Medway Business Rates Retention pilot: How it will work

Operating model

In accordance with the key principles outlined above, our proposed BRR pilot contains two elements: a 
Financial Sustainability Fund and a Housing and Commercial Growth Fund. This model is already 
operating successfully through the current pooling arrangements involving 12 Kent authorities, and is 

5 Kent County Council housing-led forecast (2016); ONS sub-national population projections (2014 base)
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summarised below. It should be noted that at all figures are based on estimates and are, at this stage, 
indicative: 

Figure 1: The Kent and Medway BRR model

Financial Sustainability Fund

3.1. The Financial Sustainability Fund (FSF) is designed to provide greater certainty to all Kent and Medway 
local authorities and to support them in managing the pressures associated with growth. In 2018/19, it 
is proposed to account for 70% of the c.£25 million total estimated business rates growth. 

The FSF will be distributed according to a formula which: 

 provides a guaranteed revenue baseline for each authority, provided that there are sufficient 
proceeds from 100% retention. Should there be insufficient proceeds, the allocation for each 
authority will be reduced by the same percentage amount

 links growth in funding with population increase and business rates increase (as a proxy 
for commercial growth) over the past five years

 for two-tier authorities (the 12 Kent Districts and Kent County Council), splits growth 50:50 
between the tiers, providing a more transparent distribution than the current 80:20 split and 
the associated tariffs and top-ups. 

Kent and Medway
Business Rates Retention Growth Pool

Financial Sustainability Fund
70% of growth

Housing & Commercial Growth 
Fund

30% of growth

Supporting the costs of growth Driving future growth
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Figure 2: The Financial Sustainability Fund 

Within the FSF model: 

 The initial distribution provides a population-derived basic allocation for Medway (which 
accounts for 15% of total population) and Kent (85%). The Kent share of the initial distribution 
is split 50% between Kent County Council and the combined 12 Districts, with each District 
receiving an equal amount, ensuring that smaller authorities have some additional resilience.

 The supplementary distribution multiplies the initial distribution by: a) the proportionate 
increase in population between 2011-16 in each area6; and b) the proportionate increase in total 
business rates receipts since 20137.  Where an individual local authority receives a diminution 
of total rates receipts (which is the case with one authority in the pool), its rates receipts 
multiplier is set to zero. The amount available for the supplementary distribution will be 
equivalent to the balance of the overall resources available from 100% business rate growth 
retention after satisfying the condition that there must be no loss of existing funding, plus the 
initial distribution and the allocation of 30%  of the total to the Housing and Commercial Growth 
Fund.  This is the principal mechanism used to manage the risk of fluctuation in business rate 
proceeds.

3.2. The Financial Sustainability Fund has the effect of ensuring that every authority benefits from the 
business rates growth across the entire functional economic area, but resources are directed to those 
areas facing the greatest pressure and demands on local services. It also smooths out significant 
differences in outcomes caused by (for example) major plant closures. Across Kent and Medway, the 
FSF provides an indicative estimated average of £9.52 per resident, within a relatively narrow range at 
local authority level. 

3.3. Funds within the FSF will be used to support costs incurred by 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. We anticipate that the FSF will particularly support 

6 i.e. since the 2011 census
7 i.e, since the introduction of 50% rates retention

Financial Sustainability Fund 
(70% of total BRR Growth)

Initial Distribution (40%)

Districts: Fixed equal £250k each
KCC: 12*£250k

Medway: Same amount per head as 
combined KCC/ District allocations

Supplementary Distribution 
(60%)

Initial Distribution uplifted by % of 
population growth (since 2011) and 

business rates growth (since 2013), for 
each authority across K&M
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local authorities in meeting cost pressures linked with our ageing population, both in social care and in 
supporting the adaptation of the housing stock to meet changing needs. 

3.4. Within the FSF, agreement will be reached regarding the funding of the Kent Fire and Rescue Service, 
via the allocations to Kent County Council and Medway Council. 

Housing and Commercial Growth Fund

3.5. 30% of retained business rates growth will be invested in the Housing and Commercial Growth Fund 
(HCGF). The HCGF is designed to pool a sufficiently large level of resources to make a significant 
difference to support future delivery, where outcomes can be better achieved by local authorities 
working together across a wider area. This will include (for example) investment in: 

 Measures to unlock housing development – including investment in the existing stock to help 
people remain in their own homes for longer and supporting the delivery of a wider range of 
housing tenures - potentially matching future Growing Places Fund and similar schemes as well 
as private sector investment

 Measures to unlock commercial development, again matching where possible commercial 
and Government investment

 Promoting investment and trade, linked with the UK’s international trade priority and driving 
demand for key employment sites

 Speeding up the planning process, by increasing the resources to support growth 
management across all tiers

3.6. It is likely that the mix of funding requirements will vary across Kent and Medway’s three economic 
areas, given their different growth opportunities and viability pressures. In managing the HCGF, we 
therefore intend to pool funds in three ‘clusters’, for North Kent, East Kent and West Kent, with the 
distribution based on each area’s share of total business rate receipts. Should our 100% retention pilot 
proposal be successful, we will publish a prospectus, agreed by Kent and Medway Council Leaders, 
setting out the parameters for the use of the HCGF. 

3.7. The partnerships in East, North and West Kent have discussed potential requirements for the use of the 
HCGF, within the context of the parameters above and the forthcoming prospectus: 

Potential priorities for the Housing and Commercial Growth Fund

 There is wide evidence of unmet demand for quality commercial space, 
particularly grow-on space for smaller businesses8. Building on Kent and 
Medway’s successful track record in operating loan and equity finance schemes, 
there is the potential for a recyclable fund to support new investors and 

8 Locate in Kent; KCC/ Locate in Kent/ Caxtons (2016), Kent Property Market Review
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operators, including on public sector land 

 Demand is rising for extra care housing, and there is a significant need to 
provide further care leaver accommodation. Additional investment in specialist 
housing could make a long-term contribution to reducing the care budget, as well 
as supporting overall housing delivery, and could potentially be matched by the 
local authorities

 There is evidence of market failure in some of Kent and Medway’s town centres, 
as changing patterns of retail demand lead to a need for new investment to bring 
forward alternative uses and formats. Investment in the re-use and 
refurbishment of town centre properties (and the wider environment) will help 
to increase the rates base and support town centre housing delivery

 The HCGF could also support the delivery of specific sites, for example through 
coordinated marketing at ‘cluster’ level (linked, for example, with the 
development of the Enterprise Zone in North Kent)

While the HCGF will need to be clearly prioritised, each cluster will focus on relatively 
modest investments to yield the maximum medium-term rates return and housing 
delivery, drawing on partners’ knowledge of local needs and the local market.

 Management and governance

3.8. Governance arrangements are set out in the Governance Agreement attached in Appendix 3 and 
approved by each participating authority. This outlines the financial distribution of income growth as 
outlined above. In addition: 

 Maidstone Borough Council will be the Lead Authority for the purposes of the pool. It will 
receive all payments from (and make any payments to) DCLG and will distribute funds within 
the pilot on the basis of this proposal. Maidstone Borough Council is currently the Lead 
Authority for the existing Kent business rates pool.

 Strategic oversight of the pilot will be maintained by the Kent and Medway Council 
Leaders (KMCL). KMCL is an unincorporated partnership including all the elected Leaders of 
the participating authorities. 

 KMCL will be advised by both the Kent and Medway Chief Finance Officers’ Group (which 
includes all the local authority Section 151 officers, as well as the chief finance officer of KFRS) 
and Kent and Medway Chief Executives

 Growth distributed to participating local authorities through the Financial Sustainability Fund 
will be managed by the relevant local authority, in accordance with the Governance Agreement
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 Decisions on the use of the Housing and Commercial Growth Fund will be taken by the 
relevant local authorities within East Kent9, North Kent10 and West Kent11, using the established 
leaders’ board arrangements that exist in each of those areas, in accordance with the 
Governance Agreement and the proposed HCGF Prospectus. 

Residual assets and liabilities

3.9. At the end of the pilot, there will be no residual assets or liabilities within the Financial Sustainability 
Fund, since all funds will have been distributed according to the FSF formula. 

3.10. Within the Housing and Commercial Growth Fund, it is likely that there will be funds remaining at the 
end of the pilot. The use of these will be determined by the local authorities in each cluster within the 
framework that we will set out in the HCGF Prospectus. 

Longer term operational arrangements 

3.11. We anticipate that the Kent and Medway pilot could continue in the longer term with the governance 
arrangements that we have outlined. However, we will need to keep this under review and learn lessons 
from the pilot: the pilot itself is not a commitment to the future operating model for 100% retention 
when it is fully rolled out. Should the pilot continue, we anticipate that the supplementary distribution 
formula within the Financial Sustainability Fund should be recalculated annually on the basis of the 
preceding five years to ensure that it adequately reflects the growth borne by each authority. 

Managing risk in the event of changes to the ‘no detriment’ clause

3.12. We note that the Government has committed to the continuation of the ‘no detriment’ provision 
incorporated within the 2017/18 pilots. This is very welcome.  However, our analysis provides 
confidence that Kent and Medway has a sufficiently large and diverse business base to limit the 
risk of significant losses, and the modelling of our proposed Financial Sustainability Fund 
demonstrates that local risks can be managed in within the overall Growth Pool. 

Alternative arrangements

3.13. In the event that our proposal is unsuccessful, we confirm that we wish to continue the existing Kent 
and Medway pooling arrangement. 

9 Ashford Borough Council, Canterbury City Council, Dover District Council, Kent County Council, Shepway District Council, Thanet District 
Council
10 Dartford Borough Council, Gravesham Borough Council, Kent County Council, Maidstone Borough Council, Medway Council, Swale Borough 
Council
11 Kent County Council, Sevenoaks District Council, Tonbridge and Malling Borough Council, Tunbridge Wells Borough Council
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4. Expected benefits
4.1. Taking into account the loss of Revenue Support Grant and Rural Services Grant, 100% retention does 

not, in aggregate, mean additional funding for local government.

4.2. However, we anticipate that our pilot proposal will result in a number of benefits, reflecting the ‘key 
principles’ set out in Section 1. While these have not been quantified at this stage, the table below 
describes them and explains how they may be measured: 

Expected benefits 

Expected benefit Why is it anticipated? How could it be assessed? 

Greater financial 
sustainability

All local authorities secure a fixed initial 
distribution within the FSF, regardless of 
local rates growth
Total distribution within the FSF smooths 
extremes across Kent and Medway

Extent to which the model is 
successful in smoothing extremes and 
changes the nature of decision 
planning at local authority level

Housing growth Increased resources to support delivery, 
including improving the existing stock to 
meet changing needs; HCGF focused on 
measures to support housing growth

Planning delivery measures; use of 
the HCGF

Commercial growth Increased resources to support delivery; 
HCGF focused on measures to support 
housing growth. Incentive to grow the 
overall rates base

Planning delivery measures; use of 
the HCGF

Greater collaboration Local authorities are incentivised to work 
together to make strategic decisions in 
relation to the Housing and Commercial 
Growth Fund

Review of the decision-making 
process and actual investment 
decisions made within each cluster

Greater transparency and 
accountability

Formula is clear and can be repeated in 
future years.
Scope within governance model for scrutiny 
and ‘ownership’ via KMCL

Extent to which formula achieves 
consensus and can be used in future 
years
Process of scrutiny and oversight by 
KMCL

4.3. Should our proposal be successful, we will work with DCLG to develop a monitoring and evaluation 
framework for the pilot, based (subject to agreement with DCLG) on the analysis of expected benefits 
set out above. 

5. Confirming our proposal against the Government’s criteria 
5.1. Within the Invitation to Local Authorities, the Government set out seven criteria that it will use to assess 

proposals. The table below confirms the compliance of this proposal with each of the criteria: 

Meeting the Government’s criteria

Proposals should… Met? Description
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Proposals should… Met? Description

Operate across a functional 
economic area and include all 
relevant authorities

 Covers the whole of Kent and Medway and includes all 15 
precepting authorities

Include two-tier areas  Includes two-tier areas (as well as a unitary authority)

Promote financial sustainability  Financial Sustainability Fund formula guarantees a fixed 
baseline for each authority and smooths out extremes

Provide evidence of how pooled 
income will be used

 Allocation of growth to Financial Sustainability Fund and Housing 
and Commercial Growth Fund, with scope of each fund set out

Cover a wide spread of geographical 
areas

 There is no pilot currently operational in the South East; within 
Kent and Medway there is a range of location and economy 
types

Focus on rural areas  Entirely non-metropolitan, with around 85% of Kent’s land area 
classified as rural

Achieve variation in the type of 
business ratepayers represented

 Largely an SME-dominated ratepayer base, although Kent and 
Medway includes a national ‘top ten’ ratepayer, has recent 
experience of major industrial closures and offers local variety in 
the scale and nature of the rates base
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2017/18 2018/19 2019/20 2020/21
£'000 £'000 £'000 £'000

Base Budget 18,243. 18,243. 18,243. 18,243. 
Growth items 0. 286. 288. 289. 
Unavoidable cost pressures 0. 568. 677. 520. 
Loss of income 0. 12. 12. 12. 
Additional income 0. (945) (976) (998)
Committed price increases 0. 289. 304. 360. 

    
Lower Medway Internal Drainage Board 
(LMIDB) assuming 3% increase pa 456. 476. 500. 525. 

    
Salary Related:     
 Pay Award (1.2%) 0. 133. 266. 399. 
 Other Pay Increases 0. 78. 125. 150. 

    
Contribution to/(from) reserves (372) (11) (11) (11)

    
Revenue Support Grant (1,238) (707) (113) 0. 

    
Business Rates (6,506) (7,397) (7,656) (7,813)

    
Contribution from Business Rates 
Reserve (255) 0. 0. 0. 

    
Council Tax - maximum increase every 
year (7,469) (7,914) (8,308) (8,714)

    
New Homes Bonus (2,743) (2,056) (1,906) (1,637)
Savings Required  116. 1,055. 1,445. 1,325. 

    
Service savings 0. (378) (338) (459)

    
Rental income from Sittingbourne Town 
Centre Regeneration Scheme 0. 0. (112) (450)

    
Requirement for balanced position 0. (677) (995) (416)

    
Committed savings  0. (1,055) (1,445) (1,325)

    
Contribution (to) from General Fund  116. 0. 0. 0. 
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Growth items

No. Description Cabinet Member / 
Head of Service

2018/19 
over

2017/18
£

Resident Services
1 Running expenses relating to houses for temporary 

accommodation.
Cllr D. Dewar-
Whalley / A. 
Christou

7,660

Economic & Community Services
2 Fixed Penalty Notices – Additional fees and 

equipment offset by additional income from Fixed 
Penalty Notices (see additional income).  

Cllr A. Horton / C. 
Hudson

139,100

Mid Kent Services (MKS)
Cllr D. Dewar-
Whalley / 
S.McGinnes

MKS ICT
3

Upgrade of the IDOX system.
Cllr D. Dewar-
Whalley / C. 
Woodward

10,000

4 Remote Desktops are running on an unsupported 
platform and must be upgraded to take full advantage 
of Skype for Business.

Cllr D. Dewar-
Whalley / C. 
Woodward

7,000

5 General Data Protection Regulation (GDPR) IT 
impact.

Cllr D. Dewar-
Whalley / C. 
Woodward

10,000

6
SQL Server licence increase.

Cllr D. Dewar-
Whalley / C. 
Woodward

8,330

Planning
7 Additional Transport / Infrastructure Planner post - 

three years fixed term offset by additional planning 
income (see additional income).

Cllr G. Lewin / J.  
Freeman

59,000

Commissioning & Customer Contact
8 Increased rent car park site. Cllr A. Horton / M. 

Cassell
18,000
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Growth items

No. Description Cabinet Member / 
Head of Service

2018/19 
over

2017/18
£

Finance
9 In order to comply with PCI DSS industry standards of 

Data Protection the Council needs to upgrade its 
systems.

Cllr D. Dewar-
Whalley / N. 
Vickers

9,700

Others
10 Items £5,000 or less. 17,700

Total Growth Items 286,490



Appendix III

Budget Variations

Unavoidable Cost Pressures

No. Description Cabinet Member / 
Head of Service

2018/19 
over

2017/18
£

Property
1 Increased water charges at Swale House. Cllr D. Dewar-

Whalley / A.  
Adams

6,700

Resident Services
2 Homelessness temporary accommodation budget 

increases.
Cllr K. Pugh / A. 
Christou

200,000

Planning
3 Increase in staffing costs for Planning Support 

Service to maintain performance levels.  This will be 
offset by additional income for Local Land Charges 
(see additional income).

Cllr G. Lewin / J.  
Freeman

55,000

Commissioning & Customer Contact
4 Waste and recycling bins replacement costs are due 

to new garden waste bins (some offset by Additional 
Income for subscriptions).  In addition, the ongoing 
replacement of standard wheeled bins which are 
coming to the end of useful life and remain the 
property of the Council not the resident.

Cllr D. Simmons / 
M. Cassell

75,000

Finance
5 This reflects the backfunding element for the cost of 

pensions from the latest triennial revaluation of the 
Kent Pension Fund.

Cllr D. Dewar-
Whalley / N. 
Vickers

49,860

6 There has been an increase in the insurance 
premium on public liability as a result of the 
Government changes made to how compensation for 
personal injury and accident claims are calculated.  In 
addition, there is an increase in OGDEN and the 
revised property valuations.

Cllr D. Dewar-
Whalley / N. 
Vickers

26,000

7 Growth/ savings on principal element of a finance 
lease for Serco.

Cllr D. Dewar-
Whalley / N. 
Vickers

13,000
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Unavoidable Cost Pressures

No. Description Cabinet Member / 
Head of Service

2018/19 
over

2017/18
£

Mid Kent Services (MKS) Cllr D. Dewar-
Whalley / 
S.McGinnes

8 Increases in MKS shared services for HR, ICT, 
Parking, Environmental, Fraud, Director and MKS 
membership.

Cllr D. Dewar-
Whalley / N. 
Vickers

43,070

9 Mid Kent Legal Services - increase in external legal 
costs due to increased planning activity.

Cllr D. Dewar-
Whalley / P. 
Narebor

80,000

10 Mid Kent Audit - increase in MKS Audit Shared 
Services budget

Cllr D. Dewar-
Whalley / R. Clarke

19,170

Total Unavoidable Cost Pressures 567,800
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Loss Of Income

No. Description Cabinet Member / 
Head of Service

2018/19 
over

2017/18
£

Commissioning & Customer Contact
1 Income for Sport Facilities has not been achieved 

over period of time.
Cllr D. Simmons / 
M Cassell

5,630

Others
2 Items £5,000 or less. 5,950

Total Loss Of Income 11,580
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Additional Income

No. Description Cabinet Member / 
Head of Service

2018/19 
over

2017/18
£

Resident Services
1 Increased fee income for Staying Put. Cllr D. Dewar-

Whalley / A. 
Christou

(50,000)

Property Services
2

Miscellaneous properties - additional rental income.
Cllr D. Dewar-
Whalley / A.  
Adams

(23,380)

3 Income from Citizens Advice for occupation of Swale 
House.

Cllr D. Dewar-
Whalley / A.  
Adams

(10,000)

Economic & Community Services
4 Increase in income for Fixed Penalty Notices (See 

growth item).
Cllr A. Horton / C. 
Hudson

(134,000)

Commissioning & Customer Contact
5 Anticipated additional garden waste subscriptions 

(see unavoidable cost pressures).
Cllr D. Simmons / 
M. Cassell (133,000)

6 Additional income resulting from proposed increase in 
street naming and numbering.

Cllr A. Horton / M. 
Cassell

(20,500)

7 Business permits to increase by £5 to £45 to bring in 
line with resident parking permit charges.

Cllr A. Horton / M. 
Cassell (11,000)

8 Car Parking - income for Penalty Charge Notices. Cllr A. Horton / M. 
Cassell (30,000)

9 Increase income from bulky waste items. Cllr D. Simmons / 
M. Cassell (20,000)

10 Increase in car parking pay and display income. Cllr A. Horton / M. 
Cassell (125,000)

11 Additional beach hut annual rental income and ground 
rental income following Leysdown development and 
future additions at Minster.

Cllr M. Cosgrove / 
M. Cassell (14,100)
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Additional Income

No. Description Cabinet Member / 
Head of Service

2018/19 
over

2017/18
£

Planning
12 Pre-application/Planning Performance Agreement 

(PPA) increased fee income.
Cllr G. Lewin / J.  
Freeman (30,000)

13 Increased volume of planning application fee income. Cllr G. Lewin / J.  
Freeman (70,000)

14 20% increase in national planning fees. Cllr G. Lewin / J.  
Freeman (162,000)

Mid Kent Services (MKS) Cllr xx / S. 
McGinnes

15 Mid Kent Planning - Changes to Local Land Charges 
fees across the three shared service authorities to 
ensure consistency.

Cllr G. Lewin / J.  
Freeman (55,000)

16 Mid Kent Revenue & Benefits - Debt Recovery 
Service.

Cllr G. Lewin, Cllr 
D. Dewar-Whalley / 
S McGinnis

(25,000)

Others
17 Items £5,000 or less. (31,550)

Total Additional Income (944,530)
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Service Savings

No. Description Cabinet Member / 
Head of Service

2018/19 
over

2017/18
£

Resident Services
1 Savings arising as a result of online form processing 

and the implementation of Performance Fund Bid.
Cllr K. Pugh/ A. 
Christou

(10,500)

Economic & Community Services
2 Grant to the Alexander Centre no longer required. Cllr A.Horton / C. 

Hudson
(49,620)

Mid Kent Services (MKS) Cllr D. Dewar-
Whalley / S. 
McGinnes

3 Mid Kent ICT - saving due to implementation of Skype 
for Business.

Cllr D. Dewar-
Whalley / C. 
Woodward

(22,670)

Democratic
4 There are no Borough and Parish elections scheduled 

to take place in 2018
Cllr A. Bowles / K. 
Bescoby

(12,000)

Commissioning & Customer Contact
5 Reduction due to new contract award for public 

conveniences.
Cllr D. Simmons / 
M. Cassell

(44,000)

6 Saving on refuse and recycling. Cllr D. Simmons / 
M. Cassell

(10,000)

Finance
7 Reduction on interest element of a finance lease for 

Serco.
Cllr D. Dewar-
Whalley / N. 
Vickers

(28,020)

8 Forecast of SBC's share of surplus on Council Tax 
Collection Fund at end of 2017/18.

Cllr D. Dewar-
Whalley / N. 
Vickers

(178,000)

Others
9 Items £5,000 or less. (23,610)

Total Service Savings (378,420)


