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RETAINED BUSINESS RATES STRATEGY

EXECUTIVE SUMMARY

This paper sets out the proposed Retained Business Rates (RBR) Strategy for Thames
Freeport and seeks approval from the Governing Board.

The Strategy establishes the framework through which retained business rates will be
prioritised, governed, allocated and deployed over the 25-year Freeport designation. It aligns
directly with the Full Business Case (FBC), government guidance, the emerging Thames
Freeport Growth Plan (TFGP) and the proposed Strategic Investment Framework.

The purpose of the Strategy is not to revisit past allocation arrangements but to define a
coherent, forward-looking deployment model that maximises growth, accelerates delivery and
protects public value while retaining strategic oversight with the Governing Board.

This Strategy will be reviewed every three years, or earlier if required, to respond to changing
circumstances and landscapes.
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1. STRATEGIC CONTEXT

Retained business rates represent the principal long-term financial lever underpinning
Thames Freeport. Over the 25-year period, rates growth generated within the tax sites is
projected to amount to approximately £1bn. This growth is ringfenced for reinvestment in
activity that advances the Freeport’s objectives within the Freeport geography and the wider
Travel to Work Area.

The £1bn projection is based on aggregate modelling of rateable value growth across the
three tax sites over the 25-year designation period. A detailed financial forecasting model will
be maintained by the TFP Executive and reviewed at least annually by the Governing Board
as part of the Business and Financial Plan cycle. The model will include:

» Firm forecasts: income supported by existing contracts, leases, or planning consents;
* Probable forecasts: income where commercial arrangements are in active negotiation;

» Optimistic forecasts: income contingent on future development scenarios and market
conditions.

The Annual Business Plan Budget is determined through the NNDR1 process and, subject to
the satisfaction of the Section 151 Officer, funding may be released to the Freeport.

Government policy is clear that retained rates must be used to promote economic growth
including regeneration, trade and investment, innovation, skills development and energy
ambition. They must support activity that would not otherwise occur, demonstrably requires
public funding and is most appropriately funded from this source rather than from alternative
public funding sources.

Retained business rates are therefore not simply a funding stream; they are a growth
mechanism. Their strategic deployment directly influences the pace of development, the rate
of private investment mobilisation and the scale of long-term rateable value growth.

This Strategy places deployment discipline, annual business planning cycles, long-term return
and Board oversight through our governance processes at the centre of that mechanism.

1.1 Counterfactual Growth Provision

In accordance with the Memorandum of Understanding between Thames Freeport, the billing
authorities and MHCLG, the billing authorities will allocate all business rates collected on
Freeport Tax Sites above the baseline set in the regulations to the Freeport, with the sole
exception of a 25% counterfactual growth provision and provision for contingency and
Accountable Body operating costs.

The counterfactual growth provision recognises that a proportion of rateable value growth may
have occurred in the absence of Freeport designation. This 25% is retained by the respective
billing authority and is not subject to the allocation and deployment framework set out in this
Strategy.
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The remaining 75% of above-baseline growth (less contingency and Accountable Body
operating costs) constitutes the deployable RBR income and is subject to the governance,
allocation, and investment criteria set out in the sections below. All financial forecasts,
allocation models, and annual reporting will be presented on the basis of this net deployable
income.

2, STRATEGIC OBJECTIVES FOR RBR DEPLOYMENT

The deployment of Retained Business Rates at Thames Freeport will be guided by four
overarching objectives:

1. Accelerate commercial development and rateable value growth within the tax sites.
2. Unlock enabling local infrastructure that removes barriers to investment.

3. Maximise impact in economic regeneration, skills, innovation, energy and social value
through capital and revenue investments in public projects and programmes.

4. Ensure disciplined governance and financial sustainability across the 25-year
programme.

All investments supported by RBR will be demonstrably aligned to these objectives and to the
outcomes set out in the FBC.

3. INTEGRATION WITH THE TFGP

A key enabler of RBR deployment is the TFGP, currently under development for 2025/26.

The TFGP will act as the spatial and economic investment blueprint for Thames Freeport. It
will:

+ Identify priority infrastructure and enabling works required across tax sites;
* Sequence development phases and capital requirements;
* Quantify development capacity, sector clustering and utilities demand;

* Prioritise interventions based on economic return, deliverability and alignment with
Freeport objectives.

Retained business rates related to capital investments will be deployed in accordance with the
prioritised investment pipeline emerging from the TFGP.

The TFGP therefore serves as the primary filtering mechanism for RBR deployment. Capital
projects not aligned to its priorities will not be brought forward for RBR support without explicit
Governing Board approval.
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4. INVESTING IN SOCIAL CAPITAL

To strengthen the social value dimension of the Retained Business Rates Strategy, Thames
Freeport will align reinvestment decisions to the adopted Social Value Framework developed
in partnership with the Royal Society for the encouragement of Arts, Manufactures and
Commerce (RSA).

This framework moves beyond traditional output metrics and instead embeds measurable
social mobility, inclusion and community wealth-building outcomes at the heart of investment
choices. Retained Business Rates growth will be partially recycled into targeted skills and
community programmes, for example addressing young people not in education, employment
or training (NEET), and linking Freeport employers directly to structured pathways into work
through pre-employment academies, mentoring, paid internships and progression support.
Investment will prioritise communities within and adjacent to Freeport tax sites where
economic inactivity and low progression rates remain entrenched, ensuring that growth
translates into genuine opportunity.

Through data-led targeting, employer co-design and robust impact evaluation, this approach
will support reduced NEET rates, increased Level 3+ attainment, apprenticeships, improved
earnings progression, and strengthened local SME participation.

5. STRATEGIC INVESTMENT FRAMEWORK

Alongside the TFGP, Thames Freeport is establishing a Strategic Investment Framework
designed to:

* Blend retained business rates with external capital;

* Introduce private co-investment and institutional funding;

* Enable forward funding structures where appropriate;

» Address current borrowing constraints; and

* Accelerate development ahead of pure RBR cashflow accumulation.

RBR will serve as the foundational layer of the Strategic Investment Fund (SIF). It may be
used to:

* Anchor blended capital structures;

» Provide first-loss or de-risking capital where justified;

* Underwrite enabling infrastructure;

» Support regeneration projects that support our regional civic ambitions;

» Support gap funding for commercially marginal but strategically critical projects.

The Investment Framework ensures that retained rates are not deployed passively year-on-
year but are leveraged intelligently to amplify total investment and economic impact.
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5.1 Forward Funding Risk Management

Where retained business rates are used to support forward funding structures, including
borrowing against projected future RBR income, the following risk management principles will

apply:

» All borrowing decisions will be subject to prudential borrowing limits and the approval
of the relevant Section 151 Officer(s) through the Accountable Body function;

+ Debt service assumptions will be stress-tested against low-case RBR income
scenarios to ensure affordability in adverse conditions;

» The Governing Board will receive an annual assessment of forward funding
exposure, including outstanding commitments, headroom against projected income,
and sensitivity analysis;

* No forward funding commitment will be entered into where the payback period
extends beyond the remaining years of the 25-year designation without explicit
Governing Board and Accountable Body approval;

*  Where RBR income falls materially below forecast, the Governing Board will review
and, if necessary, adjust the deployment programme to maintain financial
sustainability.

It should be noted that, at the time of adoption of this Strategy, the Council does not support
borrowing against future projected RBR income.
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6. DEPLOYMENT PRIORITIES

Retained business rates will be deployed across four defined priority pillars, aligned with the
FBC and strategic intent.

These priorities are also aligned with the national core Freeport objectives of targeted
regeneration of disadvantaged areas, creating national hubs for global trade and investment,
and fostering innovation.

6.1  Enabling Infrastructure

Primary deployment will focus on unlocking physical and digital infrastructure that removes
barriers to commercial occupation and investment. This includes utilities reinforcement, grid
capacity, transport access, site remediation, flood mitigation and digital connectivity.

Investment in enabling infrastructure will be prioritised where it directly accelerates rateable
development, supports inward investment or de-risks large-scale private capital
commitments.

6.2 Trade and Investment Acceleration

RBR may be deployed to support activities that strengthen the Freeport’s ability to attract
domestic and international investment. This includes sector promotion, investor support,
cluster development and site marketing aligned with strategic sectors.

This activity must demonstrate a clear link to commercial occupation and rate growth.

6.3  Skills and Workforce Development

Retained business rates may support workforce development initiatives where there is clear
alignment to Freeport growth sectors and where intervention is necessary to address skills
shortages that could otherwise constrain development. Interventions will prioritise
programmes with measurable outcomes in employment, productivity and community
inclusion.

6.4 Innovation and Energy

Consistent with the Freeport’s ambition to drive clean growth, RBR may support innovation
and energy initiatives that strengthen the Freeport’s competitiveness, reduce environmental
risk, increase scrutiny, or unlock sectoral advantage and regeneration benefits. Such
investments must demonstrate additionality and commercial relevance to Freeport
businesses and communities.
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7. FINANCIAL DISCIPLINE AND INVESTMENT CRITERIA

All capital projects seeking RBR support must satisfy a structured investment assessment
framework. This will be outlined further through the SIF.

Each proposal will include:
* Aclear economic rationale and statement of additionality;
» Evidence of alignment with the TFGP;
+ Forecast impact on rateable value growth;
» Economic uplift projections (jobs, GVA, productivity);
* Risk analysis and mitigation measures;
+ Confirmation of funding gap and absence of alternative funding options;
* Long-term sustainability and exit strategy (where applicable).

Where RBR is used in conjunction with borrowing or blended capital, payback modelling and
debt service assumptions will be subject to scrutiny.

Investment decisions will prioritise interventions that generate enduring rateable value
growth and strengthen long-term fiscal sustainability.

All proposals shall be appraised in accordance with the HM Treasury Green Book to ensure
value for money.

7.1  Subsidy Control

The deployment of retained business rates to support private sector activity, whether directly
or indirectly, may constitute a subsidy within the meaning of the Subsidy Control Act 2022.
All RBR-funded interventions involving private sector beneficiaries will be assessed for
subsidy control compliance before approval.

Responsibility for subsidy control assessment and assurance rests with the Accountable
Body (or the relevant billing authority where it acts as the granting authority). The
Accountable Body will maintain a record of subsidy control assessments and ensure that all
awards are made in accordance with applicable subsidy schemes, including the Freeports
Subsidy Control Scheme where relevant.

Where novel or complex subsidy control issues arise, the Accountable Body will seek
independent legal advice before the Governing Board approves the relevant allocation.

An approved business case will be required before any subsidy control assessments are
undertaken.



8.

@ Thames
Freeport

GOVERNANCE AND BOARD CONTROL

Strategic control of RBR deployment remains with the Governing Board.

The governance process will operate as follows:

Projects are identified through the TFGP pipeline or Investment Framework or annual
business planning cycles.

Where required, an initial Expression of Interest is assessed for eligibility and
strategic fit.

A proportionate business case or business justification is developed in line with HM
Treasury Green Book principles.

The Governing Board reviews and approves projects prior to allocation.

The Accountable Body provides proportionate oversight in accordance with its
statutory responsibilities, including undertaking a full Green Book assessment for all
proposals of £250,000 and over, and requiring sight of all proposals under £250,000.

Delivery and benefits realisation are reported back to the Board through governance
mechanisms.

Relevant proposals will require a subsidy control assessment, and only projects that
comply with legal requirements can be approved for funding.

This approach ensures that retained business rates are deployed transparently, strategically
and in accordance with public finance principles.

8.1

Investment Assessment Gateway Process

All projects seeking RBR funding will be assessed through a structured three-gateway
process:

Gateway 1: Eligibility and Strategic Fit

Confirmation that the project aligns with the Thames Freeport Strategic Plan, TFGP
and/or the Strategic Investment Fund pipeline;

Confirmation that the project falls within an eligible deployment priority (Section 6);

Initial assessment of additionality (i.e. the project would not proceed without RBR
support);

Subsidy control screening by the Accountable Body.

Gateway 1 assessment will be conducted by the TFP Executive. Projects that do not pass
Gateway 1 will not proceed to business case development.
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Gateway 2: Detailed Appraisal and Value for Money

A proportionate business case developed in accordance with the HM Treasury Green
Book principles, scaled to the value and risk of the proposal and approved by the
accountable body;

Quantified assessment of impact, economic uplift (jobs, GVA), and strategic
contribution;

Risk assessment, deliverability analysis, and mitigation measures;
Confirmation of funding gap and absence of viable alternative funding sources;

Subsidy control screening by the Accountable Body.

Gateway 2 assessment will be reviewed by the TFP Executive and Accountable Body before
recommendation to the Governing Board.

Gateway 3: Board Approval and Funding Agreement

Governing Board considers the business case and recommendation;
Board approves, defers, or rejects the allocation;

Upon approval, a funding agreement is executed between the Accountable Body and
the delivery body, setting out outputs, milestones, reporting requirements, and
clawback provisions;

All approved projects are added to the RBR deployment register and reported in the
annual RBR Statement.

The proportionality of the business case at Gateway 2 will be determined by the value and
risk profile of the proposal. For lower-value or lower-risk interventions, a streamlined
business justification may be sufficient. For larger or more complex proposals, a full five-
case business case will be required for proposals over £250,000.

8.2

Role of the Accountable Body

The Accountable Body’s specific responsibilities in relation to retained business rates
include:

Financial management of pooled RBR income, including treasury management,
accounting, and reconciliation with billing authorities;

Programme assurance, including review of business cases and value for money
assessments at Gateway 2;

Subsidy control assessment and record-keeping;

Section 151 Officer oversight;
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* Reporting to MHCLG as required under the Memorandum of Understanding;

» Execution and management of funding agreements with delivery bodies following
Governing Board approval.

The Accountable Body acts in accordance with its statutory responsibilities and provides
assurance to MHCLG. Strategic decision-making and commercial agreements on the
deployment of retained business rates remain with the Governing Board.

9. RISK MANAGEMENT AND RESERVE POSITION

Retained business rates will be managed within a structured financial framework that
maintains appropriate reserves while avoiding unnecessary accumulation of idle capital.

The reserve position will be reviewed annually as part of the Business & Financial Plan
process. The objective is to maintain financial prudence while ensuring that surplus capital is
actively deployed to accelerate delivery where justified.

10. REPORTING AND TRANSPARENCY

An annual Retained Business Rates Statement will be presented to the Governing Board as
part of the Business & Financial Plan cycle, setting out:

«  RBR income received to date;

» Forecast future receipts;

* Allocations made;

* Reserve levels;

* Investment performance and impact metrics;

* Integration with the Strategic Investment Fund.

This ensures continuous Board oversight and long-term strategic coherence.

10.1 Key Performance Indicators

The annual RBR Statement will report against the following core Key Performance
Indicators, aligned to the FBC outcomes and the MHCLG Monitoring and Evaluation
framework:

» Total RBR income received against forecast (actual vs. projected);
+ Total RBR deployed by priority pillar;
* Net jobs created or safeguarded through RBR-funded interventions;

» Private sector investment leveraged (co-investment ratio);

10
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* Land brought forward for development (hectares);

* New commercial floorspace delivered (sqm);

* Progress against skills, innovation, and energy programme milestones.

KPIs will be reviewed annually and may be supplemented by additional output measures as
the programme matures.

10.2 Public Transparency

The approved RBR Strategy and the annual RBR Statement will be published on the
Thames Freeport website. Where significant changes to the Strategy are proposed, the
Governing Board will consider whether stakeholder consultation is appropriate.

This commitment to publication supports the transparency expectations set out in the
Memorandum of Understanding with MHCLG and ensures that the Freeport’s use of public
funds is open to appropriate scrutiny.

1. ROLE OF THE TAX/BILLING AUTHORITIES

The tax and billing authorities play a fundamental but distinct role within the Retained
Business Rates framework. Their responsibilities are statutory, financial and delivery-based.
Strategic direction remains vested in the Governing Board, of which the billing authorities are
constituted members. They act as both billing authorities and strategic partners to the
Freeport. In addition, Thurrock Council acts as the Accountable Body.

The appropriate role of the billing authorities is therefore framed across five dimensions:

11.1 Statutory Collection and Accounting Function

Billing authorities retain their statutory responsibilities for:
» Collection of business rates within the designated tax sites;
* Application of reliefs in accordance with Freeport regulations;
* Maintenance of accurate baseline and growth calculations;

* Administration of retained rates in accordance with the law and MHCLG guidance.

11.2 Delivery Partner for Local Infrastructure

In circumstances where retained business rates are allocated to locally delivered
infrastructure schemes, regeneration projects or enabling works and programmes:

* The relevant billing authority may act as a delivery body;

11
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Procurement, contract management and project governance will sit within local
constitutional arrangements;

Reporting will be provided to the Freeport Governing Board in accordance with
agreed performance frameworks.

Strategic Alignment with the TFGP

Billing authorities are expected to work collaboratively in:

11.4

Shaping the TFGP;

Aligning Local Plans and transport strategies;

Identifying enabling interventions within and beyond tax site boundaries;
Supporting the Strategic Investment Fund pipeline.

Working annually through the Board and sub-committees to support the development
of the business plans, strategy and programmes to which RBR is deployed.

Transparency and Accountability

Billing authorities should provide:

Transparent reporting of RBR receipts;
Confirmation of reserve positions;

Annual financial reconciliations aligned to Freeport reporting cycles.

The Governing Board retains the right to receive regular financial reporting sufficient to
discharge its oversight responsibilities under the Memorandum of Understanding with
Government.
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