CABINET COUNCILLOR PAUL TAYLOR
CORPORATE SERVICES PORTFOLIO HOLDER
12™ NOVEMBER 2019 REPORT NO. FIN1929

KEY DECISION?
YES/NO

BUSINESS RATES - DISCRETIONARY RATE RELIEF
APPLICATION

SUMMARY

This report sets out one new application for Discretionary Rate Relief under the
Council’'s new Discretionary Rate Relief Policy.

The Policy was introduced under the Localism Act 2011 to provide the Council
with the ability to discount business rates to all organisations in the borough,
where they provide a benefit to the community and not limited to Charities and
Not-for-Profit Organisations.

This application is from Airbus Defence and Space Limited who occupy units 3-
5 Voyager Park, on the Farnborough Aerospace Park.

RECOMMENDATIONS
Cabinet are recommended to approve the award of Discretionary Rate Relief to

Airbus Defence and Space Limited for £60,000 a year for the next three years
(2019/20, 2020/21 and 2021/22).

1. INTRODUCTION
1.1  The purpose of this report is to:
= OQutline the background and financial implications of Discretionary Rate
Relief; and
= Consider one new application for Discretionary Rate Relief.
2. BACKGROUND
2.1 The Local Government Finance Act 1988, as amended provides local
authorities with discretionary powers to grant relief from non-domestic rates

on properties occupied by charities and other non-profit organisations.

2.2 A local authority has discretion to grant “top up” relief of 20% to charities
that had received 80% mandatory relief.
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In addition, an authority can grant relief of up to 100% to non-profit making
organisations.

The Localism Act 2011 introduced a new power for local authorities to award
a local Discretionary Relief, in any circumstances, where it is in the Council
Taxpayers interest to do so.

In April 2017, cabinet agreed an amendment to our existing Discretionary
Rate Relief Policy to enable the council to award relief to all organisations
in the borough and not limited to charities and not-for-profit organisations.

The amended policy is known as “Discretionary Rate Relief — For charities,
not-for-profit organisations and other specified organisations under the
Localism Act 2011”. Full details of this policy can be found in Appendix 1.

The main aims of the amendment to this policy is to: -

= Provide facilities to certain priority groups such as the elderly, disabled,
minority groups and early years child care; or

= Create new employment opportunities; or

» Bring social, environmental or economic benefit to the community; or

= Contribute towards the sustainable development of the borough.

With the amendment to the policy we can encourage businesses to the
borough thus providing economic development.

APPLICATION FOR RELIEF
This application is from Airbus Defence and Space Limited (Airbus).

Airbus are a European multinational aerospace corporation who design,
manufacture and sell civil and military aerospace products.

Airbus have three divisions; Commercial Aircraft, Defence and Space and
Helicopters.

Airbus have recently moved into Units 3-5 Voyager Park, Dingley Way,
Farnborough which are brand new Industrial Units built on the Farnborough
Aerospace Park.

The site has 50,000 sqg ft of manufacturing space and represents an
investment of around £36 million.

In this facility, Airbus will be concentrating on the production of the Zephyr
S, which is a large solar-powered unmanned aircraft. This aircraft will be
used to observe environmental damage and oil spills.
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Airbus response to the questions for their application are laid out in
Appendix 2.

The new Airbus Zephyr S research and development facility will provide
employment opportunities for engineering, management and administration
roles, along with supply chains providing components and sub-assembly
items.

Large business and their supply chain companies are likely to create wealth
through a “spill over effect” within the local economy. This is achieved
through a multiplier effect of employees and their families who are likely to
spend a portion of their income in the local economy, thus bring spending
power into the borough.

In the long term, business rates generated by the new facility will bring in, in
excess of £117,000 per annum, of which under the current retention scheme
40% (£46,800), will be retained by Rushmoor.

IMPLICATIONS
Financial Implications

Since 1 April 2013, the Business Rates Retention scheme has introduced a
fundamentally new set of arrangements for dealing with the cost of business
rates. The cost to the Council of granting any Discretionary Rate Relief is
most reliably estimated at being 40% of the value of the relief granted,
although the cost is ultimately determined by a range of factors, such as the
councils total rate receipts measured against its estimated threshold for
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growth and taking into account whether any payment levies or safety net
contributions are payable or receivable.

The remaining 60% of the costs will be met by Central Government (50%),
Hampshire County Council (9%) and Hampshire Fire and Rescue Authority
(1%), under the Business Rates Retention Scheme.

Any award of Discretionary Rate Relief is subject to state aid limits. The De
Minimis regulations allow an undertaking to receive up to €200,000
(£180,000) in any three-year period.

Therefore if Rushmoor BC were to award the maximum amount of £180,000
(£60,000 a year for three years), the financial effect on RBC over these three
years would be a total £72,000, £24,000 a year.

However, any award of Discretionary Rate Relief is offset by an additional
income of approximately £117,000 per annum.

Legal Implications

Section 47 of the Local Government Finance Act 1988, as amended,
enables Councils to grant Discretionary Rate Relief to any Ratepayer.

The amended policy to award Discretionary Rate Relief enables the Council
to award relief to any ratepayer and not limited to charities and not-for-profit
organisations. This follows guidance and advice provided by the former
Department of Communities and Local Government following the
introduction of the Localism Act 2011.

Full details of this guidance can be found at the following web link:
https://www.gov.uk/government/publications/localism-act-2011-overview

To summarise, page 6 reads: -
“Greater local control over business rates

One of the most important things that councils can do to improve local life
is to support the local economy. The Localism Act gives councils more
freedom to offer business rate discounts - to help attract firms, investment
and jobs. Whilst councils would need to meet the cost of any discount from
local resources, they may decide that the immediate cost of the discount is
outweighed by the long-term benefit of attracting growth and jobs to their
area’.

CONCLUSIONS

In conclusion, cabinet are asked to approve the award of Discretionary Rate
Relief of £60,000 a year for the next three years.

The Corporate Services Portfolio Holder is supportive of the application to
the level set out in this report.
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5.3 The case was reviewed in its own merit and the decision was made using
the Councils amended Discretionary Rate Relief Policy, which was
approved by cabinet following guidance provided by the Department of
Communities and Government.

5.4  Airbus Defence and Space Limited benefits the local economy by: -

= Creating employment opportunities;

= Boosting the local economy as existing employees will bring spending
power into the Borough;

» Raising the profile of Farnborough as a business location, thereby
assisting in the attraction of new inward investment to the borough; and

= Contribute towards the sustainable development of the borough.

BACKGROUND DOCUMENTS:

S47 Local Government Act 1988, as amended
Localism Act 2011

Full applicant case file in respect of the applicant
Rushmoor Policy on Discretionary Rate Relief

CONTACT DETAILS:

Report Author — David May / david.may@rushmoor.gov.uk / 01252 398330
Head of Service — David Stanley / david.stanley@rushmoor.gov.uk 01252 398440
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APPENDIX 1

Discretionary

Rate Relief Policy

For charities, not-for-profit organisations and other
specified organisations under the Localism Act 2011

n Purpose of the policy

1.2

1.3

14

To determine the level of Discretionary Business Rates Relief to be granted to certain
defined ratepayers within the Rushmoor Borough Council area.

While we are obliged to grant relief to premises that fall within the mandatory category,
we also have powers to grant discretionary relief and reductions to ratepayers, subject
to certain criteria being met.

The Local Government Finance Act 1988 and subsequent legislation allows us to grant
discretionary relief for premises occupied by charities and not-for-profit organisations
that own or occupy them wholly or mainly for charitable purposes.

Powers have also been granted under the Localism Act 2011, which allow for the
granting of Discretionary Rate Relief to any premises where we feel it would be of
benefit to the local community.

This document outlines the following areas:

« Details of receiving an award under the Discretionary Business Rates Relief Scheme
« Our general policy for granting discretionary relief

« Guidance on granting and administering relief

« European Union requirements including provisions of state aid.

USHMOOR

BOROUGH COUNCIL




E Introduction

The original purpose of Discretionary Rate Relief was to provide assistance where the property
does not qualify for mandatory relief or to “top up” cases where ratepayers already receive
mandatory relief.

2.2 Over recent years, and particularly since 2011, the discretionary relief provisions have been
amended to allow the flexibility to provide more assistance to businesses and organisations.

2.3 Ratepayers are obliged to make a written application to us. We will expect all businesses
to complete our application form and for the businesses to provide information, evidence,
and audited accounts for us to determine whether relief should be awarded.

2.4 We are obliged to consider carefully every application on its own merits, taking into account
the contribution that the organisation make to the amenities within Rushmoor.

2.5 The granting of relief falls broadly into the following categories:

« Discretionary relief - Charities who already receive mandatory relief

« Discretionary relief - Premises occupied by not-for-profit organisations whose main
objectives are charitable.

« Discretionary relief - Granted under the Localism Act 2011 provisions

Other reliefs available and are announced by government and for a temporary period.
As at the financial year 2018/ 19 they are currently:

« Local Newspaper Relief (from 1 April 2017 for a period of two years)
« Local Public House Relief (from 1 April 2017 for a period of twos year)
« Supporting Small Business Relief (from 1 April 2017, for a period of five years
or until businesses pay their full rate charge)
« Discretionary Rate Relief (revaluation) (from 1 April 2017 for a period of up to four years)

2.6 This policy concentrates on the granting of discretionary relief for charities which are already
receiving mandatory relief, not-for-profit organisations whose main objectives are charitable
and discretionary relief awarded under the Localism Act 2011.

n Our general approach to granting Discretionary Rate Relief

3.1 Indeciding which organisations should receive discretionary rate relief, we will consider
the following factors and priorities:

« That any award should support businesses, organisations and groups that help retain services
in Rushmoor and not compete directly with existing businesses in an unfair manner.

« It should help and encourage businesses, organisations, groups and communities to become
self-reliant.




n Administration of discretionary relief - general approach

4.1

« To enable appropriate organisations to start, develop or continue their activities, which deliver
outcomes to the community, and that also relate to our priorities which, without granting relief,
they would be unable to do so.

« To assist us in delivering services which could not be provided otherwise.

« To assist us to meet our priorities including:

o Sustaining a thriving economy
o Supporting and empowering our communities and meeting local needs

o A cleaner, greener and more cultural Rushmoor; and

o Financially sound with services fit for the future

The following section outlines the procedures followed by officers in granting, amending
or cancelling discretionary relief.

Applications and evidence

4.2

4.3

4.4

All reliefs under this policy must be applied for. Applications forms are available both
electronically and in hard copy format.

Applications should initially be made to the Revenues and Benefits Section and will be determined
in accordance with this policy.

Completed application forms should be returned with the following information:
« Evidence of being a registered charity or a copy of a letter from Her Majesty’s Revenue
and Customs (HMRC) confirming that the organisation is treated as a charity for tax purposes
(if appropriate).
« A copy of the organisation’s equal opportunities policy (if the organisation has one).
« A copy of the organisation’s constitution, rulebook or Memorandum and Articles of Association.
« Audited or certified accounts for the last two years.

» An up-to-date trading statement showing the current financial situation of the organisation.

« Any other document the ratepayer wishes to be taken into account in support of their application.




4.5

Discretionary relief is granted from the beginning of the financial year in which

the decision is made.

4.6 Applications can be made up to six months after the end of the relevant financial year.

Granting of relief

4.7
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Members of our Cabinet will determine all applications, with recommendations made by the
Cabinet member for Corporate and Democratic Services.

In all cases, we will notify the ratepayers of decisions made.

Where an application is successful, then the following will be notified to the ratepayer in writing.
« The amount of relief granted and the date from which it has been granted

« If relief has been awarded for a specified period, the date on which it will end

» The new chargeable amount

« The details of any planned review dates and the notice that will be given in advance of a change
to the level of relief granted; and

» A requirement that the applicant should notify us of any change in circumstances that may affect
entitlement to relief.

Where relief is not granted, then an explanation of the decision will be provided in writing.

Variation of decision

411

412

Variations in any decision will be notified to ratepayers as soon as practicable and will take
effect as follows:

» Where the amount is to be increased due to a change in rate charge or a change in our decision,
which increases the award, this will apply from the date of the increase in rate charge or the date
determined by us as appropriate.

« Where the amount is to be reduced due to a reduction in the rate charge or liability, including any
reduction in rateable value or awarding of another relief or exemption, then this will apply from
the date of decrease in the rate charge; and

« Where the amount is to be reduced for any other reason, it will take effect at the expiry of
a financial year, so that at least one year’s notice is given.

A decision may be revoked at any time. However, a one-year period of notice will be given and the
change will take effect at the expiry of a financial year.




413 This will be important where the change would result in the amount of the award being reduced
or cancelled. For example, where the premises become unoccupied or is used for a purpose other
than that determined by us as eligible for relief.

414 Where a change of circumstances is reported, the relief will, if appropriate be revised or cancelled.

415 Where a change in circumstances is not reported and it is subsequently identified that it would
have reduced the relief awarded, we reserve the right to remove any award completely.

Our policy for granting discretionary relief

5.1 Discretionary Rate Relief - Charities who already received mandatory relief and organisations
not established or conduced for profit whose main objectives are charitable

5.2 Section 47 of the LGFA 1988 provides for the granting of Discretionary Rate Relief
for the following:

« An authority can award up to an additional 20% top up relief to charities and community amateur
sports clubs (CASCs) that have received the 80% mandatory relief, or

« An authority can grant relief of up to 100% relief to certain non-profit making organisations
that do not qualify for any mandatory relief due to not holding charitable status.

The Department of the Environment (DoE) issued a practice note in August 1990 to give guidance
to authorities on the criteria they should take into consideration in the exercise of the discretion to
grant rate relief. Rushmoor Borough Council’s Financial Support Sub Committee formerly adopted
these guidelines in October 1993.

The practice note has now been supplemented by guidance issued by the Office of Deputy Prime
Minister (ODPM) “Guidance on rate reliefs for charities and other non-profit making organisations”
in December 2002, which in particular focuses on sports clubs.

The practice note recommends that:

« Authorities should have readily understood polices for deciding whether or not to grant
relief, and for determining the amount of relief. They should not, however, adopt guidelines
or rules which allows a case to be disposed of without any consideration as to its individual
merits. Any criteria by which the individual case is judged should be made public to help
interested individuals and bodies.

We have adopted the recommendations and guidelines in exercising our discretion in awarding
discretionary rate relief to charities and not-for-profit organisations.

Where a ratepayer can demonstrate that the criteria is met, the period and value of relief granted
will be solely at our discretion.




5.3

A formal application from the ratepayer will be required in each case and any relief will be granted
in line with state aid requirements.

Discretionary relief - Localism Act 2011

Section 69 of the Localism Act 2011 allows a local authority to grant discretionary relief in any
circumstances where it feels fit. having regard to the effect on the council tax payers of its area.

The provision is designed to give authorities flexibility in granting relief where it is felt that to
do so would be of benefit generally to the area and be reasonable given the financial effect to
council tax payers.
The government has not issued guidance in respect of how this power might be used except
advising that relief “may be granted in any circumstances where a local authority sees fit,
having regard to the effect on council tax payers in the area”.
The English Guide to the Act addresses this as follows:
+ “The Localism Act gives councils more freedom to offer business rates discounts - to help
attract firms, investment and jobs. While the local authority would need to meet the cost
of any discount, it may be decided that the immediate cost of the discount is outweighed
by the long-term benefit of attracting growth and jobs to their area”.
Our policy on awarding relief under The Localism Act 2011 is that any ratepayer applying for relief
under these provisions which does not meet the criteria for existing relief (charities, community
amateur sports clubs) and not-for-profit making organisations), must meet all of the following
criteria and the amount of relief granted will be dependent on the following key factors:

» The ratepayer must not be entitled to mandatory rate relief;

« The ratepayer must not be an organisation that could receive relief as a non-profit making
organisation or as a sports club or similar;

» The ratepayer must occupy the premises (no relief will be granted for unoccupied premises);

» The premises and organisation must be of significant benefit to the residents of the borough
and/or relieve the council of providing similar facilities;

The ratepayer must also;

« Provide facilities to certain priority groups such as the elderly, disabled, minority groups and early
years child care; or

« Have premises where new employment opportunities will be created; or
« Must bring social, environmental or economic benefit to the community; or

« Contribute to the sustainable development of the borough.




« Provide residents of the borough with such services, opportunities or facilities that cannot
be obtained locally or are not provided locally by another organisation; and

« Must demonstrate that assistance (provided by the discretionary rate relief) will be for a short
time only and that any business/operation is financially in the medium and long term; and

« Must show that the activities of the organisation are consistent with the council’s plan.
Where a ratepayer can demonstrate that all the criteria are met, the period and value of relief
granted will be solely at our discretion.

A formal application from the ratepayer will be required in each case and any relief will be
granted in line with state aid requirements.

u Financial matters

Cost of awarding relief

6.1 The cost of relief awarded will be borne in accordance with the Business Rates Retention Scheme
share - namely 50% borne by central government, 40% by the council, 9% by Hampshire County
Council and 1% by Hampshire Fire and Rescue Service.

State aid
6.2 The award of Discretionary Rate Relief will be state aid compliant

6.3 The issue of rate reliefs being considered as qualifying as state aid is now of some significance and
is briefly explained in the “Rate Relief for Charities and other Non-Profit Making Organisations”
guidance note issued by the ODPM in December 2002.

6.4 Broadly, any award of discretionary rate relief is subject to state aid de minimis limits.
The regulations allow an undertaking to receive up to €200,000 of de minimis aid in a
three-year period (consisting of the current financial year and the two previous financial years).
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APPENDIX 2

Application for Discretionary Rate Relief
Airbus Defence and Space Limited

3-5 Voyager Park, Dingley Way, Farnborough

AlRByUS

Further information about Airbus can be found at https://www.airbus.com.

Further  information  about the Zephyr S can be found at
https://www.airbus.com/defence/uav/zephyr.html
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In their application, Airbus advise the following:-

Please describe the nature of your business?

Airbus has its global headquarters in Toulouse, France, with its UK head office
located in Bristol. Airbus designs, manufactures and delivers aerospace, defence
and space products, services and solutions to customers on a global scale. Airbus
employs 15,000 people in the UK across more than 25 sites. It already has a
presence in Hampshire with its Portsmouth plant, where it designs and
manufactures satellites.

There are 117,400 UK jobs supported by Airbus and it has trained more than 4,000
apprentices in the last 10 years.

For what purposes does the organisation use the premises?

In mid 2013, Airbus Defence and Space bought the rights to the prototype High
Altitude Pseudo Satellite (HAPS) technology from QinetiQ. Following the purchase
of Intellectual Property, Airbus developed the technology into a super large
Unmanned Aerial Vehicle (UAV). Named the Zephyr S, the UAV is capable of flying
at the edge of space for long periods of time. With a wing span of 28 meters and a
combined weight of 50 kilos, the aircraft is at the cutting edge of light weight
materials and electric power.

The Zephyr S will be used for communication and observation purposes, with Airbus
wishing to use the device to observe environmental damage and oil spills. The
Zephyr S is a solar-powered pseudo satellite that currently holds the world record
for uninterrupted solar electric flight. The Zephyr S is already in demand, with the
MOD ordering 3 in 2016.

In early 2017, Airbus decided it wanted to “productionise” the aircraft for customer
trials and would require establishing a proper facility for building it. Given Airbus’s
UK footprint, all sites with an existing presence were considered and following a
compressive review process, space was made available at Voyager Park in
Farnborough.

The facility provides 50,000 sqg ft of manufacturing space and presents an
investment of around £36 million, supporting around 100 jobs.

Please provide further information as to you your business offers
opportunities that other businesses do not offer?

Airbus Defence and Space High Altitude Pseudo Satellite (HAPS) technology is the
cutting edge of technology supporting super large Unmanned Aerial Vehicles (UAV).
The Zephyr S has already demonstrated this through holding the world record for
uninterrupted solar electric flight. Research and Development of The Zephyr S is
likely to generate further Intellectual property, advancing capability and know-how
in the sector encompassing electronics, sensor technology and power management.




Please provide information about how new employment opportunities will be
created?

The new Airbus Zephyr S research and development facility will provide employment
opportunities for engineering, management and administration roles, along with
supply chain companies providing components and sub-assembly items.

Large businesses and their supply chain companies are likely to create wealth
through a “spill over effect” within the local economy. This is achieved through a
multiplier effect of employees and their families who are likely to spend a portion of
their income, in the local area and additional families of employees may also choose
to work in the local economy.

Please give the reason for your application, including how the business brings
social environmental or economic benefit to the borough and contributes
towards the sustainable development of the borough?

Airbus is committed to the UN Global Compact Principles, which helps to promote
environmentally friendly products and production methods. Nowhere more apparent
than this is in the Zephyr S itself. The pseudo satellite is solar powered and therefore
uses only renewable energy sources. Airbus uses an ISO 14001 environmental
management system, which is the internationally recognised standard of EMS
efficiency.

Please explain why you consider your business benefits local taxpayers?
Airbus is considerably beneficial to local taxpayers through several means:

e Bringing attractive employment opportunities through several means;

e Business rates generated by the new facility will help to underpin the local
public services by Rushmoor Borough Council and Hampshire County
Council;

e Both Airbus and its employees will bring spending power into the borough,
utilising local services, thereby underpinning other local employment;

e Raising the profile and enhancing the credibility of Farnborough as a
business location, thereby assisting in the attraction of new inward
investment into the Borough.
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