
1 

 

Premises Leased to VCS Organisations 
 
Consultation paper for discussion 
 
 
Introduction 
 
In November 2016, after a review of its community buildings and consultation with 
the voluntary sector, the Council agreed a policy to make sure all VCS organisations 
which occupy its buildings have a lease or hiring agreement and are charged a 
market rent (with some specific exceptions).  Alongside this, the Council agreed a 
scheme to reduce the rent payable for organisations which meet specific criteria 
relating to the community benefit of their activities and their organisational 
governance and management. 
 
Initially these new arrangements only affected organisations in buildings in the 
Council’s community premises portfolio.  The Council has now agreed the 
arrangements will apply to all VCS organisations using its buildings.   It has also 
decided to review the rent reduction scheme in the light of the wider scope of the 
community buildings policy.  
 
The purpose of this document is to set out some of the issues which have come to 
light in this review and suggest some solutions for discussion with the sector.  
 
If you would like to see the Council reports where the premises policy and rent 
reduction scheme were agreed and where the scope was extended you can find 
them on the Council’s website using these links or typing the web address into your 
browser address bar: 
 
Cabinet 1st November 2016 Agenda item 5.6 – Community Buildings Report 
http://democracy.towerhamlets.gov.uk/ieListDocuments.aspx?CId=720&MId=6773, 
and  
 
Grants Determination Cabinet Sub Committee 10th July 2017 Agenda item 8.1 – 
Community Buildings Review 
http://democracy.towerhamlets.gov.uk/ieListDocuments.aspx?CId=812&MId=7525&
Ver=4 
 
For convenience, the sections of the November 2016 report are being circulated with 
this paper which set out the detail of the rent reduction policy, the criteria and 
exclusions from the scheme. 
 

Engagement Process 
 
There has been significant discussion between the VCS and the council on the 
premises policy and rent reduction scheme.  There was consultation with the VCS 
and the wider community during the review in 2016.  Since the policy and rent 
reduction scheme were agreed in November 2016 there has been formal and 
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informal feedback to the Council from the sector through the TH Council for 
Voluntary Service, the VCS Premises Forum, Councillors and from individual 
organisations. 
 
The Council began the review of the rent reduction scheme drawing on the feedback 
received since the scheme was agreed last year and an assessment of the impact of 
the extension of the scope of the scheme, and it is now putting forward some 
suggestions to revise scheme.  The Council welcomes views from the VCS on the 
proposed changes which are set out in the attached discussion document, including 
any alternative suggestions, and is inviting responses through: 
 

• Individual contact with organisations leasing premises from the Council; 

• An open VCS Premises Forum meeting on 15th November (details will be 
published on the THCVS website at www.thcvs.org.uk), and 

• An on line survey at https://www.surveymonkey.co.uk/r/DZ8DLFG. 
 
Discussions are being held during November and the survey for individual responses 
will close on Friday 8th December.  The revised proposals will be presented to 
Councillors for decision in the New Year. If there are any changes to this timescale, 
organisations will be informed and the new timescales will be published on the 
council’s website. 
 
 

Proposals 
 
The assessment of the extension of scope of the rent reduction policy suggests there 
are some areas where there has been an impact.  These are: 
 

1. Proportionate rent reduction where there is a mix of economic and community 
benefit activity; 

 
2. Rent reduction criteria – quality assurance standards 

 
3. Rent reduction process – achieving quality assurance 

 
These are set out in detail below. 
 
The council has also reviewed whether there are ways it can mitigate the impact of 
introducing market rents on organisations which may not be eligible for rent 
reduction and is proposing to introduce a scheme for stepped rents which will reduce 
the initial impact of rent rises. 
 
Case studies are used as examples to illustrate of how the proposals might affect 
individual organisations.  They are not real examples and the organisations are 
fictitious but they illustrate potential scenarios. 
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1. Proportionate Rent Reduction 
 
The rent reduction policy currently excludes any organisation which has a contract or 
other funding from a public body where a rent subsidy may be reasonably 
considered to conflict with the public law principles of fairness and reasonableness.  
In simple terms, means that, where organisations are bidding for funds, a rent 
subsidy may give one organisation an unfair cost advantage over other organisations 
paying a full market rent to private landlords.  This is described in the policy as 
‘economic’ activity. 
 
The proposals agreed in November 2016 acknowledged there had been some 
discussion as to whether the rent reduction could be applied proportionately where 
there was some community use ancillary to the economic activity.  However, 
because of the complexity of such arrangements and the difficulty in administering 
them, the Council decided not to adopt that approach. 
 
The extension of the scope of community use and potential eligibility for rent 
reduction has highlighted this issue again.  There are a number of premises now 
brought within the scope of the rent reduction scheme where there appears to be a 
mix of economic and community activity.  While there remains a strong argument 
against introducing a complex mechanism for applying a proportionate approach, the 
Council is now considering whether there is scope for a simple proportional 
assessment.  
 
A simple assessment might be based on an agreed standard proportion of 
community use, calculated either in time or in space used. The qualifying eligibility 
threshold could be applied either by floor area or by time actually used, solely 
applied to activity which has community benefit.   
 
There could be two thresholds.  The first, where a building is mainly used for 
activities considered to be ‘economic’ but which may also be used for a limited 
amount of community benefit activity, in the evenings and at weekends for instance.  
The second, where there may be a mix of use at the same time and a significant 
proportion of space is used for community benefit activity.   
 
The proportion may be calculated either by: 
 

1. Activity space which is devoted to community benefit activities (activity space 
excludes common areas and staff kitchen facilities but will include kitchens 
which are ancillary to activity rooms), or 

 
2. Available opening time devoted to community benefit activities (time where 

both take place will be considered economic activity). 
 
In the current scheme, the standard rent reduction where a building is exclusively 
used for community benefit activity is 80%.  Proportionate rent reductions for mixed 
use could be: 
 

1. 20% rent reduction where the use for community benefit activity is 25% – 
49%, and 



4 

 

2. 40% rent reduction where the use for community benefit activity is 50% – 
99%. 
 

If the market rent for a building was £10,000, the lessee would pay: 
 
£2,000 if the building is used solely for community benefit activity;   
£6,000 if the building is used over 50% for community benefit activity and 
£8,000 if the building is used over 25% for community benefit activity.  
 
The same rent reduction scheme criteria should apply, that:  
 

1. Lessee can meet organisational standards criteria set out in rent reduction 
scheme, and 

2. Non-economic activities meet the community benefit requirements set out in 
the rent reduction scheme. 
 

And in addition: 

 

3. Either, a proportion of activity space is devoted to community benefit  
activities (activity space excludes common areas and staff kitchen facilities 
but will include kitchens which are ancillary to activity rooms), or 

4. A proportion of available opening time is devoted to community benefit 
activities (time where both take place will be considered economic activity) 

 
Annual monitoring of community benefit would include confirmation that the 
proportion remains as initially agreed or more. 
 
 
Case Study 1 – Bethnal Green Cares 
 
Bethnal Green Cares is a Charitable Incorporated Organisation based in Bethnal 
Green Road providing a range of care and support activities for vulnerable people in 
the local area.  It has a contract with the Council to provide a carers support service 
for local young carers.  It also runs drop in sessions for carers funded by the national 
lottery and a carers’ advice service funded by a local charitable trust. 
 
BGC has a tenancy at will for a building owned by the Council and pays nothing.  
The market rent assessment in the new lease offered by the Council is £11,000. 
 
The building BGC uses has three offices, two interview rooms, a small meeting room 
and a large meeting room.  The young carers service uses one office, the interview 
rooms and the small meeting room.  The other two offices and the large meeting 
room are exclusively used by the other services.  There are common areas including 
a general kitchen and reception area.  Excluding the common areas, the area used 
by the young carers service amounts to 350 sq ft and the area used exclusively by 
other services is 450 sq ft.  Although the other services use the interview rooms and 
small meeting room, these rooms are required for the contracted service to operate 
and therefore the shared use element is not taken into consideration. 
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BGC goes through the rent reduction process on the basis of partial use for 
community benefit.  The Council accepts that: 
 

1.  BGC can meet organisational standards criteria set out in rent reduction 
scheme, and  

2. The non-economic activities meet the community benefit requirements set out 
in the rent reduction scheme. 

 
The Council accepts that more than half the area of the building is used exclusively 
for community benefit activities compared with only 44% required for the ‘economic’ 
activity to support young carers.  BGC therefore qualifies for rent reduction at the 
middle rate, 40%, and the rent payable will be £6,600 per annum. 
 
Case Study 2 – Wapping Inlet Light Lunch Service 
 
Wapping Inlet Light Lunch Service provides day care services for frail older people in 
the area around Wapping Inlet.  It has several contracts with the Council and the 
health service to provide a range of activities for its service users, including a daily 
hot meal. 
 
The organisation leases a purpose built building from the Council at a less than 
market rent.  The current lease is due to expire and the council is offering a new five 
year lease at a market rent of £15,000.  
 
The building is used from 9.00am to 5.00pm Monday to Friday for the older people’s 
services.  However, WILLS also hires out its premises to other voluntary 
organisations using hire agreements and at rates approved by the Council.  There is 
some variation week by week but on average there is two hours use each weekday 
evening and eight hours at the weekends. 
 
WILLS goes through the rent reduction process on the basis of partial use for 
community benefit.  The Council accepts that: 
 

1.  WILLS can meet organisational standards criteria set out in rent reduction 
scheme, and  

2. The non-economic activities meet the community benefit requirements set out 
in the rent reduction scheme. 

 
The economic activity runs for 40 hours each week.  WILLS has provided evidence 
to show that, on average, the building is actually used for a further 18 hours each 
week and also that there is a reasonable prospect of that continuing.  With just under 
a third of the hours where the building is used given over to community benefit 
activity, WILLS qualifies for rent reduction at the lowest rate, 20%, and the rent 
payable is £12,000 per annum. 
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2.  Rent Reduction Criteria - Quality Assurance Standards 

The rent reduction policy requires organisations to go through an independent 
assessment process to ensure they are compliant with legislative requirements, have 
good quality and appropriate policies and procedures in place and have the capacity 
to manage premises effectively.  The policy identified preVisible as the most 
appropriate assessment process with, in addition, Your Value for larger 
organisations. 
 
PreVisible is a tool designed for organisations which manage premises which are 
used by others and/or the general public.  For many organisations based in premises 
in the community portfolio, this is the most appropriate assessment tool to match 
their activities but for the wider portfolio this is not necessarily the case.  Other 
nationally recognised assessment processes may be more appropriate for these 
organisations and many national charities require their local branches to meet their 
own quality assurance standards.  
 
The Council will still require a preVisible assessment for organisations which are 
managing community centres or other premises where the primary function is to hire 
out facilities to other organisations or the public.  However, for other organisations 
the council is considering whether it should accept PQASSO, EFQM Excellence 
Model, ISO 9000/1 and the Matrix Standard.  Where an organisation is an 
autonomous branch of a national body, the Council may accept the national body’s 
accreditation standard. This may be considered on a case by case basis. 
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3. Rent Reduction Process – Achieving Quality Assurance 

Quality assurance assessment processes are often lengthy and for larger 
organisations may be complex.  After an organisation’s expression of interest has 
been accepted, to take the application for rent reduction further, the organisation is 
required to demonstrate it meets quality standards.  The Council has made provision 
for support for organisations to achieve a quality mark through THCVS and other 
organisations.   
 
Part of this process is an independent assessment.  Where an organisation does not 
meet the required standard in this assessment, the rent reduction scheme does not 
currently specifically make provision to take account of potential improvement. 
 
The Council is now proposing that, where an organisation fails to meet the required 
standard but provides an action plan endorsed by the independent assessor, the rent 
reduction may be agreed conditional on: 
 

1. The independent assessor agreeing that the proposed action plan is 
achievable within an agreed timescale, normally six months and not 
exceeding twelve months of the Council’s acceptance of the organisations’ 
expression of interest; 
 

2. There being no other considerations which might give the Council cause or 
concern that the organisation may not be able to reach an acceptable 
standard within the agreed timescale, and 

 
3. The organisation undertaking to complete the lease with the Council at a 

market rent with effect from the date of the Council’s decision to award rent 
reduction. 

 
If an organisation is awarded rent reduction but fails to achieve the necessary quality 
standards within the agreed timescale, the organisation will be offered the option to 
surrender the lease without penalty or revert to the full market rent. 
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4. Stepped Rent Lease Agreements 

A stepped rent arrangement is a mechanism to give a transitional period for a rent 
increase to take effect.   In essence, the level of rent rises over the period of the 
lease at times and at levels agreed at the beginning of the lease.  The steps reflect 
the low start based on the full market rent and increase to a level greater than the 
market rent.  The higher level at the end of the term would make the increase on 
renewal or rent review easier to manage (reflecting that the rent is likely to increase 
again after the initial term has ended).   
 
In a commercial setting the principle is that the equivalent to full rent payments are 
made over the course of the term but stepped to make it less of a financial burden in 
the early years when a business may be starting up. Where the lessee is a VCS 
organisation the value of the community benefit it provides will acknowledged by the 
Council through an element of subsidy incorporated into the stepped rent 
arrangement.  
 
The arrangement the Council is proposing is an annual increase over the period of 
the lease.  The starting point would be the current rent plus 30% of the increase in 
year one with incremental 20% rises so that the final year would reflect 110% of the 
increase, as illustrated below.  The effect of providing this transition would be to give 
a rent subsidy over the period of the lease of up to 30%.   
 
Where the rent has previously been a peppercorn or there has been no formal lease, 
the increase will actually be the new rent.  For the purposes of the illustration below it 
is assumed a lease is already in place with a rent of £1,000 per annum.  The new 
rent at renewal is £8,000, an increase of £7,000 
 

Year 
Rent 

payable 
% of rent 
increase 

Initial rent 
Incremental 

increase 

Saving on 
market 

rent 

Year 1 £3,100 30% £1,000 £2,100 £4,900 

Year 2 £4,500 50% £1,000 £3,500 £3,500 

Year 3 £5,900 70% £1,000 £4,900 £2,100 

Year 4 £7,300 90% £1,000 £6,300 £700 

Year 5 £8,700 110% £1,000 £7,700 -£700 

Total     £10,500 

 
This example is for illustrative purposes to demonstrate the principle and could vary 
according to the circumstances and lengths of individual leases. 
 
Criteria 
 
Stepped Rent will only be considered where an organisation is not eligible for the 
Council’s rent reduction scheme.  It will not be considered where an organisation is 
eligible for the rent reduction scheme but fails to meet the organisational and 
community benefit criteria. 
 



9 

 

Each case will be considered on its merits but the following criteria will be applied: 
 

• The organisation must meet the same organisational and governance 
requirements as required for the rent reduction scheme, and 

• The activities undertaken at the premises must meet the same criteria 
relating to community benefit as those applied to the rent reduction 
scheme. 

 
Application Process 
 
The application process will follow the same format as for the rent reduction scheme 
with the opportunity to submit an expression of interest being offered with the offer of 
a lease.  The initial and, where appropriate, detailed assessment will offer the 
opportunity of appeal to the rent reduction appeal panel for a final decision. 
 
Reporting 
 
Where the Council agrees a stepped rent, the decision will be reported alongside the 
reporting of rent reductions to the Grants Determination Cabinet Sub-Committee for 
information. 
 
Case study 1 – Tower Environment Association 
 
The Tower Environment Association, a registered charity, rents a large warehouse 
store from the Council where it has secure storage for tools and equipment.  It has a 
contract with the Council to provide a gardening service for vulnerable people who 
cannot manage their gardens. 
 
It has previously had a tenancy at will agreement with the Council requiring a 
nominal £1 per annum in rent.  The market rent for the premises is £7,500 per 
annum. 
 
TEA has a contract with the Council as its main source of income and has no other 
activities.  It is therefore ineligible to be considered for the Council’s rent reduction 
scheme.   
 
TEA is invited to submit an expression of interest for a stepped rent.  The 
organisation already holds an up to date PQASSO quality mark as well as meeting 
the accreditation standards  of the National Environmental Associations Trust 
(NEAT).  Its activities are assessed by the Council and meet the community benefit 
criteria. 
 
The Council agrees to offer TEA a five year lease on the standard community lease 
terms with a stepped rent. 
 
The rent payable by TEA is therefore: 
 

Year 1 £2,250 

Year 2 £3,750 

Year 3 £5,250 
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Year 4 £6,750 

Year 5 £8,250 

 
Although the stepped rent in year 5 is slightly higher than the market rent at the 
beginning of the term it is close to the predicted rent if the lease is renewed at the 
end of the term.  The total subsidy provided by the Council to TEA over the term of 
the lease is £11,250. 
 
Case Study 2 – Poplar Lighthouse Outreach and Development 
 
Poplar Lighthouse is a community interest company (not for profit but not a 
registered charity) which rents a building with office and activity space from the 
Council.  It has a contract with the health service to provide borough wide specialist 
counselling and support to people with a rare chronic health condition. 
 
It has a short lease from the Council which has been renewed several times but the 
rent has remained below the market value for the property.  The current lease term is 
ending and the Council has agreed to renew it.  Poplar Lighthouse has been paying 
£5,000 per annum and the market rent will be £15,000 per annum under the terms of 
the new lease. 
 
Poplar Lighthouse has a contract with a public body, the health service, which is its 
main source of income and has no other significant activities.  It is therefore ineligible 
to be considered for the Council’s rent reduction scheme.   
 
The organisation is invited to submit an expression of interest for a stepped rent.  It 
does not have a quality mark but completes an assessment and provides an action 
plan which should enable it to meet a recognised quality mark within six months.  
The Council accepts the action plan.  The organisation’s activities are assessed by 
the Council and meet the community benefit criteria. 
 
The Council agrees to offer Poplar Lighthouse a five year lease on the standard 
community lease terms with a stepped rent. 
 
The rent payable is therefore: 
 

Year 1 £8,000 

Year 2 £10,000 

Year 3 £12,000 

Year 4 £14,000 
Year 5 £16,000 

 
Although the stepped rent in year 5 is slightly higher than the market rent at the 
beginning of the term it is close to the predicted rent if the lease is renewed at the 
end of the term.  The total subsidy provided by the Council to Poplar Lighthouse over 
the term of the lease is £15,000. 
 


