REPORT TO CORPORATE SERVICES'

LEAD MEMBER MEETING

MONDAY, 6TH OCTOBER 2003 

BUSINESS RATES AND

COMMUNITY AMATEUR SPORT CLUBS

BACKGROUND

1.
This report is submitted for information and to seek guidance on possible future courses of action.

2.
Lead Member will be aware that from time to time sporting organisations apply for relief from business rates which are levied on their premises.  These organisations cover a wide spectrum in terms of size, facilities and finances.  They range, for example, from small, amateur football clubs whose "premises" might be simply the field they play on (with no changing facilities)!) and whose finances are no more than the weekly "subs" paid by the team, to certain golf clubs and the like which are well established, financially secure and have waiting lists for membership.

3.
The granting of relief requested is at the discretion of the City Council, exercised through Lead Member in consultation with the Director.  Some years ago the approach to the consideration of such applications was reviewed and a checklist and "flow chart" designed to bring consistency in the treatment of the cases, which reflected Members' wishes.  A copy of the "flow-chart" which is currently in use is attached for information.

4.
Under national legislation which applies to the granting of relief to all types of organisation (not just sporting clubs) the cost of relief granted is shared between the local authority and the national business rates pool.

5.
A registered charity is entitled to 80% relief as of right and the cost of this is borne by the national pool.  If a local authority chooses to award further relief in such a case, that is, to offer up to 20% discretionary relief, then 75% of any additional relief is borne by the local authority, with the balance falling to be met by the national pool.

6.
Where charitable status is not involved but a local authority exercises its discretion and awards Discretionary Relief then 25% of the cost falls to be met by the local authority, with the remaining 75% being met by the national pool.  This is usually the case covering amateur sports clubs.

RECENT DEVELOPMENTS

7.
Section 58 of, and Schedule 18 to, the Finance Act 2002 provide for relief from tax in relation to sports clubs registered as Community Amateur Sports Clubs (CASCs).  The eligible sports are designated by a Treasury Order and in effect are the sports appearing in the list of recognised activities which is maintained by the National Sports Council.

8.
Registration of clubs is handled by the Inland Revenue and to be successful in registering a club needs to be able to answer "yes" to the following five questions:-

(i) is membership of the club open to the whole community

(ii) are all the club's facilities available to members without discrimination

(iii) does the club's constitution prevent profits of the club being distributed amongst its members

(iv) does the club provide facilities for, and encourage participation in, eligible sports 

(v) does the club's constitution provide that on dissolution of the club any net assets are to be applied for approved sporting or charitable purposes?

Currently, in deciding on the award of Discretionary Relief to Sports Clubs, we apply these criteria amongst others, almost word for word.

9.
The above considerations apply to relief from tax, but not specifically to relief from Business Rates.  The Local Government Act 2003, at Section 64 seeks to provide relief from Business Rates to CASCs by treating them in the same way as charities.  In other words registered CASCs will be entitled to 80% relief from Business Rates as of right, with the local authority having the discretion to grant up to a further 20%.

10.
However, Section 64 of the 2003 Act has not yet been brought into effect; a start date will be set by order of the Secretary of State at some time in the future.  There is currently no indication of when the Secretary of State might make an order nor, in that event, of what the commencement date will be for Section 64.

THE FUTURE

11.
There is no immediate need to change our current approach to the treatment of applications for relief submitted by sporting organisations.  However, if Section 64 of the 2003 Act, referred to above at paragraphs 9 and 10, were to be activated then a change of approach might be appropriate.  It is suggested that we should at least review our handling of such new applications and of those cases where an application has previously been made and relief already granted.  It is perhaps worth repeating the comment made above in paragraph 10, that there is currently no indication of if or when Section 64 will be activated.

12.
If Section 64 is activated it is suggested that any new applications for relief received from sporting organisations should be required to show that the organisation is a registered Community Amateur Sports Club.  Organisations which are not registered will not be considered for relief.

Section 64 makes registration as a CASC one of the grounds on which discretionary relief may be applied, but does not limit discretionary relief to such organisations.

13.
In the case of organisations already in receipt of relief it is suggested that they be required to seek registered status; their failure to do so resulting in withdrawal of the relief.  This approach can be enforced because it is possible to withdraw relief previously granted provided the appropriate period of notice is given (which is a minimum 12 months).

14.
The purpose behind proposing these changes is that it will illustrate consistency and equality in the treatment of cases.  The criteria for registration accord very closely with those currently adopted by the City Council when considering applications for relief but registration with a body such as the Inland Revenue will bring an external rigour to the evaluation process and offer transparency and confidence that there is equality of treatment.  Further, there is a financial advantage to the City Council in requiring registration.

15.
As noted at paragraphs 5 and 6 above, the cost of granting relief is shared between the local authority and the national business rates pool.  By requiring organisations to be registered they become entitled to 80% mandatory relief, the cost of which is met entirely by the national pool.  Currently relief to sporting organisations is all discretionary, 25% of the cost of which falls to the local authority.  This still leaves the question of whether to grant up to 20% additional discretionary relief to a registered organisation (to top-up the 80% mandatory relief) but this can be decided on a case by case basis and the cost of granting such relief will still be less than costs arising under the present arrangements.  See the fictitious example below:-



NNDR Bill £1,000




100% discretionary relief granted




    75% cost to national pool




    25% cost to local authority  ……….£250



                                                                           ===




80% mandatory relief granted




20% "top up" discretionary relief granted




    25% cost to national pool





    75% cost to local authority ……….. £150







                             ===

16.
Lead Member's views on the approach to be adopted should Section 64 of the Local Government Act 2003 be activated are requested.

Roger Bell

Assistant Director

2nd October 2003 
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