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The Executive on 30th July requested the Director of Corporate Services to investigate ways of providing relief to non VAT registered businesses from the imposition of VAT. This report proposes some criteria for consideration.

Recommendations:

3.1 The Executive are  asked to:

(i) Consider the draft hardship scheme attached at Appendix 1. 

(ii) Determine the most appropriate method of approval of the VAT hardship scheme.
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VAT PROPOSED TRANSITIONAL HARDSHIP RELIEF SCHEME

1. BACKGROUND INFORMATION AND OPTIONS

1.1
The Corporate Resources Overview and Scrutiny on the 26 July 2007 resolved that the Executive be advised that:

(a) The Committee accepted the need for steps to be taken to ensure that the limit of Value Added Tax the Council could recover on services classed as exempt activities should not be breached.

(b) The Committee is concerned at the potential hardship which may be caused to small businesses as a result of any decision to opt to tax (i.e. charge VAT at 17.5%) on all of the Council’s commercial rents.

(c) The Executive be requested to investigate ways (other than exemption) by which assistance may be provided to tenants demonstrating financial hardship as a result of such a decision.

(d) Members stressed the need for proper long-term corporate planning. 

1.2
The Executive on 30 July resolved that:

(i) The Executive confirms the decision to charge VAT on all its commercial rents to take effect from the earliest possible opportunity.

(ii) The Director of Corporate Services investigate ways of providing existing non-VAT registered businesses some relief from the imposition of VAT.  This relief should be for businesses demonstrating dire financial need and tenants who had not been in business for a long time.  Any relief would be transitional and would not apply to new tenants coming in.

1.3
The proposed Hardship Relief Scheme which aims to tackle the potential hardship which may be caused as a result of any decision to opt to tax on all of the Council’s commercial rents is attached at Appendix 1 for consideration.

1.4 The proposal attached is based on the existing relief schemes in respect of rate relief. 

1.5 The proposal has also taken into account former ODPM guidance on the subject of rates relief. This states that although authorities may adopt rules for the consideration of hardship, they should not adopt a blanket policy either to give or not give hardship relief; each case should be considered on its own merits and the application process kept as simple and streamlined as possible to enable decisions to be made quickly.

1.6
Currently all applications for rates hardship relief are determined by the Executive. The Executive is asked to determine the most appropriate method of approval of the VAT hardship scheme.

2. CONSULTATION

2.1 CROS have called in the decision of the Executive and a special meeting to discuss the hardship proposals will take place on 17 August. Tenants will be notified of the VAT proposals following the decision of that meeting.

3. RECOMMENDATIONS

3.2 The Executive are  asked to:

(iii) Consider the draft hardship scheme attached at Appendix 1. 

(iv) Determine the most appropriate method of approval of the VAT hardship scheme.

4. IMPLICATIONS

· Staffing/Resources – None.

· Financial – Included in previous VAT reports.  From the consultation carried out on the issue of VAT hardship it is not considered that there will be a significant number of businesses affected and therefore the cost of applying a hardship policy should be low.

· Legal – None.

· Corporate – SMT/JMT have considered the draft scheme and their views have been incorporated into the propsal.

· Risk Management – Financial risk of hardship scheme anticipated being low as stated above. There remains a risk as set out in previous reports that the 5% VAT partial exemption limit is breached due to either a drop in the overall level of input tax or delay in implementing the proposals. A 1st September implementation as currently anticipated is borderline in terms of achieving the required limits (as previously reported).

· Equality and Disability – All tenants are treated equally under the agreement to charge VAT on all commercial properties.

· Environmental – None.

· Crime and Disorder – None.

· Impact on Customers – If approved, the hardship scheme will assist those customers who can demonstrate hardship.

ANGELA BROWN

Director of Corporate Services

Contact Officer:
Angela Brown
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7299
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VAT – TRANSITIONAL HARDSHIP RELIEF SCHEME
If as a result of the addition of VAT to your rent, you think that you will have financial difficulties that will result in hardship, you can apply to the City Council for a temporary reduction in your rent.  The City Council must take into account the interests of all Council Tax payers in the way it uses the Council’s financial resources so it must have evidence that you will suffer hardship.  

If you wish to apply, then you must provide the Council with:

1. Evidence of current VAT status if you are non VAT registered

2. Your latest audited accounts together with any interim statements

3. A twelve month cash flow forecast which demonstrates the hardship you will experience and why you need support

4. Information that shows how you could overcome financial difficulties if your rent was reduced

Any rent reduction would last until 31 March 2008.  You would be expected to pay rent at the present level while any application for a reduction was being considered.

APPLICATIONS FOR RELIEF MUST BE SUBMITTED BY …………….2007 TO: 

THE DIRECTOR OF CORPORATE SERVICES

CIVIC CENTRE

CARLISLE

CA3 8QG.
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