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TC/71/1819 

BRIDGNORTH TOWN COUNCIL 
TOWN COUNCIL MEETING 
TUESDAY 16TH APRIL 2019 

 

LJ/2019 

8th April 2019 

REPORT TO TOWN COUNCILLORS 

AGENDA ITEM 9ii) – LOW TOWN COMMUNITY CENTRE RECHARGES 

AIM  

1. To consider the appropriateness of the charges levied by Bridgnorth Town Council 

on the Bridgnorth Community Hall Charitable Trust. 

 

BACKGROUND 

 

2. Bridgnorth Town Council (BTC) is the Sole Trustee of Bridgnorth Community Hall 

(BCH) and is responsible for managing its affairs (as a separate corporate entity).   

 

3. All councillors (and the Clerk) will be duel hatted in discussing this item and it is 

important to be able to compartmentalise those competing demands that might 

arise. 

 

4. BTC delegates its responsibility to a management committee of 6 councillors and 

the Town Clerk is The Clerk to the Trustees of the Charity (as part of his Town 

Council Job Description).  The Town Mayor is the Chairman of the Trustees.  Cllr 

Marshall is the Chairman of the Management Committee. 

 

5. The Chairman of the BCH management committee and the Chairman of the 

Trustees have raised concerns regarding the ongoing accounting process regarding 

the re-charging of Town Council staff hours for services carried out for BCH; these 

attract VAT at 20% and the current structure of the BCH does not allow it to claim 

back VAT. 

 

6. Advice has been sought from the Society of Local Council Clerks (SLCC) on the 

appropriateness of the charges and the additional cost to BCH based on the need 

by BTC to charge VAT (See Enclosures 1 and 2 attached) 

DISCUSSION/ COMMENT 

7. The advice (in general) from SLCC confirms that the correct accounting procedures 

are being adopted by the Town Council in relation to its recharges to BCH. 

 

8. The accounting year for BCH is 31 July (and differs from that of the Town Council 

31 March).  While the accounts are administered by BTC staff, BTC and BCH are 

run as separate companies and subject to differing legislation.  
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9. In the accounting year ending 31 July 2018 BCH made an operating loss of circa 

£6k, leaving a cash in hand figure of £32k.  The previous year (31 Jul 17) saw a 

loss of circa £10k (excluding a one-off exceptional cost of £5k) and prior to that (31 

Jul 16) a loss of circa £15k; this figure included significant expenditure in works and 

equipment that were carried out to ensure that the building complied with all 

appropriate legislation.  Should the trend continue (a loss each year) then the long-

term financial future of the BCH might be at risk; it is losing money and not setting 

aside any contingency for major repairs that will inevitably arise.  

 

10. There are 3 elements to the recharges made by BTC on BCH: 

 

a. Standard salary of the caretaker. 

b. Ad-hoc maintenance and inspection work performed by the Council’s Direct 

Labour Force. 

c. Routine Administrative support fees including: processing of payments, 

bookings and financial management. 

 

11. In general and for day to day operating purposes, the Town Council staff treat BCH 

as another Town Council asset.  If it needs repairing we repair it; Town Council’s 

staff administer bookings, respond to enquiries and raise invoices.  The Town 

Council staff bank payments, process the accounts carry out regular fires safety 

checks, check for legionella, remove waste; we do much for the BCH.   

 

12. However, charging BCH for these services incurs a 20% additional cost [to BCH].  

Bearing in mind that the BCH is a community building used mostly by the residents 

of Bridgnorth then that additional cost ultimately falls upon the users. 

 

13. The Town Council could agree not to charge for its services to BCH (in effect give a 

grant in-kind). If the Town Council do not recharge for its services then those costs 

(in 2017/2018 circa £20k) need to be absorbed by a Town Council budget line.  Any 

budget line chosen to accommodate the cost will not truly reflect the expenditure of 

that service (it will be overstated). 

 

14. The Town Council already does not charge BCH for the services of the Town Clerk 

when fulfilling the role of Clerk to the Trustees.  The current procedure 

encompasses the DLF and 2 administrative staff. 

 

15. BCH could choose to register for VAT however, it would then likely need to charge 

VAT on the Hall Hire to users and the detail of this has not been explored 

sufficiently at this stage to recommend a view (and in any case that would be a 

matter for the Management Committee to consider in the first instance). 

 

16. The accounting and exemptions for VAT for Town Councils and Charities are 

different (albeit they have some similarities). 

 

17.  While the Town Council can choose what it might wish to do with any charges that 

might be reasonably levied on the BCH, it is unlikely that it can recoup the 

expenditure in any other form, other than precept the residents.  The Charity has 
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strict terms (by the nature of it [BCH] being a registered charity) that dictate what 

they might do with their money.  It is unlikely that that they can ‘give a donation to 

the Town Council in lieu of services rendered’ to avoid the VAT element. 

 

18. BCH could increase its rental fees to cover its running costs (something in the 

region of 20% might achieve that). 

FINANCIALS 

19. In (Town Council) Financial Year (FY) 2018/19 The Town Council received £10,820 

in recharges (excluding the caretaker salary) of which £1,834 was VAT - A net 

income of £9,170. Any credit note for the amount might been seen as saving the 

residents £1,834 but reduce the general reserve of the Town Council by £9,170. 

 

20. The Town Council has budgeted £6,000 in the 2019/20 budget for recharges 

(excluding the caretaker salary).  The cost (and therefore the income expected to 

the Council) is likely to be higher. Any decision not to charge for a period going 

forward would similarly reduce the Town Council’s general reserve. 

 

21. Undertaking the both of the 2 possibilities above without understanding the year 

end finances (yet to be completed) and other demands on the budget is not 

considered appropriate.  Spending large sums of the general reserve should not be 

undertaken without consideration of wider aspirations. 

SUMMARY 

1. The Bridgnorth Community Hall (BCH) is in recent year running at a loss. 

 

2. There is nothing wrong with the way the Town Council is operating its finances in 

relation to BCH. 

 

3. There are a number of essential tasks that the Council undertakes which ensure the 

ongoing availability of BCH.  Without Council involvement the Charity would likely 

cease to operate. 

 

4. While the Council might choose to encompass the BCH within the Town Council 

there are strict lines of delineation that complicate the matter. 

 

5. The current procedure appears to have the effect of creating a VAT generating 

mechanism that could be reasonably avoided.  

OPTIONS 

6. There are options that might mitigate this and help BCH return a profit each year 

including: 

 

a. BCH register for VAT (does not solve the immediate financials and would 

need some more detailed consideration). 

b. Bridgnorth Town Council agree not to charge for routine costs to maintain 

and service BCH for at least the FY 19/20. (this will likely result in the loss of 
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£6k of budgeted income to the Town Council and in effect might be 

considered grant funding).  

c. BCH increase its fees significantly (somewhat goes against the grain of the 

purpose of the Charity. 

d. Make an annual grant to BCH to cover the cost of the recharges (this does 

not remove the cost of the VAT to residents). 

e. Ask the Trustees to closed down BCH as a charity and transfer the assets to 

the Town Council (complicated and not fully understood without further 

research)/ 

 

7. Doing nothing right now remains an option (however that might be considered just 

be kicking the can down the road). 

(Notes: 

1.  The Responsible Finance Officer and Town Clerk appreciate that the Council 

should look to alleviate the pressures on BCH finances to maintain a community 

asset.  However, they have some sympathy with the option of Bridgnorth Town 

Council agreeing to cancel the charges to BCH raised during 2018/19 (in effect give 

a grant in kind to BCH to a value of £9,170) and improve the finances; the BCH will 

then at least break even this year. 

   

2. The Council can consider the appropriateness of charges for 2019/20 in due 

course. However, the management committee would swiftly need to investigate all 

the options above in some detail to ensure the future viability of the BCH with the 

minimum amount of financial impact on the Town Council.  

RECOMMENDATION(s) 

8. It is recommended that the Town Council considers the options and confirms what 

(if anything) it might wish to do to improve the financial situation of the Bridgnorth 

Community Hall. 

 

a. Officer’s Recommendation:  

That Bridgnorth Town Council agrees to cancel charges to Bridgnorth 

Community Hall for FY 2018/19 (£9170)  

And 

That the Bridgnorth Community Hall Management Committee would swiftly need 

to investigate all the options above in some detail to ensure the future viability of 

the BCH with the minimum amount of financial impact on the Town Council.  

Lee Jakeman 

Town Clerk 

 

Enclosures: 

 

1. E-mail extract - Town Clerk correspondence seeking advice from SLCC. 

2. E-mail extract – SLCC correspondence providing advice to Town Council. 
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Enclosure 1 

Extract from an e-mail dated 27th March 2019 – Town Clerk Requesting Advice on VAT 

charges. 

I am writing to enquire whether staff time that is recharged by the Town Council to a charity (for 

which the Town Council is the Sole Trustee) should have VAT added to it? 

 Please be aware that I spoke briefly with Debra Smith http://www.parkinsonpartnership.uk/ 

who provided some very useful initial advice but asked that I document the request more 

formally for a considered view to be given. 

Bridgnorth Town Council is the sole Trustee of Bridgnorth Community 

Centre  http://apps.charitycommission.gov.uk/Showcharity/RegisterOfCharities/CharityWithout

PartB.aspx?RegisteredCharityNumber=1050804&SubsidiaryNumber=0  

 Bridgnorth Town Council is registered for VAT (275 7782 08) 

 The Charity (Bridgnorth Community Hall is a separate entity administered wholly by the Town 

Council – separate bank accounts exist. 

 The caretaker of the Charity is on the payroll of the Town Council (not the Trust). 

 Members of the Town Council maintenance team provide much of the resource to tend to the 

general repair of the Charity Community Hall and its surrounds. 

 The cost of the above are recharged to the Community Hall with VAT at 20% added to the 

amount and the Charity then provides the Council with a cheque which is duly banked. 

 The  VAT element of the fee received from the Trust is in turn passed onto the VAT man as 

part of our quarterly VAT returns. 

 | have looked at VAT notice 749 https://www.gov.uk/guidance/local-authorities-and-similar-

bodies-notice-749.  I am drawn to section 10.3 

 It would appear that either the Charity can claim back the VAT charged or that it might not be 

necessary for the Council to charge VAT.  Which position is ‘more right’ I am not sure are you 

able to enlighten me? 

 If the Council is required to put VAT on the cost of the recharge then what process must if 

follow to reclaim the VAT back if it is not registered for VAT? 

 There might be an angle to take here regarding partial exemption however if the Town Council 

includes the business activity of Charity Community there is some risk that additional partial 

exemption elements might exceed the £7,500 limit. 

 Can you consider the points above to provide some advice regarding the treatment of 

recharged costs from the Council to the Charity Community Building?  

 Please note that I have copied into this e-mail the Town Mayor, The Chairman of the 

Community Hall Management Committee and the Council’s RFO. 

 Thank you in anticipation. 

 Lee Jakeman PSLCC 

Town Clerk 

Bridgnorth Town Council 

http://www.parkinsonpartnership.uk/
http://apps.charitycommission.gov.uk/Showcharity/RegisterOfCharities/CharityWithoutPartB.aspx?RegisteredCharityNumber=1050804&SubsidiaryNumber=0
http://apps.charitycommission.gov.uk/Showcharity/RegisterOfCharities/CharityWithoutPartB.aspx?RegisteredCharityNumber=1050804&SubsidiaryNumber=0
https://www.gov.uk/guidance/local-authorities-and-similar-bodies-notice-749
https://www.gov.uk/guidance/local-authorities-and-similar-bodies-notice-749
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Enclosure 2 

 

Extract from an e-mail dated 29 March 2019 – SLCC Advice Centre Response 

Bridgnorth Town Council appears to be making a taxable supply of services to the charity 

(Bridgnorth Community Centre).  It is either a supply of staff, or a supply of the caretaking and 

maintenances services provided by the staff (I am inclined towards the latter), but in either case 

it is a taxable supply.  The Town Council as a VAT-registered council, is correct to charge VAT 

and to account for it to HMRC. 

 

The next issue, then, is whether anyone can reclaim this VAT and unfortunately the answer is 

‘no’. 

As sole managing trustee, the council can reclaim VAT on some costs incurred by the charity – 

this is covered in Notice 749 section 6.5.  However, a clear rule is that no right to recover 

applies when the costs relate to the charity’s business activities.  I understand that the charity’s 

main activity is hiring rooms, and this is categorised as a business activity.   

If the caretaking/maintenance services relate to some other activity which is non-business, then 

the council will be able to recover on behalf of the charity. 

If the charity is not registered for VAT then there is no mechanism for it to recover VAT.  Even if 

it were registered, room hire is an exempt business activity (in the absence of an option to tax) 

and it's highly unlikely to be able to recover VAT given the stricter VAT partial exemption rules 

that apply to charities and businesses (VAT Notice 706). 

The charity could avoid incurring VAT if it directly employed the staff in question, or purchased 

similar services from an un-registered third party.  

For clarity, this issue will not affect the Council’s own partial exemption position. 

Finally, I did review section 10.3 of VAT Notice 749, and whilst I can see the relevance, I do not 

think that the council’s services fit into any of the circumstances set out in that section.  This is 

because the renting of rooms is an exempt business activity, and the funds used come from 

the charity not the council. 

 

Hope this is of help to you. 

 

Regards 

 

Lionel Thatcher, Fellow SLCC 

Advisor 

 

 


