RUGBY FOOTBALL UNION

COMMUNITY RUGBY – TAX RELIEF FOR SUBSCRIPTIONS TO CASC’S
This note is principally directed at helping clubs which are registered as CASC’s obtain tax relief on junior subscriptions.  However, the principles used can be applied to all subscriptions received by CASC’s subject to a detailed evaluation of potential financial risks and rewards by individual community clubs. This is a general note which clubs may find useful in making the most of gift aid which is available to CASC’s but clubs should take their own professional advice as appropriate before implementing the planning described in the note.

COMMUNITY RUGBY – TAX RELIEF FOR SUBSCRIPTIONS TO CASC’S
Background

Subscriptions are an important source of income to community rugby clubs: they come from many sources including adult playing members, social members, vice presidents members and parents in respect of junior members.  Encouragement of young people particularly, is important because they are the adult members of tomorrow who will sustain the club.  This note was developed principally to explain how junior subscriptions paid by parents can be restructured to qualify for tax relief: the principles explained in the note also apply to adult VP and other subscriptions with appropriate adaptation.  A separate section highlights how this may be achieved.  Clubs will have to decide for themselves whether they wish to take advantage of this approach and if so the extent to which they apply it to some types or all subscriptions. HMRC may challenge aggressive subscription arrangements not in accordance with this note.
Young people are vital to the success of voluntary sports clubs.  There are huge numbers of children involved in voluntary sports clubs particularly in rugby union who will become adult members in the future.  For example, a typical major community rugby club will have an average of 221 young members representing around 53% of the club’s membership.  A community rugby club can register under the Community Amateur Sports Club (CASC) scheme to get valuable tax reliefs if it satisfies the qualifying conditions.  One of the benefits of CASC status is that a club is able to take advantage of Gift Aid and this note examines how the financial contribution in respect of juniors and other members through their subscriptions may be reflected in a tax benefit using Gift Aid.  
Gift Aid

CASC’s can use donations not only to generate additional funds from members, friends and other supporters in the local community but also to get a tax rebate from HM Revenue & Customs under Gift Aid.  Until 5th April this year the tax rebate was 28.20p in the £1. However, this included a 3.20p supplement from the Government that has now expired. The rate from the 6th April has returned to 25p in the £1.
Gift Aid has been slow to take off in CASCs; it has been estimated that only 1 in 10 CASCs actually makes repayment claims under the Gift Aid scheme.  Notwithstanding this, to 31st March 2011 Deloitte estimates that around £92.7m has been reclaimed since 2002 by CASCs of which £8.3m was under Gift Aid.  An improvement of the scheme in relation to subscriptions would have the dual benefit of encouraging more clubs to register and, for those that are registered, increasing Gift Aid repayments.  One of the areas where sport has lobbied hard for improvements to the CASC scheme is in the area of junior subscriptions.  
Junior subscriptions

Currently one of the restrictions in the Gift Aid scheme as it is applied to CASCs is that subscriptions do not qualify for relief.  Unlike Gift Aid for charities where there is no bar and junior subscriptions can qualify, registered CASC’s cannot claim relief.  This is a shame since providing Gift Aid for junior subscriptions could act as a great incentive for clubs to recruit and retain more juniors.  Despite intense lobbying of HM Treasury over recent years the Government has not taken up sport’s proposals. We are therefore faced with considering whether tax relief can be obtained for subscriptions paid by parents for their children under current legislation.  We can also consider whether the principles can be used for subscriptions generally.
Restructuring junior subscriptions

Parents generally pay the following in relation to their children’s participation in a CASC:
· An annual subscription for membership.


· Regular weekly/monthly payments for coaching fees.


The latest survey for the Sport and Recreation Alliance, done in 2009, covered 73 different sports and 2,991 clubs.  The survey estimated the average annual subscription for junior membership in an amateur rugby club is around £33 on top of which coaching fees would be paid.


A case can be made for a substantial reduction in this annual junior subscription without putting the club’s finances at risk. This reduction would be accompanied by an invitation for parents to make a donation to top up the revenue which would otherwise be lost.  For the purpose of this paper we will consider an amateur rugby club with an annual junior subscription of £50, on top of which coaching fees would be paid. The proposal might be to reduce the subscription to, say, £25 and request a voluntary donation at the level of £25.  It is anticipated that the latter would qualify for Gift Aid relief if structured properly.
This same principle can be applied to vice-presidents subscriptions and adult subscriptions generally; however the financial risk would increase i.e. the donation requested from the member may not be made and the club could be out of pocket.  The club will need to review its finances to ensure that under any new arrangements it will be able to cover its costs.
HM Revenue & Customs’ view

In the HMRC guidance on the CASC section of its website, HMRC confirms that the tax legislation prohibits membership fees from being treated as gifts and therefore cannot come within Gift Aid.  However it also confirms the legitimacy of setting membership fees at a lower level and requesting a donation on top.  Appendix 1 contains an extract from HMRC’s website. The club must not set the membership fee at too low a level so that the club cannot cover its costs. Provided the donation is genuinely voluntary and an individual could join the club at the stated fee without paying the donation then the proposal would work. The proposal for only junior membership fees to be restructured would mean the financial risk would not be so great and, in principle, could be managed. Restructuring other membership fees could also be considered but the financial risk would, prima facia, be greater.
The principle of setting a lower ticket price or entrance fee for fund-raising with a donation on top has already been accepted by HMRC provided it is implemented properly.

The potential financial benefits are substantial as Appendix 2 indicates.  This takes the proposal for junior memberships and applies it to a club with 221 junior members currently charging a £50 subscription but restructuring so that the subscription is only £25.  A donation of £25 is requested and, of course, any regular junior weekly fees would continue to be payable.  Appendix 2 indicates that if all parents contributed a £25 donation then the club would be £1,381 per year better off.  Even if 10% paid no donation the club would still benefit by £694.  These figures are for illustrative purposes and of course it would be up to each individual CASC to decide to what extent it would restructure its subscriptions.  However, the potential benefits are available.  
Practical points

CASCs following this proposal would need to bear in mind a number of practical points and take great care in moving to the new lower level of subscriptions.  These points include:
· The donation must be voluntary and cannot be a condition of membership which is secured by the £25 subscription in the above example.

· A club would need to assess the risk and measure it against the potential benefits within its particular club.  It is, of course, possible that far from parents (or members) not paying the requested donation of £25 some may give more.  


· The membership documentation will need to be carefully drawn up to make it absolutely clear that the donation is voluntary and also to enable Gift Aid claims to be made easily (see the pro-forma registration forms at Appendix 3 and 4 and covering letter extract at Appendix 5).

· The parents paying the junior subscriptions (or indeed other members whose subscriptions are restructured) will have to qualify for Gift Aid in the normal way e.g. they will have had to have paid sufficient taxes to cover the tax rebate to the CASC.  Of course, for higher rate taxpayers additional relief may be claimed on the donation.  
CASCs will, of course, have to tailor the proposals to their own particular circumstances.  

Application to other types of subscriptions

Some clubs may wish to consider extending the principle to some other or all types of subscriptions.  As noted above this brings with it additional financial risk which is something each club should consider based on its own circumstances.  These notes indicate the amendments to the documentation which will be needed.
Summary

The proposal is capable of implementation without the likelihood of a successful challenge from HMRC.  For many clubs the level of donations may be such that the CASC’s finances will not be put at risk, indeed more funds could be generated as a result of the tax rebate.  The objective will be not only to increase Gift Aid take up amongst existing CASCs but also to encourage more clubs to register as a CASC and take advantage of Gift Aid relief.  
Richard Baldwin – Tax Consultant
3rd May 2011

APPENDIX 1
HMRC GIFT AID GUIDANCE (April 2011)
Maximising Gift Aid for CASCs

Clubs are free to set membership fees at whatever levels they like. To maximise Gift Aid, your club could set a basic membership fee - although it's important to make sure that your membership fees at least cover your running costs. Your CASC could then suggest a voluntary donation on top of the basic fee, which could qualify for Gift Aid - but it must be clear to the person joining that they can join without paying the donation. Anyone who joins the club should have the same access to facilities without paying the extra donation.

For example, if you set your membership at £50 with a suggested (but not compulsory) donation of £30 and someone chooses to give you £80 then £30 could qualify for Gift Aid.

APPENDIX 2

CASC RESTRUCTURING SUBSCRIPTIONS
	Assumptions
	 
	 
	 

	 
	 
	 
	 

	221 junior members
	 
	 
	 

	£50 annual subscription currently
	 
	 
	 

	£25 annual subscription and £25 donation proposed
	 
	 
	 

	 
	 
	 
	 

	Financial benefit
	 
	 
	 

	 
	 
	 
	 

	 
	Member
	Gift Aid
	Total

	Currently
	 
	 
	 

	221 @ £50 subscription
	 £11,050 
	 
	 £11,050 

	 
	 
	 
	 

	 
	 
	 
	 

	Proposed – 100% of parents make donation
	 
	 
	 

	221 @ £25 subscription
	 £  5,525 
	 
	 £  5,525 

	221 @ £25 donation
	 £  5,525 
	 
	 £  5,525 

	Gift Aid
	 
	 £1,381 
	 £  1,381 

	 
	 £11,050 
	 £1,381 
	 £12,431 

	 
	 
	 
	 

	 
	 
	 
	 

	Proposed - 90% of parents make donation
	 
	 
	 

	221 @ £25 subscription
	 £  5,525 
	 
	 £  5,525 

	199 @ £25 donation
	 £  4,975 
	 
	 £  4,975 

	Gift Aid
	 
	 £1,244 
	 £  1,244 

	 
	 £10,500 
	 £1,244 
	 £11,744 


APPENDIX 3

X SPORTS CLUB

JUNIOR MEMBERS REGISTRATION FORM

Name:

Address










Post Code:
Home Telephone No:



Work:

Mobile / Emergency:




Email Address:

NB if you give us your email address it is assumed that we can use it to correspond with you.  In this way the club can keep down its expenses
School Attended:




Year:

Date of Birth:

Signed:





Date:

I agree to pay the junior subscription and would like to make a donation on top. I understand that I do not have to make a donation and that the above / I (delete as appropriate) can join the club by only paying the subscription fee of £[25.00].

Subscription





£[25.00]


Donation





£[25.00 or more]


Cheque enclosed/standing order (separate form)
£[50.00]

I would like to treat the donation to the club as qualifying for Gift Aid and confirm that I have paid or will pay income and/or capital gains tax at least equal to the amount the club will reclaim on the donation.

Signed:





Date:

(Parent/legal guardian or a junior applicant)

A parental consent form must be completed for all members under 18
APPENDIX 4

X SPORTS CLUB

MEMBERS REGISTRATION FORM

Name:

Address










Post Code:

Home Telephone No:



Work:

Mobile / Emergency:




Email Address:

NB if you give us your email address it is assumed that we can use it to correspond with you.  In this way the club can keep down its expenses

I agree to pay my subscription and would like to make a donation on top. I understand that I do not have to make a donation and that I can join the club by only paying the subscription fee of £[25.00].


Subscription





£[25.00]


Donation





£[25.00 or more]


Cheque enclosed/standing order (separate form)
£[50.00]

I would like to treat the donation to the club as qualifying for Gift Aid and confirm that I have paid or will pay income and/or capital gains tax at least equal to the amount the club will reclaim on the donation.

Signed:





Date:

APPENDIX 5
X SPORTS CLUB

EXTRACT FOR LETTER REQUESTING ANNUAL SUBSCRIPTION

‘As you know the club has registered under the Government’s Community Amateur Sports Club (CASC) scheme.  As a CASC we can claim back £2.50 in tax for every £10.00 donated to the club by members and supporters.  We have therefore been reviewing our membership subscriptions policy and have decided to reduce the annual [junior] subscription to [£25].  However, in order for the club to maintain its finances we would ask you for a donation of at least [£25].  We would emphasise that this donation is entirely voluntary but would be gratefully received since it will enable us to reclaim [£6.25] from HM Revenue & Customs (and if you are a higher rate taxpayer for you to claim additional relief).  The new [junior] members registration form which is enclosed contains a space for your donation and we would very much appreciate your support of the club’.
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