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voluntary redemption merit cgmsidcrﬁtion. It is worth
noting that whenever redemption takes place the capital
sum is twenty-five times the annual charge. Unless a
property in respect of which the local authority is liable for
land tax is likely to qualify for exoneration, or can so
qualify in whole or in part.by apporl;ionmcnt, there would
appear to be an advantage in redeeming the tax as soon as
possible after 1st Januqry, 1950, to avoid further annual
payments. The regulations to be issued under Section 43
will have a bearing on this matter.

Abattoirs—Ministry of Food Grant

My predecessor’s advice was sought recently in connec-
tion with the Schedule D Assessment of a local authority’s
abattoir, which was operated under the control of the
Ministry of Food. For the year in question there had been
a substantial operating deficiency towards which the
Ministry-of Food had made a grant. The querist asked
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whether the grant could be excluded from the income
brought into account for income tax assessment. He was
advised by Fimtax II that the Seaham Harbour case
related only to grants which were held to be of a capital
nature, and that there was Case Law to support the view
that grants of a revenue nature are taxable, e.g. Lincolnshire
Sugar Co., Ltd., v. Smart, 1937, relating to sugar subsidies,
and Higgs v. Wrightson, 1944, relating to ploughing grants.

It was also pointed out to the correspondent that the
grant in this case was a contribution towards a revenue
loss incurred as a result of operating under the Ministry’s
control, and as such is in the nature of a payment for
services rendered to the Ministry of Food. For these
reasons the view was expressed that the grant should be
brought into account as trading income for tax purposes.
Such a result was not inequitable, for if the local authority
had been free to raise charges, the resulting income would
have been taxable.

I. DERATING—Hereditaments used for Storage—Extent
to which the benefit of derating may be obtained—review
of Statute and Case Law. (Local Government Chronicle,
13th August, p. 851, and 27th August, p. 915.)

2. ESTABLISHMENT—A Commentary on Annual Leave
Rules. (Local Government Chronicle, 13th August, p. 842.)

3. Law—Lands Tribunal Act, 1949—Rating Valuation
—=ffect upon right of appeal from local valuation court
under ss. 49, 62 and 87 of the Local Government Act,
1948. (Rating and Income Tax, 20th August, p. 368.)

Items of Interest from
List No. 69—By J. H. WIiLKIN, Borough Treasurer, Huddersfield

Service Journals, etc.

4. LocAL GOVERNMENT FINANCE.—* Increased spending
has absorbed Rate Relief ”—review of the first report of
the research working party examining the effects of the
Local Government Act, 1948. (Municipal Fournal, 2nd
September, p. 2161.) :

5. RATING—* Professional Valuers acting for the Inland
Revenue Department ’—article with reference to recent
advertisements,- and with particular reference to future
valuation for rating of the nationalized undertakings.
(Rating and Income Tax, 27th August, p. 378.)

The Finance of Civic Restaurants—An Investigation

By GILBERT SUGDEN, Borough Treasurer, West Bromwich

HE importance of the finances of the civic restaurants
service needs no emphasis because of the provisions

of Section 3 of the Civic Restaurants Act, 1947. The duty
imposed upon local authorities by that Section to “ use
their best endeavours * to make their income sufficient to
meet their expenditure is known to financial officers whose
authorities maintain civic restaurants undertakings. So is
the fact that if a deficit is shown in the accounts in each of
three consecutive financial years, the local authority may be
faced by a withdrawal of their powers to run an under-
taking. It is too early as yet to know which authorities may
be in difficulties because of the three-year financial life
which the Act gives : this cannot be known until after
31st March, 1950. Whilst the Minister of Food has optional
powers to give further leases of life in certain circumstances
to those undertakings whose demise might otherwise be
brought about, no guidance has yet been issued as to how
the Minister will exercise these powers. But it is clearly
incumbent upon all the authorities to have the utmost
regard to the position of the revenue account of their civic

restaurants undertaking. Where losses are being incurred, .

or even before that point, where losses are in prospect,
steps must be taken to put matters right or the possibility
of winding up the service must be faced. This is not always
an easy matter. The civic restaurants service is, in some
aspects, semi-social in nature. It is, perhaps, the only

service of this kind whose future may be determined purely
on financial grounds.

It appears from the information one is able to gather that
many local authorities have been faced recently with the
problem of whether or not to continue civic restaurants
undertakings. In many parts of the country the tendency
for trade to decline has been marked in the last twelve or
cighteen months. The Minister of Food, in answer to a
question in the House of Commons on 21st February, 1949,
gave the following information about the number of civic
restaurants in operation compared with the number
operating in 1948, 1947, and 1946 :—

4th February, 1949 . A 678
3rd January, 1948 . . 773
1st February, 1047 . ST 6
Sth January, 1946 . . 1,373

These figures indicate a considerable drop in the number

of establishments in operation over a period of three years$

They do not necessarily mean that local authorities are
closing their civic restaurants undertakings altogether. Itis
known that in many areas there is taking place a concentra-
tion of the undertaking, and that some restaurants and
dining-rooms are being closed but the better equipped and
better sited establishments are being kept in operation.
Nevertheless, there is a falling off in trade, and some
interesting figures were given by Mr. F. Le Gros Clark
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Basis 2.—This basis was available either for the transfer
of the whole of the undertaking or of any individual
restaurant. The fpayment to be made to the Ministry
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TasLe III

Amounts Involved on Transfer of British Restaurants

was calculated as follows :— under Basis I :
(a) The balance of the depreciation (or amortization) fund ; ok e — o :
lus ¢ England ‘
(b) Any profits on the whole undertaking (i.e. revenue account snd Wales Scotland
balance) less income tax liability ; plus (19 Authori- | (6 Authori-
(¢) The capital cost of buildings and equipment taken over, ties) | ties)
depreciated at 1 per cent per month from the date of
acquisition. i ‘ £
Gk ¢ i L Capital cost of undertakings (in- | %
The liability for the reinstatement of premises is to be cluding elquipmcnt) o B 395,716 | 29,854
apportioned between the Ministry and the local authori Unavoidable losses repaid to 1
in any case where the restauranttil;yclosed prior to 1st Apx'itly ity of BOOS © s ot ey o
y o Interest after deducting interest on g
1951 amortization payments 22401 | 6,960
Basis 3.—This was similar to Basis 2 except that : - 418,367 | 39,748 :
instead of the depreciated value of the buildings and A T e, WO i
equipment (Section 2 (c) above) the value of transferred Atflortization Pimd 259,847 | 8,394 4
assets had to be agreed with the District Valuer. Accumulated profits . 106,430 f 5,351 ’
[
: S ; 1
Under this basis the local authority is fully responsible | PO g 7
for reinstatement of premises as this factor will have been Contingent liability for cost of re- ’
taken into account by the District Valuer in his valuation instatement of premises and claims :
of the assets. for compensation under Com- | : ! -
It is interesting to note which basis proved most popular. pensation (DefercPlics, 9908 P kel 7 3

So far as the authorities to whom the inquiry was addressed
are concerned, Basis 1 which, it will be remembered, was
available only if the whole undertaking was taken over, was
much more attractive than either of the other two. The
following figures in Table II show this :—

TaBLE II

Basis of Transfer of British Restaurants under
Ministry of Food Circular WM 6-7

The total of retained balances goes a long way towards
meeting the cost of acquiring the undertakings from the
Ministry of Food, at least as far as the authorities in England
and Wales are concerned. It is obvious, therefore, why
Basis I has proved the most popular. In Scotland the gap
between cost and balances retained is proportionately
greater than in England. It is, therefore, a little curious

that Basis I has proved as advantageous to authorities in
Scotland as in England.
afg%‘is Scotland There are, of course, wide variations in the figures for
No.of _| No.of individual authorities. In some the margin between cost
Authorities | Authorities and retained balances is quite small. In two the balances
Basis 1 ‘19 6 exceed the capital cost. & !
<, gl 9 I . In efft;ct? theéefore,. maxg authorities have subgtaf:nally
> e I ought their undertakings from revenue, a most satisfact
Special arrangements with Ministry 4 posui%il‘lm. : -
of¥aod e ’ s i 3 - £ ‘th s . .
Transferred from county councils on One of the principal reasons which prompted this
Boshs' 11 Wozi0| YS0%. gy 2 z investigation was to find out why some authorities made a
Undertaking maintained by council success of their catering whilst others apparently did not.
B mﬂgg ol 7 ; % It is virtually impossible to provide a complete answer on
this point without personal investigations on the spot, but
Tosals’ ', 45 ‘B 41 8 some useful comparisons can be drawn between the trading

Three authorities, it will be noticed, did not adopt any
of the three bases. Special arrangements were made with
the Ministry of Food either to rent premises and equipment
or purchase certain items of equipment outright, Each
authority concerned was opening a new restaurant. The
arrangements made with the Ministry were, therefore, of an
interim nature to allow the authorities to maintain the
service until the new restaurants were brought into use,

For the twenty-five authorities who adopted Basis I for
the transfer of their British Restaurants the amounts
involved under each head are given in Table III :—

results shown in the accounts of the various authorities who
replied to the questionnaire.

A comparison of this kind is given in Table IV. This
shows the trading results for the year ended 31st March,
1948, which have been analysed over the main heads of
account expressed as percentages of the total income of each
undergakx_ng. Charges for debt redemption and interest,
amortization, taxation, and capital expenditure met from
revenue are not shown in the statement. These items are

not normally charged to trading or revenue account and

have been left out because it was primarily with the idea of

using the revenue accounts as a guide to successful trading
that the summary was prepared. ;
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acumen. The combined results show that out of forty—nms
authorities sending in figures, forty-three of them manage
to make a trading profit in 1948.
The ranges of profits and losses, expressed as a percentage
°fb‘]°ml income, have been examined and are given in
Table V :—

TaBLe V Account expressed as 2 Percentage of Total Incoms
Ranges of Profits and Losses for 1947-48 expressed T iR S
as a Percentage of Total Income St cuy Eaclad -
| Beglad ~A11 Head of Account Vggl(i . Scotland Au?hl(l,ﬁ_
Range and | Scotland | Authori- ties
Wales ties : % % ‘T
Profits. Income. 2
g’c)n m’i';ﬁng 5% . 5 4 5 Meals and refreshments 9927 9971 99-30
Above : g:/o not exceeding 107 14 5 1% Other income . 0°73 0-29 07
= ;go,: s S 2 2 ToTAL INCOME 10000 | 100-00 | 100-00
3 21 0/6 » w do B
5 ’ i v Exigend_ityre.
Trovisions . . . O- .
0 Laihi / > I A ’ 2 Salaries, wages, and National 2 4399 41-21
Not excee'ding 59 gosSHranes g . 32-°47 30-28 >
eding $% . 4 - Fuel, light, and heat . . - 32-30
A‘::m (o) = omiag 03, 1 = 4 Rent, rates, and insurance . g.gf, 3217 3-96
e > 15% Laa = % Repairs and renewals of 2468 2-97
, equipment : : . .
& Repais and maintenance of 2904 8026 | ayye
Establishment ' 199 1-89 1-98
In England and Wales the profi : Other expensesexmnses 4-46 5-12 4.9
Om 24-24 per cent (authority o7y Ly & B0 VAried : 169/ ‘%66 F obeie
7). In Sco: T cent OTAL EXPEND
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“In view of what has been said about the importance of
the expenditure on provisions and_ salaries and wages, these
two items might perhaps be given cloger examination,
Table IV shows that the range of expenditure on provisions
expressed as a percentage of income varied from 31:2 per
cent (authority 25) to §7:8 per cent (authority 40) in
England and Wales and up to 587 per cent (authority 48)

country does not alter radically
between different areas. The percentage expenditure on
provisions has been analysed over ranges and Table VII
gives the number of authorities in each range, This
number has been further divided to distinguish between
authorities making trading profits and their less fortunate
.~ brethren. The figures are based upon the trading results
- for 1947-48.
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therefore,
expenditure than the tota)
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although they account in aggregate for much less
of provisions and salaries and

wages, may be very important to an authority working near

the margin,
TABLE IX

Analysis of Percentage Expenditure on Provisions and

Salaries and

Range of
Profits
or

Expenditure expressed as a
percentage of Total Income

ties

No. of |
Aut‘hori- ’ Authori-

|

t
=

Wages (combined) in 1947-48

No. of

ties

making incurring

= This analysis shows some rather peculiar results, Jt o Profits | Losses
. might have been expected that the authorities showin Up to | Not exceeding 657, s £
. losses would have appeared in the higher percentage groups. 575 Above 65% not exceeding 70, 1 -
But the six authorities concerned are all below the  Above 3 70;’?) 3 3 gg Z//o Lol 5
: 50 per cent > grouping in which, strangely enough, are six =« gg%‘: 7 < 859, ey | ;
authorities showing trading profits. It is again difficult to 50 550 X inds OO I o3
. draw any definite conclusions on this particular aspect of — - >
| dvic restaurant catering. Clearly, however, the Dlangol] e Eﬁéfﬁ?}:‘ﬁﬁf& i o0 et R
line for provisions appears to be round the 40 per cent to exceeding | ,, 709, 5 I5% e,
45 per cent of income mark. If expenditure on provisions 109 ot 75 % 80U nikiinh " oy
accounts for more than 40 PEr cent to 45 per cent of total 2 505 P 852//6 - I
income, the matter calls for investigation. », 8% R Al § o= b i
Table VIIT shows, for salaries and wages including Above | Not exceeding 65% . o = t
National Insurance, a similar analysis to that given in 10% not | Above 65% not exceeding70%, | > | -
Table VII for provisions. exceeding |, 79% 5 RIS R G —
As with the percentages for provisions, there is a wide 5% 2 gg O//o EX > 20 ‘7) e e
variation in the percentages for salaries and wages. The 2 859 4 ggu/‘; i B | T
authority with the lowest figure (authority I3)iisieXceptionall e o 0 == P
at I8 per cent because the meals supplied are already cooked Above | Not sxccedinplos gt o T 3.k
on purchase. But the next lowest authority (authority 35) ) é/g DS bove fgof’ e ccdmejog. agcke 0
has a figure of only 21-14 per cent compared with authori- St e 5 733,3 ik Pl e
ties 31 and 38 who, at the other end of the scale, show SR 300 RS S0A b P
es of 42 per cent and 44°2 per cent respectively. 2 S5 % 909, e T
e e
: 20% Above 65% not exceeding 709, - -
income. But this limit cannot be regarded as absolute : ol o SR e ASOA ey
because there are authorities with percentages higher than o T e YR -
. . . 09, 859/ o T
35 per cent who were making profits in 194748 whilst Do P ol > Sl
other authorities with lower percentages were making DN U 990 ey =
losses. - g Totals 43 6
It should be remembered, however, that as was noted
TABLE VIII

Expenditure expressed as Percentage
of Total Income

No. of Authorities in
England and Wales

No. of Authorities in
England, Wales, and Scotland

Making Incﬁrring ’ Total Making Incurring | Total
Profits Losses Profits Losses
Not exceeding 209, . : - . 1 o I 2 1
Above 20% not exceeding 259, A 6 6 7 2 7
5 250, 4 2 30% 9 10 10 I II
s 309 5 2 3570 . 13 14 16 I 17
3 35% %) 4005 . 6 8 9 2 =L
»  49% 2 5% . . = 2 - 2 ~
Torats , ‘ ’ 35 I 41 43 6 49
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In view of tlfle tglg"‘gmv.-signs and snlt:iﬂcmnbinmg the
i Table IX has been PrEPAICE O i uishing
percentages, la . all authoriti® incurring
expenditure on these items for ad those 1

i : fits ar r 0S8
between authorities making Pll;‘()) shows the prOﬁt (0

i fable a
losses in 1947-48. The Ta e
oup. ¢ ‘ons from 1
mll‘tgt?: f(:\ru?;‘l:?tir drapw more definite Ci’}’f]"g?me authori-
Tabltlzt tga;{ from cither Table VIL or V ‘per cent an not
ties in the modal range of pmfﬁt; (g:"l’l‘:fii figure excc_zqdmg
ing IO per cent) none o the ey :
gc;?':ué%m for the co%ll):neg ';ﬁ}:]‘:ggg:: carning hl%::g
! . < \ rcen
Saxloaglmes,ﬂ:?tdisv:ab%evse 10 per cent, the Combﬁgﬁf ixcee e
ﬁgurep for provisions, salaries, and Wages | ering losses
r centp of expenditure. In authorities 131cd  per cent
lesepczmbined percentage figure always exceeded 7.

of expenditure.

i hi
These facts are significant. ~ They emI;n e
importance of the expenditure on provisions

wages i taking.

and in the success of an under ' e .
It is curious to note that one authoréty vzlft'gﬁ) ilsi s};f;; :
range up to § per centhad a percentagi f{i‘;;rp o

salari d wages over 85 per cent ¢
woul? 1’1::; imagined it was almost impossible to show 2

profit with such an unfavourable figure. "ghls a‘é;?l‘intyl\;;

No. 44, whose percentage profit was 20 Peg ; akm 5

charge has, however, been made against t.;he under o gthe

respect of establishment expenses and this may explamn

result. £

These notes have been fairly well strewn with tables of
one sort or another and the reader may be overcome by the
introduction of another. But it is often interesting to
compare things at opposite ends of the scale. Table X has,
therefore, been drawn up to compare the authority (No. 27)
whose undertaking showed the largest percentage profit
with the one (No. 33) incurring the greatest percentage loss
in 1947—48. Net revenue account figures have also been
included in the Table for the sake of completeness.

It will be seen that authority 27 has a percentage for
provisions of 34-91 against authority 33’ 49-4. Yet the
former has a salaries and wages percentage of 28- 81 against
the latter’s 25-8. The percentage for establishment
€Xpenses in authority 33 seems extraordinarily high and its
percentage for rent, rates, and insurance is also yel] above

asize the

and indeed in some cases is
than tt;ep;:ggrtespondmg percentage for othey
bas’!'hefc{zggleted questioxinaires
S 0 1nvestigation contain much informatj i
 inve rmatio
owull)g to d1ve1:s1ty between the yarioys authoritie[sl vr:l llfh, '
nghis ccn practicable to summarize, Important ,sect' y
ga L kmdj11 deals with tarxﬁs. The variety in the ¢ eslm;‘
s uu;ff which the authorities provide, I 0
e :nr;h: qlassxﬁcaqon of meals, makes jt impossible
ng sufficiently digestible for an article of thj(s)

sort. So far as tariffs are

concerned, ho
probably been much reyised since the uzveyer, Ry chure
Sent in, so nothin, Akt i

only is of any use on thar aspect

It was once hoped thar this investigati '
2 . ¥ 1nvestiga
Information upon which a blue print:g fgx? mléligli?g;ce
58

which haye formed the

ic Resldﬂra

etween Authority making »
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TABLE X ;|

o b .
cOmparxsgn Gross Profit_and fgth(}l‘lty T gh@,t L‘Q‘ﬁf
Pefcegtigtcst Percentage G10ss LOSS in 1947 ity eriet
: ————— rimes
R eco
Mei—c Highest Profit Greategt 15 unThI
(Authority 27) (Authorjty 35! i it
e 3) res
95 Of 9 ment.
Income Ingo?.f ] or tw
| e e T = 3 restat
. mort€
(I)se{{g%iﬁ eals 18,—6—2_0 10000 8,ﬁ2 %. cavefi
Sale of intoxicants i 288 : neces
Other incomeé e —_— 33 who
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a1 TR o —— custo
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| ¢ g8 b
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penditure. o
Amortization or i
loan charges . 782 420 — — 2
Capital expendi- b
ture =
: : ; T 570 65
Taxation 349 1-87 b a i ;:
5 »
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R ¥ i s really upon efficient mang ement t} ; ; I
x on. ¢ ",J L O o JPement that the. a5 to cover costs, the special catering can be left to 100
aking High, ::ca:ss of the ,‘,'"[L:”zf,’“ ﬂf,",‘",,“ ]}E:L:lllt Will depend. 1 after making the profits, This is a plan which ought to be
?rlty In -est ;lndouthd])’ pays [« PAOY Y-qualified and ex-

3 3 a i i ith the
d catering manager. He can save hig salary many dopted with satisfactory results. It also accords with

- . ¥ s H : . . . . ivic
r. Half measures on this side of the Bisiness ar ocial service idea which is in the background of c

n 1947‘48 ln& z pcn'cnccm
T At ] and can be fatal, catering, : k
B uneconomicd’ ne ber of meals : s There are many problems facing local authorities in their
Greatese Lo of | The dc;“;;?,;’h‘,r]?,::;inan»on onc ihg csgg_’f% ;rtllfoleli?y ClVIC  catering ventures at the present time. The loan periods for
(Authoriy 33) B R0 use putting up the price of meals by g pero,  tAKINg over the equipment from the Ministry of Food were
S ; at. Itis L Yy 4 penny enerally sh i i der-
! % ot m¢ wopence and hoping for the best, Demand’ for civic tgakin Vi s s Dk Tt dlfﬁcult. i u-ﬂf ft:
Tngess or ¥ > meals is very sensitive to smal] ryi & 1o pay its way in its early years. Again, many of the
= /%\ ,amurarf;fsofg:’t; = noty even & small il?;?elzl slzﬂrcccs ucll::?gcs restaurants are located in makeshift and unsuitable premises
£ | and mt?mn corresponding drop in revenue. This calls foa They oty all efforts to make them clean and attractive.
| more consideration of tariff structures, = I 58 b; €y may also be sited in positions away from the main
965 to introduce a better type of meal fo. Custo}r’ners trading centre of an area. New premises, whilst not
el neccssa;yprepared to pay more whilst, at the same it altogether out of the question, are expensive to build and
3 who nanlg a basic meal at the old price 50 as o K& thasi gqmp. Their erection would probably involve a heavier
s o mers. A waitress service, complete with tablecloths alurden o siaarEes to be met from revenues which vy
’\ C".Ssjot have to be considered. The manager might also recyice showing a tendency to decline. ;
mig d of special catering to wedd; : C1e 18 really no cut-and-dried solution. Local circum-
494 end the fiel P g ngs, receptions st : ; -
civic ocasions, and 0 on. It i in this field that ghe Lorss one  thing. semy’ioue policy and diffr i O
25-8 : usually greatest and the principle of i 4 “ms certain : running a lo et £y
OB etnt il bear > can Be atio P MISOMtay AT fevice s o sprc e Job for ‘- ot
K WI}; refreshments, etc., from mobile canteens jn parks, at euililiv?rsed S e i bt A
II-g hgas and so on can also show a useful return on expen’di- e bable o ompctc with Sy G o i
g Special theatre suppers are also ofte ¢ Management and direction must be in the hands of
Sare. }:f B onn plr]oﬁtable. someone with imagination and initiative who knows the
I-4 Broadly, Such a scale  catering business inside out.
1-3
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& . Equ:pgqent for training purposes, Local Government (Payment of Grants, etc.) (Scotland) Regula-
_5 » » I8 Recruiting arrangements, x tons. S.I.1616. S.r12. ac
M.H. er%ular 3;1 L.Gf. Acft, 19&1{8. Section 125. Regulations i
R . about the transfer of stock. {
65 Superanpuatwn Local and other Authorities (Transfer of Stock) Regulations. 3-
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ol S8.1.1463. eachers’ Salaries (Scotland) Provisional Amending Regulations.
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endment No. 2) Regulations. S.1,1466, ater (Adaptation and Modification of the I.ocal Government
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2 3 ational Health Service (Scotland) (Superannuation) (Amend- . O:78. e :
int fallurg ment) Regulations. S.1.1479. S.105, Education (L.E.A.) Amending Grant Regulations, No. 3. S.L.1362, ¢
ons mak National Insurance (Modification of the Superannuation Acts)  Local Government (Grants and Payments) (Calculation of
risons are (Amendment) Regulations, S.I.1620. Population) (Scotland) Regulations. S.L.1653. S.r1s.
lertakings County Court Funds Rules. S.I.1654 (L.16).
the more : British Transport Commission. Report and Accounts for 1948.
succeeds Housmg H.C. Papers 235, 94 t

Housing Act, 1949.

.H. Circular 75. Requisitioned Premises, Conversion, Main-
jeference tenance, and Repair. -
seems to  MH. Circular 85, Repair of War Damaged Houses. A
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