LETTING SPORTS FACILITIES – MINIMISING VAT COSTS
Many sports clubs do not own their facilities and have to hire them from third parties for example local authorities.  Since any VAT on the letting fees payable will usually not be recoverable either because the club is not registered or because its charges to members are exempt it makes sense to avoid the VAT on these charges if possible.  The law generally standard rates charges for the use of facilities for playing sport or participating in any physical recreation.  However, where the grantor has not opted to tax rent and fees from the property and the payments are for a series of lets to a club it may be exempt if the following conditions are fulfilled:
· The facilities are provided for a series of ten or more periods; and

· each period is in respect of the same activity carried on at the same place (but not necessarily using the same pitch, court etc); and


· the interval between each period is not less than one day and not more than 14 days; and


· consideration is payable with reference to the whole series and is evidenced by written agreement; and


· the grantee has exclusive use of the facilities; and


· the grantee is a school, club an association or an organisation representing affiliated clubs or constituent associations (eg a league).
HMRC accept an exchange of letters or an invoice issued in advance as a written agreement but insists that payment must be for the whole series with no refund if the lessee chooses not to use the facilities each time.  HMRC will only accept refunds in the event of unforeseen non-availability.
Clearly, many clubs leasing sports facilities from local authorities and others on a regular basis will be able to fullfill these conditions and hence it will be possible for charges to be exempt from VAT thus saving the club money.  Clubs should ensure that where appropriate local authorities and others from whom they are letting facilities apply exemption not the standard rate.  
Richard Baldwin

14 April 2008

rbaldwin@deloitte.co.uk 
