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VAT Changes for Governing Bodies – IMPORTANT 

It is vital that all members are aware of a big – and potentially costly – change in VAT policy in relation to the national governing bodies of sport and recreation.  
This relates to governing bodies that charge VAT on affiliation fees for clubs and includes county associations, but even governing bodies that don’t charge VAT on affiliation fees or are not even registered for VAT should read this email to be aware of the issues.  

Traditionally, Her Majesty’s Revenue and Customs (HMRC) have effectively left the decision of whether clubs should pay VAT on their affiliation fees up to governing bodies, but a recent European Court of Justice (ECJ) ruling means that HMRC has to change its rules to ensure that all club affiliation fees are exempt.  

On the face of it, this seems like good news.  It is good news for clubs, as many will no longer have to pay VAT.  However, this will significantly affect those governing bodies that have charged VAT on affiliation fees as it will lead to a reduction in the amount of input tax they can recover.  In other words, these governing bodies will be unable to claim back any tax on their expenditure, which could significantly increase overall costs.  

Background 

England Hockey previously charged VAT on affiliation fees for their clubs, in return for which the clubs receive a number of important sporting services.  Canterbury Hockey Club objected to this and appealed against England Hockey’s policy, eventually securing a successful ruling in the ECJ.  The ECJ ruling favoured Canterbury because it found that the services supplied in return for a club’s affiliation fees are closely linked and essential to sport, supplied by a not-for-profit organisation and that their true beneficiaries are the persons taking part in sport.  These features automatically lead to a VAT exemption.  
Next Steps 

HMRC intends to implement the new policy from 1 January 2010, although CCPR will work for commencement to be delayed until 1 April.  In the meantime, CCPR would be grateful if governing bodies could answer the simple questions below.  These questions will help us identify the extent of the effect this will have on our members, and will guide us in our approach to offsetting any harm caused.   

It is vital that governing bodies factor this news into their financial strategies going forward, including in the setting of affiliation fees.  CCPR understands that VAT is a complex area and this issue may be daunting for some members.  If any governing body – sport or recreation – has any question or point to raise on this issue, please don’t hesitate to contact Dominic Goggins, our Fiscal and Regulatory Policy Officer, at dgoggins@ccpr.org.uk or 0207 976 3903.  

Questions
Is your organisation registered for VAT?

Does your organisation charge VAT on clubs’ affiliation fees?

Does your organisation reclaim VAT on its expenditure?  If so, could you indicate how much?
What services does your organisation provide for clubs, in return for affiliation? 
