Guidance on Common Transactions
1. School Trips

Where the trip is part of the curriculum all income and expenditure must go through LMS funds. These are official activities of the school so they must go through the official funds. Full VAT recovery is available on all admission fees etc (e.g. theatre tickets and Drayton Manor etc) provided that you hold a valid VAT receipt. Coach travel is zero-rated so there is no VAT to recover but this should still be accounted for through official funds.

2. School Uniform
Schools often grant the exclusive right to sell items of clothing with the school crest on to retailers such as Cat Ballou. If schools receive a commission from these retailers (in the case of Cat Ballou, it is based on sales) then this has to be treated as official income and is subject to VAT.  There will be no loss of income to schools. An invoice needs to be raised by the school for the amount agreed with VAT added. The supplier will not lose out, as they will be able to recover the VAT charged.

Freely given donations, not based on sales, should be processed through official funds but treated as outside the scope of VAT.

Those schools that purchase items of uniform direct from the manufacturer or supplier and sell them on to pupils should process all income and expenditure through official school funds. These transactions will generally be zero-rated so the VAT implications are negligible even if the items are sold at a profit. 

Schools may only process uniform transactions through unofficial funds if there is absolutely no involvement from staff. This would mean that only volunteers or representatives of the PTA collect money, collate orders and distribute the uniform.

3. School Plays and Performances

The agreement that was reached with the VAT Inspector on how income for plays and performances should be treated is as follows: -.

3.1 Primary Schools

In Primary Schools, typically there are Christmas and end of year performances. Tickets are usually limited to parents and relatives and cost a couple of pounds. Ticket money should be processed through official LMS funds and treated as outside the scope of VAT. This is on the basis the plays are all part of the children’s learning experience and further to the course of their education.

If schools do not make a charge for tickets but merely seek donations at the end of the play this money can be treated as a true donation and is thus treated as outside the scope of VAT. This money should still be processed through official LMS funds.

3.2 Secondary Schools

In Secondary Schools, performances tend to be on a larger scale and they are generally outside of school hours. Typically there will be some significant amounts of expenditure incurred in putting on the performances. Income and expenditure should be processed through official LMS funds with VAT recovery available on expenditure but also VAT has to be declared on ticket sales.

Only if the performance is totally promoted by the PTA or other fund raising body can funds raised be processed through unofficial funds. If that is the case then all expenditure must be processed through unofficial funds and no VAT recovery is available. Schools should be aware that they might need to register their unofficial funds for VAT purposes if they exercise this practice.

4. Lettings


4.1 Sports Lettings

Fees charged by a school to the users of its sporting facilities will normally be subject to VAT at the standard rate. However, the following supplies are exempt from VAT when the user is a club, association, school or organisation representing affiliated clubs:

The club etc purchases a series of 10 or more sessions where all of the following are satisfied:

·  Each session is for the same activity (i.e. football) to be played at the same location

·  There must be an interval of between 1 and 14 days between each session;

·  The fees are payable by the club in relation to the 10 sessions and this is evidenced by a written


             agreement; and

·  The customer (i.e. the club) has the exclusive use of the court or pitch; that is no one other than the club can use the allocated court or pitch during the period of the booking.

What is a club or association?

Clubs and associations may be unincorporated or incorporated associations, unincorporated or incorporated members’ clubs, employees’ or trade union social clubs, proprietary clubs or service messes. In its simplest context individual teams can be treated as clubs, provided that they conduct their affairs in the same manner. 
Payment
Where there is a series of lets for ten or more sessions, one of the conditions that must be met in order for exemption to apply is that the series must be paid for as a whole. This means that the payment should be calculated by reference to the whole series and made for the whole series, regardless of whether the facility is used for every session. However, the payment does not have to be made in advance. It can, for example, be made in instalments during the course of the series of lets.


4.2 General Room Hire


The hire of a classroom or multi purpose hall with no equipment is exempt from VAT. If there is a separately identifiable charge for the use of equipment then this element becomes taxable e.g. projectors or computer equipment.


4.3 Before and After School Clubs


      If the room is let to a private operator then the charge is exempt from VAT. If the school itself runs the club then the income can be treated as being non-business and thus outside the scope of VAT. Income should be processed through official LMS funds. Full VAT recovery is available on all expenditure.

5. Purchases with donations from School Funds

Private fund income derived from sources other than the local authority can be donated to the school to be used to buy goods and services on the private fund’s behalf. However this does not apply to:

· direct grants from the DfE to the governing bodies of foundation schools, or

· income, including direct grants from the DfE, used to fund works which are the responsibility of the governors of a voluntary aided school.

Where income is donated the local authority can recover the VAT incurred, so long as it:

· places the order

· receives the supply

· holds a VAT invoice on which it is shown as the customer

· pays for the supply

· retains ownership of whatever is purchased

· uses it, or makes it available, for its own non-business purposes, and

· keeps sufficient records for the purchase (and the purpose for which it is made) to be easily identified.

6 . Car Mileage Claims

Schools can currently reclaim a small amount of VAT back in respect of the petrol element of car mileage claims. However, due to a change in UK legislation, with effect from 1st April 2006, in order to continue to be able to reclaim VAT, a VAT receipt must support all mileage claims. VAT receipts are readily available from petrol stations on request.

In order not to adopt a too bureaucratic approach, one VAT receipt may be used to cover a number of claims, particularly if the journeys are close together time wise. If this is the case then claims need to be marked "see previous claim for VAT receipt".  

It should be noted that, as at September 2018, the VAT recovery equates to less than 2p per mile so you need to make a judgement as to whether the administrative time and effort involved is worth the financial benefit.

7. Music Tuition
 Where a school asks for a contribution towards the cost of music tuition this will be non-business (VAT code A on SIMS) in the following cases:
· The tuition is provided as part of the normal school curriculum

· It is provided outside the normal school curriculum (offered as an additional activity outside the normal school timetable) and the charges are at or below cost.

If a third party provides the tuition and the payment is direct to that third party then VAT will have to be accounted for by the third party.
8. Nursery Fees (Including before and after school clubs)

a) Nurseries, playgroups or before and after school clubs run by the school 

As long as the playgroup is registered with OFSTED and run as part of the school then income (including that from voucher companies) is outside the scope of VAT (VAT code A on SIMS) , and VAT on costs can be recovered. This extends to the supply of meals and drinks for the children, as well as other sundry items provided as part of the children’s care such as picture books, crayons and toys. It does not however, extend to supplies such as children’s parties or day trips where the supply is advertised as a separate and identifiable package (this is a provision of entertainment rather than care), or to supplies of meals and drinks to staff and visitors.

b) Extended Schools lettings

Where a school charges an operator of an extended school facility for the use of the school on the basis of a recharge of costs (rather than to make a profit), the charge is outside the scope of VAT (VAT code A on SIMS). Note: this may have little impact on the charges, as previously they may have been exempt from VAT as part of a lease agreement. Extended school operators may include the governors, voluntary committees and private operators providing activities such as breakfast and after school clubs.

