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	3.1
	Land and property (Decision chart D)
Lettings are supplies of land and property. The VAT law covering supplies of land and property is extremely complex. Any query that does not precisely fit the guidance contained below must be referred to Tax Manager.

	  
	        

	3.2
	Land and property - general VAT treatment
Isle of Wight Council lettings are usually one of the following:

1. the grant of an 'interest in or right over land', or 

2. the grant of a 'licence to occupy land', or 

3. the grant of a 'licence to use' land. 

The first two are generally exempt from VAT (with specific exceptions) and the third is standard rated.

Examples of the above are as follows:

Supplies of an interest in land (exempt)
· the sale or grant of a lease of, a building 

· the sale or grant of a lease of, land. 

Supplies of a right over land (exempt)
· the grant to someone else of mineral rights over Isle of Wight Council land 

· the grant to the owner of neighbouring land of a right over Isle of Wight Council land to make his property better and more convenient, such as the grant of a right to lay pipes or cables across the land. 

Supplies of a licence to occupy land (exempt)
· letting land or buildings – for example the grant of a right to occupy a particular room or office (often expressed as creating a relationship of licensor and licensee) under terms that fall short of a formal lease or tenancy 

· hiring a hall or other accommodation for meetings, conferences etc 

· granting a catering concession, where the caterer is granted a licence to occupy specific kitchen and restaurant areas 

· granting permission to erect and maintain advertising hoardings, display stands etc on specific sites 

· granting people exclusive areas in your warehouse to store their goods 

· granting the use of a pitch in a market. 

Supplies of a licence to use land (standard-rated)
· allowing someone to enter a field to see the view 

· grant admission to a cinema, show or sporting event 

· grant permission to enter your land or premises to use specialised facilities 

· supply storage or safe custody facilities 

· provision of a seasonal caravan pitch 

· allowing someone to site a vending machine (may be called rent, royalties or commission). 

It is often difficult to distinguish between a licence to occupy land and a licence to use land. A licence to occupy relates to the occupation of the land rather than to the use of its facilities. It must also give the person to whom it is supplied a clearly defined site, with the right to exclude other people. 

	  
	      

	3.3
	Letting of a space or facilities for sport and physical recreation
The letting of facilities designed or adapted for playing any sport or taking part in physical recreation is normally standard-rated as it is a licence to use land (see paragraph 3.2 above). An example would be the tribunal of Pritchard & Anor where a space was equipped for a dance studio but used by a dance group that did not use any of the facilities. The facility was adapted for physical recreation and used for a physical activity so was standard-rated. However, the supply can be exempt if the letting is for over 24 hours or there is a series of lettings to the same person over a period of time. Decision Chart D covers this area. Exemption will also apply if general purpose facilities are hired for sporting use or if sports' facilities are hired out for non-sporting purposes (see paragraph 3.8).

For a list of physical activities see Appendix 6.

	  
	          

	3.4
	24+ hour lettings
Where the facilities are provided for a continuous period of use exceeding 24 hours, the supply is exempt from VAT.

	  
	        

	3.5
	Series of lettings - sports facilities (Decision Chart D)
It is important to note that not all hirers can use this option.
If the hirer qualifies as an “eligible body” they may be able to use the series of lets' rules allowing an otherwise standard-rated sports' let to become exempt.

In this context an eligible body must:

· be non-profit-making, or 

· have in its constitution restrictions preventing the distribution of any profits accept to other non profit making bodies or on winding up, and 

· not have any paid officers or paid connected officers.

It is up to the hirer to prove this before we can apply the series of lets' rules and you must maintain evidence on file should Customs query this. To this end a copy of the body's articles/memorandum of association or constitution showing this should be kept with the lettings form at Appendix 7. A letter from them confirming they meet the requirements to be an eligible body would not be sufficient.
If they can demonstrate this is the case then the series of lets must conform to all of the following conditions:

· there must be a minimum of 10 lets in the series to a school, club, association or an organisation representing affiliated clubs or constituent associations, such as a league 

· each period is for the same activity carried on at the same place (a different pitch, court or lane at the same sports ground or premises would count as the same place) 

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

· payment is made by reference to the whole series and is evidenced by written agreement (it does not have to be paid up front), and 

· the hirer has exclusive use of the facilities (paragraph 3.7). 

For each series of lets you should complete the lettings form found at Appendix 7.
The conditions would still be met if a refund were given due to a facility not being available for use on a scheduled date because of an unforeseen circumstance such as vandalism or poor weather, but a refund in any other circumstances would breach the requirements and result in the series being broken and all the lets becoming taxable. This would be the case where a school made a facility unavailable as they wished to use it for a separate purpose, such as a meeting.

Where the status of the let changes to standard-rated, a VAT-only invoice should be issued for the VAT due.

	  
	        

	3.6
	Sports' facilities - definition
Sports' facilities include swimming pools, tennis and squash courts, gymnasia, dance studios, cricket and football pitches and other specially designed, adapted or equipped land or premises. Premises are sports' facilities if they are designed or adapted for playing any sport or taking part in physical recreation. For example, the presence of fixed basketball nets in halls will make those premises sports' facilities. However, the presence of floor markings only will not constitute a facility for sports/physical activity unless other equipment is also present.

	  
	       

	3.7        
	Definition of exclusive use
The following examples are designed to help you determine what would constitute exclusive use.

· Where a sports hall contains several courts, exclusive use of one is sufficient to qualify. 

· Where a pool is divided up, a hirer can have exclusive use of one of the divisions, for example a lane. 

· Where an 11 aside football pitch has markings allowing it to be let as two separate five aside pitches, each five aside pitch would count as exclusive use.



	  
	     

	3.8 
	General lettings - exempt
The hiring of the following are exempt as they are licences to occupy land (paragraph 3.2):

· general purpose halls, including village and church halls, which contain no fixed sports equipment beyond floor markings, even if the hirer uses the hall for sport/physical activity, and 

· sports' facilities hired for non-sporting purposes, for example football pitches for fetes or sports' halls for political meetings. 




3.9 Common types of lettings and room hire 
	Hire of a room

including tables and chairs
including tables and chairs and teas and coffees

including tables and chairs and hire of a kitchen which the hirer can use to prepare food and drink
including tables and chairs and

with kitchen attached and catering supplied by the local authority
together with access to a bar where the bar is operated by the local authority who account for VAT on the takings
together with tables and chairs, flipchart and overhead projector


	Exempt
Exempt (except where a 

separately identifiable charge is
made)
Exempt

Room hire: Exempt

Catering: Standard-rated

Exempt

Exempt (except where a

separately identifiable charge is made)



	Hire of a theatre

to a theatre group to put on a play; theatre group accounts for VAT on takings; local authority provides no staff
(as above) but group has use of a bar, which is staffed by the local authority, who account for VAT on bar takings

	Exempt

Exempt



