Update.
We have to be incorporated by the 24th August to take advantage go the RFU offer, which the club has unanimously voted to
pursue, as it benefits the whole club, and this incorporation to the CLG does likewise, reducing liability to members, increasing
ability to take advantage of grants and, and moving to a more professional and accountable structure as we grow and begin to
service a larger community.
At the committee meeting held on Wednesday 27th June, we agreed that due to the change in the time scale from the RFU, which
now needs incorporation by the 24th August, we need to put together a pack of information, setting out the key decision points and
any supporting information.
These discussion points were discussed and agreed as the key topics at the meeting
We are keeping the RFU updated on progress, but the timetable that the general committee agreed is below
29.06.2018 Briefing note out to committee Please review discuss with any senior members of sections or colleagues and identify
any issues or queries
04.07.2018 Deadline for comment on draft constitution from all Members
by 05.07.2018
If needed meeting of committee to agree any outstanding issues and agree and call SGM05.07.2018
05.07.2018 Final constitution send to solicitors for checking
12.07.2018 Final constitution returns from Solicitors and added to club website
12.07.2018 Briefing pack added to club website
19.07.2018 SGM
24.08.2018 Deadline for incorporation.

Incorporati
on decision
log
1.
Incorporate
yes or no

2.Structure

Conclusion /
recommendati
on
That we
incorporate

That we
become a
company
limited by
Guarantee.
There is
ongoing work
to ensure
optimum use of
charitable
status

3.Transfer
assets

That we
transfer assets
including land,
staff and
contracts to

Why

Evidence base considered
and sources

Outstanding
matters

It moves us to a position where there is
limited liability and we are in a better
position to take on loans, grants and
have a better more accountable and
professional structure. Right now it
allows us to take advantage of RFU
offer which the club have unanimously
voted to pursue
Because this is the most flexible
approach, and does not limit what we
might want to do in the future, and is
most suitable for our size and
complexity. It is a familiar and
established approach to banks and
funders, and enables decisions to be
made in future about trading arms, or
becoming a charity. It is also possible
to and simple to move to a charitable
incorporated organisation in the future
if we need to .

Paid advice from solicitors
(Fladgates), matches previous
discussions and research at
general committee
Internet research

None

This has to be done to allow
incorporation to proceed.

*Attached as appendix
Advice paid for from solicitors
(Fladgates).

None

Government guidance on
changing type of incorporation
from company to CIO is
attached on the link below
https://www.gov.uk/guidance/le
gislative-changes-affectingthe-charitable-incorporatedorganisation-cio
RFU advice
http://www.englandrugby.com/
governance/legal-andadmin/constitution-guidelines/
Attached as appendix
Paid for from solicitors
(Fladgates)
*See details in appendix

Awaiting next steps
from Fladgates

Incorporati
on decision
log

4.Capital
Gain (now
and future)

Conclusion /
recommendati
on
new company

Not an issue.

Why

Evidence base considered
and sources

Advice is the asset transfer is
not complex because of
ownership of all assets with
trustees. They are preparing
the next steps.
There is no impact on capital gain, now Paid for advice from HWB
or in the future, as long as trustees do
accountants and from RFU
not become directors (they are then a
advice and from Saffreys
connected person)
Champness.
Valuation from Simon Dancer
See appendix

5.VAT

Not an issue.

There is no impact on VAT

6.SDLT

Work still to be
done re how
we might
optimise VAT
position in
future but no
worse off as
result of
incorporation
Not an issue

Paid for advice from HWB
accountants and from RFU
advice and from Russell Moore
accountant
See appendix

There is no impact on SDLT

Paid for advice from HWB
accountants and from RFU
advice
See appendix

Outstanding
matters

HWB have advised
(as do RFU to send
off a confirmation
letter to HMRC)
which follows the
RFU template, and
has been done. We
are awaiting a
response which can
take up to a month.
None

None

Incorporati
on decision
log

Conclusion /
recommendati
on

Why

Evidence base considered
and sources

Outstanding
matters

7.PLC

Rugby will pay
£18975 to
replace the
charge on land,
which will allow
charge to be
released. Club
to work with
PLC for
optimum wind
up.

The PLC has been dormant for three
years and directors looking to wind it
up. This enables the RFU project to go
ahead as it Allows PLC to release
charge Charge can be released very
quickly.

Meetings with PLC, club
committee and trustees.

Repayment details
from club to any
sections of money
lent to club to follow
this pragmatic short
term option still to
be determined.

( actual figure
may be less
than 18975 as
some
shareholders
may be found
and decided to
pass shares to

Club has commissions
solicitors to advise on best
way to avoid money leaving
club.
PLC is arranging a bank
account with Barclays for any
money to go into

Incorporati
on decision
log
8.Rates

9.Sport
England

10.Articles
and rules

11.Processe
s to set up
new
organisation

Conclusion /
recommendati
on
trustees)
There is no
impact on rates

Why

Evidence base considered
and sources

Sport England
have released
the charge on
the land
The circulated
and discussed
articles and
rules are
suitable for our
initial start and
gives us
flexibility to
change if
required.
Detailed
process is due
from solicitors.
We are asking
for this,
intention is to
have this ready
to go into pack
on 12th July.

To allow the RFU project to go ahead

Letter from Sport England. See None
appendix

Following paid for advice from
solicitors (fladgates) it has been
drafted from the RFU approved
template , circulated cross membership
for comment and discussed with PLC,
Committee and trustees, and
amendments made

RFU advice and base
None
documentation
Existing rules
Paid for advice from Fladgates
Comments from membership
and committee received and
has been checked by Solicitors
( fladgates)

Advice is that this is not a complex
process and actually takes about a day
– but need to understand what we
actually need to do

Advice coming from solicitors
including that the correct
indemnification is in place for
directors
(fladgates)

The policy that gives us a 100%
TVBC rates policy, and new
exemption at present is not limited by
draft constitution
our constitutional structure but what we
do. The draft constitution is phrased to
ensure that all the areas we need are
covered – being checked by solicitors.

Outstanding
matters

None

None

Incorporati
on decision
log

Conclusion /
recommendati
on

Why

Evidence base considered
and sources

Outstanding
matters

12.Cost
assessment

Depending
upon the cost
of the PLC, the
additional cost
is under £5k
which has so
far been
covered by the
rugby section
Draft names for
directors on
draft articles
are those that
will be sent to
companies
house for
incorporation.
Any section or
individual which
is not happy
with this, or
needs further
information will
need to let CW
know by 19th
July

To enable the progression of the AGP
project.

N/A

Awaiting cost of
solicitors advice on
winding up PLC, but
this not expected to
raise total cost to
over 5k, and
expected annual
cost

Draft Articles.

They each need to
supply

13.Directors

Most advice has been paid for by the
RFU, but is between professionals and
us.

Directors are needed, and individuals
need to accept the role in the first
instance. These initial names can
change quickly and easily if required

It is up to the members to
appoint the people they believe
will run the company well on
their behalf. The only
restrictions that prevent
anyone becoming a director
are: they must not have been
disqualified from acting as a
company director (unless the
court has given them
permission to act for a
particular company);
they must not be an
undischarged bankrupt (unless
they have been given
permission by the court to act
for a particular company);

full name
usual residential
address (not
displayed on public
record)
service address
(can be the same as
the registered office)
country/state of
residence (i.e. the
country or state
where the address
is situated)
nationality,

Incorporati
on decision
log

Conclusion /
recommendati
on

Why

Evidence base considered
and sources

Outstanding
matters

they must not be under the age occupation, date
of 16.
of birth and any
former names (that
have been used for
business purposes
in the last 20 years).

14.How is
resolution
going to be
sent out

15.What is
resolution
we are
asking club

Sent out by
Email on 5th.
We will put
information
pack together,
including
updates on
website
The club
committee
recommends
that
1)We
incorporate –
this means that
all the clubs

To enable people to get as much
information as possible in advance of
the meeting

Due to the change in timescale of RFU
we need to incorporate by the 24th
August. We are aiming for a SGM on
the 19th July as this gives us enough
time to follow up the remaining
processes, and some flexibility

Need to think about
talent management
to identify and
nurture future
potential and
process of
nominations
None

We need to take account of the None
RFU’s approved guidance on
how to do this in a way which
meets legal criteria.

Incorporati
on decision
log

Conclusion /
Why
recommendati
on
existing assets
and liabilities,
staff and
contracts move
to a new
company
2) We chose to
becomes a
company
limited by
Guarantee
3) that the draft
articles
circulated are
the right ones
to commence
as a CLG
4)That the
process to
incorporate is
understood and
approved

Evidence base considered
and sources

Outstanding
matters

Solicitors advice from fladgates on recommended model, process and options
TROJANS CLUB
POTENTIAL CORPORATE STRUCTURES
1. Trojans Club (Club) is an unincorporated community-based amateur multi-sports club run by members for the benefit of
members. Two long-standing members of the Club act as its trustees and hold title to the Club’s land in their own names.
2. We understand that the Club is seeking to incorporate :
•

in order to benefit from the Rugby Football Union’s AGP programme; and

•

for reasons of good governance.

3. We have set out below:
•

a table of different forms of corporate structure potentially available to the Club, together with a summary of the key
characteristics of each. The table is not intended to provide an exhaustive treatment of the different structures but
rather an overview to assist with your deliberations in choosing the most appropriate structure for the Club;

•

our recommendation as to the most suitable corporate structure for the Club; and

•

an indication of timing for the completion of the incorporation of the Club and the transfer of all assets from the trustees
of the unincorporated association to the newly incorporated Club vehicle.

4. Each of the structures listed in the table below has the necessary characteristics of:
•

separate legal personality. Each of them can therefore hold assets, enter into contracts, and sue and be sued; and

•

limited liability for members.

5. This document does not purport to provide advice on tax and the table below does not include any description of the different
tax treatments applicable to the different structures.

A. Table

Structure

Typically
used for

Registration

Registrar /
regulator

Accountabili
ty

Role of members
and management

Profit
Flexibility in
distribution / membership
asset locks

Company
limited by
guarantee
(CLG)

Charities,
trade
association
s and notfor-profit
companies.

Straightforwa
rd – complete
the relevant
Companies
House forms
and pay a
fee.

Companies
House.

Required by
law to make
public certain
information
(accounts,
details of
directors and
secretaries,
charges etc.).

Two tier structure:
members and
directors.

Subject to
the CA, a
CLG is
allowed to
distribute
profits to its
members
provided
there is
nothing in the
articles of
association
to the
contrary.

With the
recent
change in the
law, CLGs
are required
to keep a
register of
persons with
significant
control.

Directors are
responsible for dayto-day running of
the business.
Members rights are
set out in the
Companies Act
2006 (CA) and in
the articles of
association. As
such, members
have a number of
reserved powers,
e.g. the power to
dismiss directors
and to change the
company’s
constitution.

Admission and
retirement of
members, as
well as whether
transfers of
membership are
permitted, are
governed by the
articles of
association.
Model articles
provide that
membership is
not transferable.

Structure

Typically
used for

Registration

Registrar /
regulator

Accountabili
ty

Role of members
and management

Profit
Flexibility in
distribution / membership
asset locks

Company
limited by
shares
(CLS)

Many “forprofit”
businesses
i.e. those
allowing
investors to
receive a
return.

Same as
CLGs.

Companies
House.

Same as
CLGs but a
CLS also
needs to
make
available
information
about its
shareholders.

Same as CLGs.

Same as
CLGs.
Shareholders
’ agreements
often
stipulate

Share issues and
share transfers
are governed by
articles of
association and
shareholders’
agreements (if
any).
In addition, there
are statutory
rights of preemption, and
formalities that
need to be
complied with, on
new share
issues. Such
rights of preemption may be
disapplied either
in the articles or
by special
resolution of
members.
Model articles do
not include preemption rights on
transfers of

Structure

Typically
used for

Registration

Registrar /
regulator

Accountabili
ty

Role of members
and management

Profit
Flexibility in
distribution / membership
asset locks
shares.

Community
Interest
Companies
(CIC)

Noncharitable
social
enterprises.

Same as
CLGs but an
additional
form needs to
be filed
(setting out
community
interest).

Companies
House and
the CIC
Regulator.

Same as
CLGs except
that a CIC
must carry
Intended to out activities
to fulfil its
be “light”
community
regulation
(as opposed purpose.
to the
Required to
Charity
file a
Commission community
).
interest report
to the CIC
Regulator
each year.

CIC is a limited
liability company, so
it can be a CLG or a
CLS.
Please see above
for details.

There is a
lock on CIC’s
assets which
restricts the
transfer of
CIC’s assets
and prevents
profits from
being
distributed,
other than in
limited
circumstance
s.
Asset
transfers
must be at
market value
or to another
CIC or
otherwise for
the benefit of
community
(unless more
stringent
rules are set
out in CIC’s

CIC is a limited
liability company
so it can be a
CLG or a CLS.
Please see
above for details.

Structure

Typically
used for

Registration

Registrar /
regulator

Accountabili
ty

Role of members
and management

Profit
Flexibility in
distribution / membership
asset locks
articles).
Currently, a
CIC with a
share capital
(i.e. if it’s a
CLS) has a
maximum
aggregate
dividend cap
of 35% of
distributable
profits.
If interest is
payable on
debts and it’s
linked to
CIC’s
performance,
there is also
a
performance
interest cap
(currently
20%).

Cooperative
and
community

Cooperatives
and credit
unions, i.e.

Registration
with Financial
Conduct
Authority.

Financial
Conduct
Authority.
Whilst

Similar to
CLSs but all
information is
filed with the

Two tier structure:
members and
directors.
Members have the

A community
benefit
society may
include an

Admission and
withdrawal of
members is set
out in the

Structure

Typically
used for

benefit
societies
(CCBS)
(formerly
Industrial
and
Provident
Societies)1

where a
wide
membershi
p receives
an equal
say in the
organisatio
n and in the
manageme
nt without a
realisable
financial
interest.

Registration

Registrar /
regulator

Accountabili
ty

Role of members
and management

Profit
Flexibility in
distribution / membership
asset locks

charitable
community
benefit
societies
are
recognised
as exempt
charities by
HMRC, they
are not
required to
be
registered
with the
Charity
Commission
.

Financial
Conduct
Authority,
rather than
Companies
House.

control over the
rules of the society
and
appointments/remo
val of directors.

asset lock in
its rules
(similar to
CIC), unless
it has
charitable
status (in
which case it
relies on trust
law as a
general asset
lock). Not
available for
co-operative
societies.

Directors typically
control the assets
but their powers
and duties are set
out in the society’s
rules.

society’s rules.
Shares in
CCBSs differ
from the shares
in companies as
they:
− remain at
nominal
value;
− have limited
or no rights to
receive
returns;
− typically have
‘one member
one vote’
regardless of
the number of
shares held;
− shares can be
cancelled
without any
provision for
their value;

1

Please note that co-operative societies are set up to benefit their members, whereas community benefit societies are set up to benefit the community more widely.

Structure

Typically
used for

Registration

Registrar /
regulator

Accountabili
ty

Role of members
and management

Profit
Flexibility in
distribution / membership
asset locks
and
− shares can be
withdrawn by
members.
Capital
requirements
apply. Even
transferable
shares are not
envisaged to be
freely
transferable.
Ability to merge
into existing or
new society
(through
resolution of
members).

Limited
liability
partnership
s (LLP)

Similar to
Similar to
CLSs but
CLGs.
where tax
transparenc
y is
preferable.

Companies
House.

Similar to
CLSs.

Single tier structure
– only members.
Each LLP must
have at least two
designated
members who have
particular
administrative

Rights to
share in the
capital and
profits of an
LLP are
usually
governed by
an LLP

Admission and
retirement of
members is
usually governed
by an LLP
agreement (in
the absence of
which, the

Structure

Typically
used for

Registration

Registrar /
regulator

Accountabili
ty

Role of members
and management

Profit
Flexibility in
distribution / membership
asset locks

duties (e.g. filings at
Companies House,
appointment of
auditors where
appropriate etc.).

agreement.

Limited Liability
Partnerships Act
2000 and the
Limited Liability
Partnerships
Regulations
2001 apply).
LLP agreements
can provide
flexible
arrangements in
respect of
transfer or
assignment/char
ge of member’s
interests in an
LLP.

B. Recommendation
Based on how the Club is currently constituted and its not-for-profit objectives, as well as our experience of advising other
sports clubs on the incorporation process, we would recommend the company limited by guarantee structure for the Club.
CLGs do not require any upfront capital commitment from members and there is no need for shares to be issued and
transferred among members. Instead, the members undertake to contribute a predetermined nominal sum to the liabilities of
the company, which will only be called upon when the company is being wound up.
CLGs can benefit from a separation of management and ownership and are run by a board of directors which will often be
separate from shareholders/members. Directors of a private limited company are not, as a general rule, personally liable for
the debts of the company. However, a company's directors may incur liability to the company's creditors or other third parties
in certain circumstances, including where fraudulent or wrongful trading has occurred and where directors have otherwise
breached their fiduciary duties.
Given the different activities carried on by the Club, it might be worth considering at a later stage incorporating subsidiaries
to sit beneath the CLG parent company. For example, the club bar is presumably run as a profit making enterprise and this
could be incorporated as a separate company limited by shares with dividends paid up to the parent. The different sporting
divisions of the Club (e.g. hockey, rugby etc.) might also benefit from separate wholly-owned subsidiary status.
C. Timeline
CLGs can be formed by (a) incorporating from scratch and tailoring the incorporation documents specifically to the needs of
the entity or (b) buying an incorporated but non-trading company (shelf company) and making the necessary amendments to
the constitution to meet the user's requirements. We would advise using the former option in this case as there is no
particular need for the company to have a history. To incorporate a CLG, the memorandum of association and Form IN01
must be lodged with Companies House with the appropriate fee. A copy of the company's articles of association should be

submitted, unless the company is adopting model articles without amendment, in which case this should be indicated in the
Form IN01. The incorporation process can be completed within 48 hours.
We would suggest in the interests of time that the Club looks to incorporate with standard model articles and then amends
the articles as necessary at a later date. To the extent that the current Club rules need to be incorporated into the articles at
the outset, they could be included as an annex and an article added which provides that only those rules which are compliant
with the Companies Act 2006 and the articles are valid. We would recommend, however, that a full review of the Club rules
be undertaken as soon as possible thereafter and that a bespoke set of articles properly incorporating those rules be drafted.
The timing of the transfer of the assets of the Club into the newly incorporated company will depend on the number and
nature of the assets to be transferred, as well as the complexity of the ownership structure to which the assets are subject.
The transfer of the assets of the Club would ideally be documented in a single asset purchase agreement between the
Club’s trustees and the company with the steps required to effect the transfer of the different assets (e.g. novation of third
party contracts (e.g. with suppliers), conveyance of properties and assignment of IP and goodwill) being completed
simultaneously with the completion of the agreement. If certain assets of the Club are not held by the trustees, separate
agreements will need to be entered into between the relevant owners and the company.

Financial advice

From HWB
Russel Moore
Saffreys Champness
The RFU

From: Alan Rolfe <Alan.Rolfe@hwb-accountants.com>
Sent: Friday, June 22, 2018 5:14:12 PM
To: Campbell
Cc: Arthur R Bell
Subject: RE: Update [ID T1055]

Dear Campbell,
Further to Arthur’s e-mail please find a letter with the points from my review.

I am pleased to advise that I am in agreement that there should be no adverse tax effects arising from the incorporation, but further
clarification on the “option to tax” will be helpful.

Please do not hesitate to contact me if you have any further queries.

Kind regards,
Alan

Alan Rolfe
Tax Manager

DD 023 8046 1235
T

023 8046 1200

W www.hwbaccountants.com
W www.academyvat.co.uk

Alan Rolfe <Alan.Rolfe@hwb-accountants.com>
Tue 26/06/2018, 17:08
You;
Arthur R Bell;

Dear Campbell,
Thank you for confirming that the Club has not “opted to tax” the property. This was our understanding of the position, so I was a
little surprised to read the VAT advice that implied otherwise.
In practice there should be no significant impact from the absence of an option to tax. It will ensure that the transfer of the property
to the new company is not VAT-able.
Whether the new company will see any benefit from opting to tax the property is not certain, as the benefits of VAT recovery on
costs may be affected by the need to account for VAT on income. If the rental income cannot be increased to add this VAT then
the option to tax is likely to be undesirable.
If the new company does not opt to tax the property then it should be in a similar financial position as the current Club
arrangements and so this should not present any disadvantages to the incorporation of the Club.
Please do not hesitate to contact either Arthur or me should you have any further queries on this.
Kind regards,
Alan

Alan Rolfe
Tax Manager
DD 023 8046 1235
T

023 8046 1200

W www.hwbaccountants.com
W www.academyvat.co.uk

RUGBY FOOTBALL UNION
Note on Stamp Duty Land Tax in the context of incorporations of rugby clubs as companies limited by guarantee - prepared by
Farrer & Co lTD
1. Stamp Duty Land Tax ("SDLT") is charged on the chargeable consideration for any land transfer. Certain reliefs and exceptions
apply which mean that in certain cases it is not payable.
2. In many straightforward incorporations SDLT will not be payable. A straightforward incorporation is one where the assets and
undertaking of a club are transferred to a new company (specifically set up to carry on the club's business) and there is no
chargeable consideration for such transfer. Clubs will need to take advice from their own lawyers or tax advisers as to whether this
analysis will be correct in their particular case.
By way of example only, there could be chargeable consideration if the new company assumes debt owed by the club, if debt owed
by the club is satisfied or released (such as where the new company pays off an amount owed by the club) or if the transfer is
made in satisfaction of a debt owed to the new company. Relevant debt for this purpose includes, but is not limited to, debt
secured on the land in question.
3. Our view (supported by advice previously obtained from leading tax counsel) is that, as long as no amount of debt falls to be
treated as chargeable consideration for the transfer (see above) and provided that the club makes the transfer as part of a
distribution of its assets, an SDLT charge should not arise, on the basis that there would be no chargeable consideration for the
transfer and the deemed market value rule would not apply.
4. The strict legal analysis is as follows:
4.1 The transfer of the property will be within the scope of SDLT (Finance Act 2003, Section 42(1)).
4.2 Normal reconstruction relief is not available as it only applies to companies with share capital.
4.3 Absent that relief, the issue is whether the chargeable consideration will be deemed to be the market value of the property
under Finance Act 2003, Section 53(1) ("the deemed market value rule").

4.4 Under Section 53(1) the chargeable consideration is deemed to be not less than the market value of the land where the
purchaser is a company and:
(1) the vendor is connected with the purchaser; or
(2) some or all of the consideration for the transaction consists of the issue or transfer of shares in the company with which the
vendor is connected.
4.5 For the purposes of 53(1) "company" is specifically defined to mean any body corporate (which includes a company limited by
guarantee) and in the case of a club incorporating the vendor and purchaser will be respectively the club and the new company.
Those parties will be connected by virtue of their same membership, so on the face of it the rule applies.
4.6 However, the deemed market value rule in Section 53(1) is subject to the exceptions specified in Section 54 and for the
purposes of the incorporation of a club the relevant exception is:
"(4)… (a) the vendor is a company and the transaction is or is part of a distribution of the assets of that company (whether or not in
the connection of its winding up); and
(b) it is not the case that:
(i) the subject matter of the transaction; or
(ii) an interest from which that interest is derived,
has within the period of three years immediately preceding the effective date of the transaction, been the subject of a transaction in
respect of which group relief was claimed by the vendor."
4.7 The definition of "company" for the purposes of this exception is that used in Finance Act 2003 Section 100(1) which means any
body corporate or unincorporated association. This ensures the club is capable of claiming the exception. Provided that the club
makes the transfer as "a distribution of the assets of the company" paragraph (a) of Section 54(4) will be met.
4.8 Paragraph (b) of Section 54(4) is satisfied since an unincorporated association cannot benefit from the relevant group relief
provisions.

4.9 As such, we consider that it is clear that where the transferor is an unincorporated association, for the purposes of s.54 of the
FA 2003 (as distinct from s.53) it will be treated as a "company" and so take the benefit of the exception to the deemed market
value rule.
5. It is of course worth remembering that if the new company is taking on liabilities which would amount to chargeable consideration
(most likely a mortgage but see 2 above) then SDLT would be payable if the relevant SDLT threshold is exceeded.
Further advice
This publication is a general summary. It should not replace legal advice tailored to your club's specific circumstances. Please
note the importance of seeking legal and tax advice when deciding how best to use the template documents for incorporation.
Saffreys Champness – Specific advice from them to trojans
Trojans Club Artificial Grass Pitch
14 May 2018
Trojans Club Artificial Grass Pitch
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Trojans Club Artificial Grass Pitch
Page 3 of 6
1. Background
1.1 The Rugby Football Union (‘RFU’) proposes to install an artificial grass pitch (‘AGP’) at the ground of Trojans Club (‘the Club’).
In order to facilitate this, the Club will grant the RFU a 30 year lease over the relevant part of the land owned by the Club (that part
being ‘the Land’).
1.2 The lease will be granted for a peppercorn rent.
1.3 The right for the Club to use the pitch for set number of hours per week will be reserved out of the lease.
1.4 At the end of the lease, the AGP in situ will be retained by the Club. The right to receive the AGP will be consideration for the
Club for the grant of the lease.
1.5 The RFU will pay a peppercorn rent and an annual service charge to the Club for repairs, maintenance and the provision of
utilities (water etc) for the AGP. We understand that the service charge payable in the first year will be £4,700 and that the amount
payable in subsequent years will be agreed between the Club and the RFU at a later date.
1.6 The Club is an unincorporated association, which for tax purposes is treated as a company.
1.7 This note summarises the direct tax and Stamp Duty Land Tax issues for the Club in relation to the lease and the installation of
the AGP. It is based on the facts stated above and elsewhere in this note so, if any of these are not correct, we should be notified
immediately. It is also based and on the tax legislation and practice at the date of this note, which may change and any such
changes may affect the tax position of the Club.
2. Executive summary

2.1 The Club will be subject to corporation tax of up to £874 on the grant of the lease, assuming a valuation of £4,600, although the
tax will be reduced by any deductible costs (see 3.1.4 and 4.4 to 4.15).
2.2 We recommend that the Club obtains independent valuations and reviews its historical expenditure in order to finally quantify its
tax derived from the grant of the lease (see 4.15 and 4.16).
2.3 The net income from the rent and the annual service charge paid by the RFU in the first year will be subject to corporation tax of
up to £893 (see 3.1.5 to 3.1.8 and 5).
2.4 The Club will not be subject to Stamp Duty Land Tax in respect of the lease (see 6)
3. Direct tax
3.1 Liability to corporation tax
3.1.1 As a members’ club, it may not be taxable on income derived from its members under the mutual trading principle but will be
taxable on other income and gains. However, the installation of the AGP and the related services will not be transactions with the
Club’s members but with the RFU, which is a third-party, and so the mutual trading rules will not apply.
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3.1.2 The Club will, therefore, be taxable on any profit arising from the AGP transaction with the RFU. If it does not already file tax
returns, the Club will need to notify HM Revenue & Customs (‘HMRC’) of its liability to tax so that it can then file a corporation tax
return
3.1.3 As an unincorporated association, the Club will be liable to corporation tax, currently at 19% (the rate applicable from 1 April
2017; see 3.2), on its income and gains.
3.1.4 In section 4, we set out how the capital gain in relation to the AGP would be computed for tax purposes.
3.1.5 Income from property (rent and service charges) will be subject to corporation tax but the taxable income may be reduced by
relevant deductible expenses (see 5). Assuming no expenses, tax at 19% (see 3.2.1) on £4,700 (see 1.5) would be £893.

3.1.6 The provision of other services to the RFU (such as facilities management) in addition to those noted in 1.5, depending on the
type of the services, may fall to be treated as trading income rather than income from property but will still be subject to corporation
tax after deductible expenses (see 5).
3.1.7 If the Club is issued with a notice to file a corporation tax return, the details of the AGP transaction will need to be included in
the tax return for the tax year in which the lease is granted.
3.1.8 If the Club does not receive a notice to file a tax return, it must inform HMRC before the end of the tax year, which should be
the date to which it prepares its annual accounts, of its need to file a return.
3.1.9 The Club may avoid or reduce its tax by making donations to charities. We can provide further advice on this.
3.2 Rates of corporation tax
3.2.1 The current rate of corporation tax from 1 April 2017 is 19%.
3.2.2 The rate is due to fall to 17% with effect from 1 April 2020.
4. Calculation of the capital gain and taxable income
4.1 The grant of the lease will be treated as a part disposal of the Club’s interest in the Land.
4.2 The calculation of the gain will be based on the value of the consideration received from the RFU less the appropriate part of
the tax base costs of the Land.
4.3 The value of the consideration will be the residual value of the AGP at the end of the lease.
4.4 Part of the consideration will be treated as income (additional rent) because the lease is for less than 50 years and the balance
will be treated as capital.
4.5 A deduction is allowed against that balance for part of the base costs of the Land to arrive at the capital gain.
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4.6 An indicative valuation of the consideration due to a typical club under the AGP strategy has been undertaken by Ernst &
Young (‘EY’) on behalf of the RFU. We understand that EY has arrived at a value of £4,600.
4.7 Using that valuation as an example for the Club, the part that will be treated as income would be calculated as follows:
Value of the consideration 4,600
Less: 2% of £4,600 x (N – 1), where N is the number of years of the lease i.e. 2% of £4,600 x 29
(2,668)
Consideration taxed as income £1,932
Amount taxed as capital £2,668
4.8 The income amount will be taxed in full in the year in which the lease is granted. Based on the valuation of £4,600, the tax at
19% (see 3.2.1) on £1,932 would be £367.08.
4.9 The net amount taxed as capital will be calculated using the formula set out in 4.14 below. Assuming no costs and a valuation
of £4,600, the tax at 19% (see 3.2.1) on £2,668 would be £506.92, giving a total tax charge of £874 (£367.08, see 4.8, plus
£506.92).
4.10 The costs that can be deducted from the capital consideration will be part of the overall base costs of the Land. The costs will
be the historic original costs of acquiring the Land plus the costs of any subsequent improvements that are still reflected in the
Land.
4.11 Depending on how long the Land has been owned by the Club, the March 1982 value of the Land may be substituted for its
pre-March 1982 costs.
4.12 The base costs may be reduced where there have been any previous part disposals or other capital receipts received in
respect of the Land.
4.13 Indexation (being an uplift of costs for inflation since the costs were incurred) may be available to increase the base costs of
the Land but indexation cannot create or augment a capital loss.

4.14 The capital gain will be calculated as follows:
Consideration treated as capital
2,668
Less: Base cost x A/(A+B), where A is the amount treated as capital and B is the value of the Land immediately after the grant of
the lease
(Dependent on the relevant historical costs of the Club)
Less: Indexation
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Net gain
4.15 We require additional information on the historical costs to compute the Club’s potential taxable gain. We suggest that we
discuss this with the Club.
4.16 The calculations in 4.7 and 4.14 are based on EY’s indicative valuation of the residual value of the AGP at the end of the lease
(see 4.6). It is recommended that the Club commissions its own valuation of this in order to quantify the capital and income
elements and commissions a valuation of the Land immediately after the grant of the lease to compute the proportion of base costs
to deduct against the consideration.
5. Annual service charge and other service income
5.1 The annual service charge income will be taxable as property income.
5.2 Other services will be regarded as either taxable property or trading income depending on the nature of the services. Tax
advice should be sought before agreeing to undertake such other services.

5.3 A deduction from the income receivable can be made for any direct costs incurred and a reasonable proportion of indirect costs
to arrive at the taxable amount. Any losses incurred by the Club on other activities may also be available to deduct but this should
be considered depending on the nature and timing of the losses.
5.4 The Club may not currently be paying tax if its income derives solely from members. This should not affect the tax treatment of
the income or gains derived from the AGP. We can advise further on this based on the Club’s specific circumstances.
6. Stamp Duty Land Tax (‘SDLT’)
6.1 The grant of a lease in exchange for consideration of money or money’s worth is subject to SDLT.
6.2 The SDLT is payable by the lessee, which in this case is the RFU.
6.3 No SDLT liability falls on the Club as lessor on the grant of the lease.
SDLT is payable where there is an acquisition of an interest in land. The end of the lease will not give rise to an acquisition of land
by the Club because the Club will retain its original interest in the Land when it grants the lease to the RFU.

Specific Advice from Russell Moore to Trojans
Russell Moore
VAT consultant
Maple Lodge
Down Road
Tavistock
Devon PL19 9AG
TEL: 07710 329317
E MAIL: russellmoore@sportsvat.co.uk
The Trojans Club
Stoneham Lane
Eastleigh
Hants
SO50 9HT

18 January 2018

Dear Laura,
VAT-Artificial Grass Pitch (AGP) Installation
Further to our previous correspondence I am writing to advise the club on the VAT matters arising from the proposal for the RFU to
install a new AGP on land to be leased to it by the club.

Background

My understanding of the proposal is that the club is to lease land to the RFU for a period of 30 years with the intention that the RFU
will fund the installation of, and operate, either directly or via an agent, a new AGP on that land. The lease will be granted by the
club for a peppercorn rent.
The RFU will pay an annual service charge to the club in its capacity as landlord. The value of the service charge in the first year of
the lease will be £4,700 excluding VAT where payable. The value of the service charge in the second and subsequent years will be
agreed between the RFU and the club at a later date.
I am advised that the club will not be entering into the Facilities Management Services Agreement.
The club are required to make available to the RFU two changing rooms for use by the users of the AGP at all times during the
period of the lease.
Under the terms of the lease, the club is able to use the new AGP for 12 hours per week. This period of time has been ‘reserved
out’ of the lease for this purpose.
The AGP will be wholly maintained by the RFU who will also resurface the pitch twice in the course of the lease.
Upon cessation of the 30 year lease term, if the AGP has less than five years playing usage remaining the RFU will either make
good the AGP to extend its usable life to at least five years, or, pay to the club the monies required for this purpose.

VAT implications on the club
Service charge
My current understanding is that neither the club, nor any entity associated to it, has made a formal VAT election to waive the
exemption over the site on or adjacent to where the AGP is to be situated. This is commonly termed as ‘opting to tax’ and is a
formal notification made to HMRC to ‘convert’ income arising from the land or buildings from being exempt from VAT to liable to
VAT at the standard rate.
This being so, the service charge income received by the club in its capacity as landlord of the RFU (see lease agreement
Schedule 3) will be exempt from VAT.

As the level of income generated from the service charge each year will be relatively modest at circa £5k, this should not cause the
club to suffer any material loss in terms of VAT recovery, if at all.
To explain this further, the level of VAT that the club can recover is determined by the activity to which the cost relates as follows:
-Taxable activity
Where a cost wholly relates to a taxable income (generally social non playing incomes such as bar/catering activity) the VAT on the
purchase invoice, termed ‘taxable input tax’, can be recovered in full.
-Exempt activity
Where a cost wholly relates to an exempt activity (generally playing related incomes such as players’ subscriptions or match fees)
the VAT on the purchase invoice, termed ‘exempt input tax’, can only be recovered when it falls below two prescribed de minimis
limits as follows:
-no more than £7500 (exempt input tax in the VAT year); and
-no more than 50 per cent of total input tax in that VAT year.
However, some VAT incurred on purchases cannot be said to relate wholly to either a taxable activity or an exempt activity (termed
as non-attributable or partially recoverable input tax). This VAT must be apportioned to deem a proportion to be taxable and a
proportion to be exempt. This apportionment calculation is normally based upon income values so that if taxable income is say 75
per cent of total income of the club in that year then 75 per cent of this non-attributable input tax is treated as taxable.
This normally works well for most clubs as the largest income is usually bar and catering income which is taxable for VAT
purposes. This being so, most clubs will fall below the partial exemption de minimis limits set out above and as a consequence, be
able to fully recover all VAT incurred each year.
However, as the service charge to be received by the club under the AGP lease will be exempt from VAT, this will increase the total
value of exempt income received by the club each year. This may in turn reduce the ability of the club to recover its exempt input
tax. I think this is unlikely to happen as the level of exempt income received from the service charge is relatively small. However,
this issue will need to be assessed by the club to ensure a VAT recovery loss does not arise.

This potential issue can be overcome by the club opting to tax its interest in the land (and any related changing rooms building or
similar). This is because having opted to tax the relevant land and buildings the service charge will ‘convert’ from being exempt to
being subject to standard rate VAT at 20 per cent. Under the terms of the lease between the club and the RFU (specifically clause
3.4) the RFU are required to pay VAT in addition to the level of service charge agreed between it and the club.
This being so, if there is, or potentially is, a resultant loss of exempt input tax recovery due to the receipt of the service charge my
recommendation is that the club formally opt to tax the relevant land and buildings so that VAT is charged by the club to the RFU.
The option to tax can be notified to HMRC on line. Should you require any assistance with this matter please do contact me.
It should be noted that once an option to tax is made, the majority of income generated from the opted land or buildings is subject
to VAT at the standard rate including any freehold sale. Additionally, once made an option to tax cannot be revoked for a period of
20 years.

Capital Goods Scheme
The Capital Goods Scheme (CGS) is a special VAT accounting scheme that applies to certain construction, extension,
refurbishment or civil engineering works where the value of capitalised expenditure is £250k or more.
The CGS requires a club to annually monitor the use of the relevant land or buildings for a period of ten years after the works are
completed. This is so that any change in the relationship between taxable and exempt usage of the facility can be addressed via an
adjustment being made to the original value of VAT recovered at the time the works were undertaken.
I am not aware, from the information you have provided, that the club, or any entity associated with it, has incurred capital
expenditure on building works at the relevant club site during the last ten years. If this is the case, then the provision of the lease to
the RFU, nor the receipt of the service charge, will have any retrospective impact upon VAT previously recovered by the club.
If any construction or civil engineering works of this size have been undertaken in the last ten years could you please bring this to
my attention and we can discuss how best to address any potential impact upon VAT recovery previously made that may arise.
Similarly, any new works costing £250k or more undertaken during the period of the lease with the RFU will have to be assessed to
ensure any risk to VAT recovery is addressed. This is particularly important if the works relate to the provision of the changing

rooms to the RFU for use by AGP users. This potential problem may be overcome by the club opting to tax the relevant land and/or
buildings so that the income from the service charge is subject to VAT at the standard rate.
I would strongly recommend that the club take specific professional VAT advice prior to making a decision to opt to tax any land or
buildings.

VAT incurred on professional fees and other costs
VAT incurred by the club on professional and other costs related to the arrangements with the RFU for the AGP installation can
potentially be recovered by the club.
If the club decide not to opt to tax the relevant land/buildings then the VAT on these costs is wholly attributable to the exempt
service charge income and is consequently exempt input tax. The recovery of this VAT will be determined by whether the club is
within the partial exemption de minimis limits for the relevant VAT year as explained above. If the club have, or do, opt to tax the
relevant land/buildings then the VAT on these costs is taxable input tax and can be wholly recovered by the club on its VAT return
in the normal way.

VAT issues arising at end of 30 year lease term
It is of course difficult to advise with any certainty on matters which will arise in 30 years from now when the lease with the RFU will
expire. However, under the terms of the lease, the RFU are required to either make good the AGP so that it has a life of at least 5
years remaining at the expiry of the 30 years term, or, make payment to the club to carry out the refurbishment works itself.
It is likely that where a payment of money is made by the RFU this will be treated as a dilapidations payment and be outside the
scope of VAT. Alternatively should this payment be deemed to be a consideration for a supply by the club it will be exempt from
VAT. If, however, it is deemed to be subject to VAT by HMRC (potentially if an option to tax has previously been made by the club)
the terms of the lease enable the club to add VAT to the consideration value agreed so that there is no cost to the club. The
recovery of VAT by the club on the refurbishment works will be dependent upon the future use of the AGP at that time.

I hope these comments are helpful and set out the VAT matters arising under the proposed arrangements with the RFU. Should
you wish to discuss any aspect of this matter further please do contact me. As previously advised, there is no cost to the club in
providing this advice.
Yours sincerely

Russell Moore

End

