Overview European VAT issues

In order to create a comparable overview, I have used the following sections with a request for information:

Local VAT legislation

This section should shortly describe the basic VAT regulation with respect to taxable activities.

VAT exemption

Does the local VAT legislation contain a VAT exemption and if yes, under which conditions should/can this exemption be applied for?
VAT rate(s) taxable golf courses
What VAT rates are applicable?

(Court) cases
Please briefly describe the relevant pending (court) cases.

Other tax issues  
Are there other tax issues related to golf that could be interesting to share?

Please fill in the gaps relating to your country in order to complete the overview. You can take a look at the Dutch paragraph for some guidance.
1. Czech Republic (Petr Voráček)
Local VAT legislation

In the Czech Republic is obliged to pay VAT every entrepreneur whose annual turnover is greater than 40,000 euros, or may become a taxpayer voluntarily.Poslech
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VAT exemption

We do not have VAT exemption, which could be used for golf courses.
VAT rate(s) taxable golf courses

The Czech Republic is the standard VAT rate of 20%. Also, however, may apply a reduced rate of 10%. If an operator wishes to apply a reduced rate of 10%, must always be about sports services. This it must be formulated to account.
Poslech
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(Court) cases

Is very important for the interpretation of what the customer pays. If this is not a sports service, the operator cannot apply a reduced VAT rate of 10%, but the basic VAT rate of 20%. Tax authorities very often controlled by the precise wording of the service. If so, it must pay 10%. Usually the penalty.
Poslech
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Other tax issues  

2. Denmark

Local VAT legislation

VAT exemption

Member clubs are exempt.
VAT rate(s) taxable golf courses

Denmark has one level of VAT: 25%. Golf companies have to calculate 25% on all their fees.
(Court) cases
· Some golf companies have created structures to “disguise” and look like a member club. Tax authorities are discovering and dismantling these structures. In most cases bankruptcy is the outcome since the high VAT claim cannot be paid.
Other tax issues

· There is a local case that is resting now, awaiting further development in Europe. This case looks at property tax issues, VAT and a monopoly on handicapping in golf. Anti-competition authorities.
3. Finland (Ville Nurmi)
Local VAT legislation

Golf companies are subject to VAT. Also clubs are subject to VAT if they are “for profit”. If a club is “non-profit” then it can be VAT exempt, but only in matters which are not business. IE. Clubs are liable to VAT if they sell green fees.

VAT exemption

VAT rate(s) taxable golf courses

Normal rate is 23 which applies to for example shop. Restaurant VAT rate is 13. Selling green fees and range tokens is VAT 9, as all sports.

(Court) cases

Few cases where a member club has either found to be for profit or not for profit.

Other tax issues

System in Finland is quite OK! The member clubs are not gaining too much advantage.

4. France (Jacques Tillement)
Local VAT legislation

Golf companies are subject to VAT at a rate of 19.6% on their sales. VAT rate on restaurant sales & meals in France has been reduced to 5.5%. Proshop sales are at 19.6 %

VAT exemption

Golf “associations” (regulated by 1901 law) do not pay VAT on memberships paid by their members. Member clubs are exempt.

VAT rate(s) taxable golf courses

In France golf is taxed at 19.6% for golf companies.

(Court) cases

The French Owners Association “GEGF” have compiled and economic impact study for golf in France to show the importance of the golf business for employment and tourism.  Combined with the fact that golf is healthy, social, this study can be used to create a lobby to try to get golf in the low VAT level of 5%. 

Despite apparent “support” from different political personnalities,  no step has been made to propose a new tax law that would reduce VAT from 19.6 to 5% on all sport activities, including golf.

Other tax issues

Property tax is increasing rapidly. 

The change in 2010 from “Taxe Professionnelle” to “Contribution Economique Territoriale” for all businesses will aggravate the situation for most golf course owners.

5. Germany (Jutta Mack)
Local VAT legislation
Golf companies are subject to VAT. However, the EU guidelines for VAT regulation are completly in contradictory to the German VAT regulation for member clubs and golf companies.

VAT exemption

Member-clubs can choose per year to be tax-exempt or taxed at 19%.

VAT rate(s) taxable golf courses

Golf companies are taxed at 19%.

(Court) cases

· Frau Mack claims that the situation in Germany is against the German constitution. Golf companies are taxed at 19% and member clubs can choose per year to be tax-exempt or taxed at 19%.

· Next action: when satisfactory answer will not be received, Frau Mack seriously considers taking the tax authorities to national court. Case will be that the current tax regime is against the German constitution. 

Other tax issues

6. Italy

Local VAT legislation

Golf companies have to calculate the high VAT level on green fees and membership fees.
VAT exemption

Member clubs are tax exempt.
VAT rate(s) taxable golf courses

(Court) cases

Other tax issues

7. The Netherlands

Local VAT legislation

In 2002 the Dutch Government applied the possibility created in the Sixth Directive to apply the lower VAT rate on access to sporting facilities after a lobby made with the Dutch Owners association. Consequently, the main activities of golf courses are subject to 6% VAT. 
VAT exemption

However, based on article 11 (1e) of the Dutch VAT act, the supplies and services of a member organisation are exempt from VAT. This exemption only exists for non-profit-making organisations. Annual operating surplus is regarded as making profit, unless this surplus is not remitted to the members and used for the intended services. VAT exempt courses are not allowed to deduct input VAT, which will increase the level of costs. 
VAT rate(s) taxable golf courses

The applicable VAT rate is 6% on most of the services, except sponsoring. Furthermore, there are still some unclear situations with lessons and corporate memberships. 

(Court) cases
Other tax issues
· Corporate memberships: to which extend are the costs deductable
· Court case on admission fee: drawdown of equity or trading income
8. Norway (Niels Vik)
Local VAT legislation

The general rule is that all aspects of trade, including services are within the VAT area and have a 25% VAT. All activities regarding learning / instruction are outside the VAT area and are VAT free. There are activities that legislation has set a reduced VAT %-age (11, 8) but these do normally not apply to our branch of business. VAT is payable in 6 yearly terms, each term is two months. All golf courses with issued shares (AS) are within the VAT area. All golf clubs with personal memberships are outside the VAT area Golf courses that have organized themselves with both an operating AS and a sport club (This is normal in Norway now) must follow the VAT legislation for each entity.

VAT exemption

As above mentioned, all activities regarding learning are exempt VAT.  That is all golf lessons, beginner and advanced group classes and so on. Greenfee is also VAT exempt.

Renting out buildings/ or parts of buildings (restaurant, shop, apartments) is normally exempt.

As mentioned in my former reply on VAT issues non-profit organisations i.e. sport clubs / golf clubs are exempt from adding VAT on outgoing invoices but we still have to pay the VAT on all incoming invoices.

Not included in the above exemption: Corporate sponsorships and all activities related to this. These activities have a 25%VAT added and therefore the sportsclubs can deduct the incoming from the outgoing VAT on these activities.

VAT rate(s) taxable golf courses 

Normal: 25% 

“Take-out” food and beverage: 11 %

Housing (hotel): 8%

Exempt: 0%

(Court) cases
Kvinesdal GC have sued the government for collecting too much VAT. (Will not go in detail here, however if Kvinesdal wins quite a few courses will get money in return from the government)

Other tax issues  

The fact that corporate sponsorships have a 25%VAT also means that all expenses regarding these activities must be taken into account. That is the VAT on all incoming invoices should be deducted from the outgoing VAT. Sponsorships normally include tournaments on the course – if we didn’t have the course the businesses would not sponsor. Therefore all VAT on sand, gas for mowers, machine repairs, purchase of new machines aso. Should be deducted we say. No says government The course is primarily for members who do not pay VAT on their annual membership fees therefore no VAT reduction. There is an understanding between government and clubs that give the courses a pro-rata deduction. If sponsorships total is 15% of total income  the course may deduct 15% of the above mentioned costs. 10% gives 10% deduction aso. However this understanding only applies in some areas of the country (the burocrats have different opinions on how to read the legislation !)
In Norway you can voluntarily be VAT registered for activities that normally is outside the VAT area. Applicable for golf courses: Builded property. Restaurants, pro-shops, locker rooms. Again the pro-rata rule applies: If 70% of your club house is used within the VAT area then you may deduct 70% of all VAT incurred on invoices regarding the club house. Even more specific if a purchase is solely for use within the VAT area you may deduct 100% of the VAT on that invoice (i.e. tables and chairs for the restaurant if you run an AS or a sport club with voluntary VAT registration)
Do to the common combination of entities (both AS and sports club) there is a lot of money to save if you organize your operation in the best possible way tax-wise. 
9. Poland

Local VAT legislation

VAT exemption

VAT rate(s) taxable golf courses

(Court) cases

Other tax issues

10. Portugal

Local VAT legislation

Golf courses are subject to VAT.

VAT exemption

VAT rate(s) taxable golf courses

In Portugal the situation is mixed: part of the courses use the 5% level of VAT. Another part working with the tour operators use the 20% level. 

(Court) cases

Other tax issues

11. Slovenia

Local VAT legislation

VAT exemption

VAT rate(s) taxable golf courses

(Court) cases

Other tax issues

12. Sweden (Ingrid Linné)
Local VAT legislation

VAT exemption
Member clubs are exempt.

VAT rate(s) taxable golf courses

In Sweden golf is taxed at 6 %.

 (Court) cases

· Sports are promoted in Sweden through tax advantages. Some sports do not have these advantages: alpine skiing and golf are two of those. This regime creates a distortion of competition according to BD. This is against EU law. One of the criteria to proof that this creates distortion of competition is that the situation could interfere with inter-country trade. According to the BBC case that BD sent in it must be possible to pass this criterion. BD seriously considers taking the tax authorities to national court.

Other tax issues

13. The UK (David Croxton)
Local VAT legislation
 Proprietary Clubs have to account for VAT at the full rate on all aspects of their business.
VAT exemption
Not for Profit clubs are exempt from VAT on Subscriptions for members. This means they have partial exemption on reclaiming VAT on inputs.
VAT rate(s) taxable golf courses
The rate is 17.5 %. This will increase to 20% on 1/01/2011.
(Court) cases

· From 1978 to 1993 all clubs were responsible for charging VAT on Membership subscriptions.
From 1993 in response to an E U Ruling the UK Government allowed non-profit making (Members) Clubs the option to be exempt from VAT on Subscriptions. This ruling was backdated to 1990 and these clubs were able to reclaim overpaid VAT for a 3-year period.
A recent judgement (not related to golf) has decreed the 3-year ruling to be incorrect and as a consequence approximately 200 not for profit golf clubs have now filed a claim for overpaid VAT back to 1978.
In addition approximately 120 Proprietary Golf Clubs have filed claims for overpaid VAT on Membership Subscriptions on the basis of Distortion of Trade. These claims have been rejected by HMRC and as a consequence have all appealed against this rejection. A Tribunal Hearing is expected in 2-3 months  in the name of one Lead case. All cases and all issues will be decided at this tribunal. The result of this tribunal could be significant. 

· Meanwhile the Distortion of Trade issue has been discussed at senior level with HMRC in order to effect a long-term change in legislation. The aim here is to negotiate the application of the same rate of VAT to Membership 
· Subscriptions (and Green Fees) for all Golf Clubs. Our preferred target is 5%-7%. These discussions are ongoing.
· A separate series of claims for Overpaid VAT have been submitted by over 200 Golf Clubs to reclaim VAT paid on Green Fees. These have also been rejected, subsequently appealed and will go to Tribunal.
All claims have arisen from legal judgements which have been made in cases not related to golf, but where the circumstances are similar. The exception to this is the Distortion of Trade issue is an argument, which has been ongoing for a number of years. 
