Coronavirus Business Support
Grants and Community Sports
Clubs - Tax Treatment
June 2022

sportengland.org

Contents

1. Background

1.

Background

3

2.

Club structures

4

3.

Corporation tax for community sports clubs in general

5

4.

Corporation tax and local authority business support grants

8

5.

Covid-19 job retention scheme grants

10

6.

Community Amateur Sports Clubs and Covid-19 grants

11

7.

Charities and Covid-19 grants

12

8.

Value added tax and Covid-19 grants

12

9.

Action to take now

13

The government provided much
needed financial support to
community sports clubs from
the beginning of the Coronavirus
(Covid-19) pandemic in March
2020 until recently, during
successive lockdowns and
restrictions.
Those clubs with property on
the local authority records
as ratepayers in the Retail,
Hospitality and Leisure (RHL)
sector received valuable
business support grants from
their local authority funded by
the central government.
Other rateable clubs have
received grants from their
local authority out of the Small
Business Grant Fund also
centrally funded. Clubs with
employees may have claimed
and received support from HM
Revenue & Customs (HMRC)
under the Coronavirus Job
Retention Scheme (CJRS) for
their furloughed employees.
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Grants have been provided under
these schemes in 2020 and 2021
but have now ceased. Payments
may have also been received
under the Eat Out to Help Out
Scheme, but these aren’t dealt
with in this guidance.
Clubs are likely to have
accounted for support grants
they received in at least one,
and possibly two, financial
years. These grants are subject
to corporation tax. Clubs
aren’t generally aware of this
and many may not have filed
corporation tax returns in the
past. This guidance has been
produced to help clubs identify
and comply with their tax
obligations for grants received
under the Coronavirus support
grant schemes. It’s been made
available to Club Matters to
publish for community sport
including clubs, national
governing bodies and active
partnerships.

Tax and Coronavirus grants
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2. Club structures

3. Corporation tax for
community sports clubs in
general

A community sports club can typically be
structured in a number of ways including as:

Clubs will pay corporation tax if they’ve got
taxable sources of income and gains as
specified in tax law. This identifies the types
of income and gains subject to tax and the
expenditure that can be deducted from the
income or gains arising. The profits from
each source are computed by deducting
allowable expenditure (which will include
the direct costs of earning the income) and
an allocation of mixed expenditure (such
as club overheads supporting taxable and
non-taxable activities). Tax deductions
aren’t generally allowable for depreciation
on capital expenditure, although capital
allowances for spending on plant and
machinery and structures and buildings
may provide limited deductions against
trading and property income. It’s unusual
for taxable sources of income to generate
losses, so the use of any such losses is
beyond the scope of this guidance.

•

•

An Unincorporated Association
i.e. a members club formed with a
Constitution which governs the club’s
and members’ activities and which all
the members sign up to.
A Company Limited by Guarantee
(CLG) formed under, and subject to,
the Companies Acts registered with
Companies House. The club’s members
will be guarantee members of the CLG.

As a company, a CLG provides limited
liability protection for the club’s
management committee and its members.
There are other types of company which
are occasionally used by clubs to achieve
this. These include Companies Limited by
Shares, Industrial and Provident Societies
(now known as Registered Societies), and
Community Interest Companies. All clubs
whether structured as Unincorporated
Associations or Companies are within the
scope of corporation tax.

Special tax status, including corporation tax
exemptions is, however, available to clubs
registered with HMRC as:
•

Community Amateur Sports Clubs
(CASC’s) , or

•

Charities.

Clubs structured as an unincorporated
association or CLG can register as either
CASC’s or charities if they satisfy the
appropriate qualifying conditions. In
addition, a club can register as a Charitable
Incorporated Organisation with the Charity
Commission and then HMRC, in which event
it’ll be both incorporated and a charity for
tax purposes.

The profits from taxable sources are
combined to give total profits, which are
subject to further general deductions such
as donations to charity and for grassroots
sport expenditure (up to a maximum of
£2,500 pa). The resulting taxable profits
are then subject to corporation tax at the
prevailing rate, which is currently 19%. The
tax calculations are carried out based on
the club’s annual accounts prepared in line
with relevant accounting standards for the
year ended on 31 May 2021.
Not all income is taxable and a club must
carefully review its accounts to determine
which types of income and gains are
taxable. Typical taxable sources would
be trading income (e.g. from goods and
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services provided to non-members),
or income from a property business
being rental income (e.g. for letting out
the club premises). A club’s income will
be predominantly from members (e.g.
subscriptions and competition fees), but
many will have non-member income
(e.g. from purchases at the bar or hiring
its facilities). All of this income needs to
be reviewed to see whether it constitutes
taxable trading or property business
income. There may be other taxable
sources, such as interest income or capital
gains from the disposal of club property.

Trading Income

HMRC doesn’t generally regard a
community club’s provision of sporting
and recreational facilities to its members
as a trade. The club’s activities usually lack
the necessary elements of commerciality
required for a trade. Often clubs say
they’re “mutual traders”, which provides
tax exemption from their dealings with
members, but this isn’t usually the case.
Mutual trading is a long standing tax rule
that means where a club is trading with
its members by providing services on a
commercial basis, and where the members
are entitled to share in the resulting profits
and assets, the trading profit is not taxable.
In other words - the club cannot make
a profit out of itself as a mutual trader.
However, since most clubs are not trading
with their members, they cannot be
mutual traders. In addition, even if a club
was trading with its members where its
constitution provides that on winding up its

Tax and Coronavirus grants
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surplus assets don’t go to its members but
to other worthy local or national sporting
causes, then it cannot be a mutual trader.
Generally, income from members for the
sporting and the recreational facilities
they use is not taxable as trading income
(but neither will the costs of providing
those facilities be tax deductible). Trading
income will usually arise where services
are provided to non-members (e.g. food
and drink purchased at the bar) or possibly
participation in open competitions. The
club will need to be able to identify this
income separating it from non-taxable
member sales. The cost of the food and
drink provided to non-members can be
deducted from the gross sales together
with a reasonable allocation of the costs
of running the bar (e.g. the bar staff and
overheads).

Property Income

Where a club hires out its premises (e.g.
to a local club or nursery) but provides no
additional services, this is likely to be treated
as property business income taxable under
rules different to the trading income rules.
Income should be treated as property
income when it’s for the use of land or
property only (e.g. the hire of an unstaffed
function room with no catering or the rental
of the grounds to another club to use). If
the club provides staff or other services
with the hire, then it’ll be trading income if
it’s from non-members, and non-taxable
member income if the income is from an
arrangement between the club and one of
its members. Hence, great care is required
when reviewing a club’s income from hiring
out its premises and facilities.
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Community Amateur Sports
Clubs

Community sports clubs are able to register
with HMRC as CASC’s. There are a number of
conditions to be met in order to qualify. See:
www.cascinfo.co.uk.
For the larger clubs, the most important
condition is likely to be that the club’s
trading income and property income
combined cannot exceed £100,000 pa. There
are also conditions imposed to ensure that
the club is indeed an amateur club, open to
all (with provision for membership for those
who can’t afford it) and has adequate levels
of participation in the sport (and isn’t a
social club masquerading as a sports club).
Registration confers tax exemption on the
following taxable sources:
•

Trading income where gross income
(e.g. before expenses) is £50,0000 pa or
less

•

Property income where gross income
(again before expenses) is £30,000 pa or
less

•

Interest income

•

Capital gains

Where the gross income limits are
exceeded, the full amount of the trading
or rental income is subject to tax (less any
allowable deductions). In all cases, the
income or gains must be used for sporting
purposes failing which tax exemption will be
restricted.

Charities

Community sports clubs can register as
charities with the Charity Commission and
HMRC to take advantage of tax and related
benefits. There are conditions to be met.
Principally, the club must have a charitable
purpose (e.g. advancing amateur sport,
provide public benefit and apply all of its
income and gains for charitable purposes).
The wording of its Constitution must meet
Charity Commission requirements and it’ll
be subject to monitoring and regulation by
the Charity Commission as well as HMRC.
This will involve additional responsibilities for
the club’s Trustees (usually its Management
Committee or Board of Directors).
Registration shouldn’t be taken lightly since
there’ll be additional administrative burdens
for these “volunteers”.
Registration confers broader tax benefits
than for CASC’s. Generally there’s no limit
on the tax exemption for income from sport
(not just from members), neither is there
a limit on exemption for property income.
Charities also benefit from other reliefs such
as gift aid, 80% mandatory business rate
relief and inheritance tax reliefs.

Corporation tax compliance

Clubs must register for corporation tax with
HMRC; unincorporated clubs will have to
do this in writing providing club details to
HMRC. Incorporated clubs which haven’t yet
registered can do so online. Details are in
HMRC’s guidance at:
https://www.gov.uk/guidance/corporationtax-trading-and-non-trading
Corporation tax returns must be filed online
(generally including tax computations)
within 12 months of the club’s accounting
year-end in a specified format. HMRC has
12 months from the date of filing to raise
an enquiry (longer if there has not been full
disclosure). Corporation tax payments are
due earlier than the filing deadline (e.g. 9
months and one day after the accounting
period ends). There are penalties for late
filing and potentially for errors which result
in undeclared tax. Interest is charged on late
payment of tax.
Where the club has “small” corporation
tax liabilities (e.g. £100 pa or under), HMRC
may treat it as “dormant” for a period of
5 years in which event it won’t need to file
corporation tax returns or pay the tax. This is
only the case where HMRC have confirmed
dormant treatment to the club in writing.
This treatment may not be available where
circumstances change (e.g. it receives
coronavirus business support grants).

A CASC can benefit from other reliefs such
as gift aid, 80% mandatory rate relief (but
care needs to be taken where premises are
rented out) and inheritance tax reliefs.
Tax and Coronavirus grants
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4. Corporation tax and Local
Authority business support
grants
Many clubs with rateable property on
the rating register have received grants
from their local authority under the RHL or
Small Business Grant schemes. The level
of grant depended on the rateable value
of the club’s property and many clubs
have received more than one grant. The
guidance on these grants provided by
government to local authorities stated that
the grants were subject to tax (although
this may not have been passed onto
clubs at the time). Specific legislation was
introduced in Finance Act 2020 to tax these
grants. Clubs are now facing the prospect of
reporting, and paying tax on, these grants.

The legal position is that the grants are fully
taxable whether a club has been liable to
corporation tax in the past or not. The only
possible exceptions are:

HMRC published guidance on the new tax
rules for grants and technical discussions
have taken place with HMRC to help clarify
the position. The special corporation tax
rules, which apply to members’ sports clubs
discussed above, mean that reporting the
grants isn’t straightforward. Many clubs that
haven’t registered for corporation tax are
unaware that they may now have to do so
and pay tax on the grants.

Clubs are rarely mutual traders so the
first exception is not likely to apply, but the
second may very well provide relief.
The general principles are illustrated in
the example below. In the corporation tax
computations, the income from the £10,000
LA grant should be apportioned between
trading income and property income on
a “just and reasonable basis” in order to
compute the taxable profit from each

•

If the club is a mutual trader for tax
purposes and then only if it doesn’t
have other taxable business income
(e.g. from bar sales to non-members
or rental income from its facilities) in
which event only part of the grant will
be taxable.

•

If the club is registered as a CASC
or charity and is within the relevant
exemptions for property or trading
income.

taxable source. If the club had no taxable
business income (e.g. trading or property
income) then HMRC’s view is that the grant
is property income since it’s only been made
because the club has rateable property
and the level of the grant depended on
its rateable value. There isn’t provision for
allocating any of the grants to non-taxable
member income, either from the bar or
from sport. Members’ income from sport
has been ignored in the calculations below
since it has no impact on the tax payable
as it doesn’t constitute trading income.
For ease of presentation, taxable income
and expenses have not been separated
between trading and property income in the
example below:

Example of a non-registered Club receiving
an LA grant of £10,000
Taxable

Non-taxable

Total

Bar sales

20,000

80,000

100,000

Bar costs

(10,000)

(40,000)

(50,000)

Overheads

(8,000)

(32,000)

(40,000)

LA Coronavirus grant

10,000

_

10,000

Rental income

3,000

_

3,000

Profit

15,000

8,000

23,000

Tax payable at 19%
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Deductions are available for allowable
expenditure to be set against income
(including the grant) for each taxable
source. This will reduce taxable profits
and the tax payable. The receipt of grants
from other sources to provide business
support during the pandemic may have an
impact on taxable income and deductible
expenditure. The position is, however, not
straightforward and will require careful
consideration in working out the figures.

2,850

Non – taxable

Tax and Coronavirus grants
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5. Coronavirus job retention
scheme grants

6. Community Amateur Sports
Clubs and Coronavirus grants

The CJRS was introduced from March
2020 and a number of amendments
were made to the scheme until it closed
on 30 September 2021. The government’s
aim for the scheme was to provide grant
funding to employers so that they could
continue to pay their employees during the
pandemic. Grants were made in respect of
employees who were “furloughed” (broadly
when employers required their staff to
take unpaid leave of absence). Under the
scheme, initially a non -refundable grant
was paid to the employer of 80% of regular
monthly pay capped at £2,500. The level
of grant and eligibility conditions changed
over the life of CJRS. This made claiming CJS
grants quite complicated for volunteers at
clubs.

The position for the taxation of Coronavirus
grants is more positive for a CASC. Firstly,
the grants (both LA and CJRS) don’t count
towards the £100,000 pa Income condition
for CASC registration. Secondly, CJRS
grants don’t count towards the exemption
thresholds for trading and property income
respectively. There isn’t any exemption from
tax on the grant for the CASC itself, so where
the club has property and trading income
it’s apportioned between the two taxable
sources and added to the existing gross
amounts. If there’s only one taxable source,
it’s attributed in full to that source. If it has
no taxable business income sources, it’s
treated by HMRC as property income.

CJRS grants are taxable in the same way
as LA Grants and should be apportioned
between taxable trading and property
income sources on a just and reasonable
basis. However, the corresponding
employment cost can be allocated
against the taxable source income. In
effect, the taxable CJRS receipt and related
employment expense should net off to
produce an overall tax neutral position for
the club. The CJRS may, however, have an
impact on the allowable expenditure which
would otherwise be deductible from taxable
source income.
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HMRC has established a Taxpayer Protection
Taskforce which is carrying out compliance
checks on CJRS claims. The speedy
introduction of the scheme meant that
in HMRC’s view there was potential for a
high level of errors, hence the checks now.
Clubs should check their CJRS claims and
report errors. The current corporation tax
Form CT 600 requires details of CJRS claims,
entitlements, overpayments and voluntary
disclosures of errors to be reported. A review
is highly recommended for those clubs
which have made claims since these details
will have to be reported to HMRC. Clubs also
need to have detailed records supporting
their CJRS claims (and keep them for 6
years).

The LA grant has been allocated between
the sources on a “just and reasonable
basis”. Gross income adjusted for the grant
is below the exemption thresholds for both
sources and is therefore exempt from
corporation tax. Accordingly, no corporation
tax will be payable on the LA grant; CASC
registration has saved the club £2,850.
If the existing gross trading income
and property income is higher than in
the example, the exemption limits may
be breached and tax would become
chargeable on the full amount of the
income including the grant (subject to the
deduction of allowable expenditure).

The £50,000 and £30,000 pa exemptions
for gross trading and property income are
still available and may cover the higher
respective income levels when the grant
is included so that exemption may still be
available. If the club in the example above
was a CASC, exemption would be available
as follows: 		
Income before grant Portion of grant

Total gross income

Trading income
(gross)

20,000

8,000

28,000

Property income
(gross)

3,000

2,000

5,000

Tax and Coronavirus grants
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7. Charities
and
Coronavirus
grants

8. Value
added tax and
Coronavirus
grants

9. Action to take now

The position for charities is more beneficial
than that for CASC’s because of the wider
exemptions for trading and property
income respectively. In practice, charitable
community sports clubs are unlikely to pay
corporation tax on received Coronavirus
grants.

A club must register for VAT if its taxable
supplies exceed the registration limit
(currently £85,000 in a 12-months period).
Once registered it must charge VAT at the
appropriate rate on its taxable supplies.
Most clubs provide sporting services to
their members, and these services for
many are exempt from VAT. As a result, their
taxable supplies are below the registration
threshold. The VAT treatment of Coronavirus
grants may therefore be important since
their receipt may create a requirement to
register or be subject to VAT if the club is
already registered.

Those clubs which have had no taxable
income in the past and have not
previously had to file corporation tax
returns will now be required to do so if
they have received pandemic business
support grants. All community sports clubs
that have received local authority or CJRS
grants should review their corporation
tax position now and include the grants in
income when calculating taxable profits.
Clubs which have received CJRS grants
should also review their eligibility and
report any errors in their claims to HMRC.

HMRC has extensive guidance on grants
(VAT Supply and Consideration Manual
VATSC 06300 and following pages). HMRC
says that for VAT purposes a grant is a
freely given payment in return for which no
specific services (or goods) are received.
It’s to be contrasted with a supply of goods
and services provided in return for payment
which may constitute taxable supplies. The
Coronavirus grants under the LA business
support scheme and CJRS don’t involve
the provision of supplies under HMRC’s VAT
guidance and the grant income is outside
the scope of VAT; no VAT is due and it should
be disregarded for VAT registration and
charging purposes.
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HMRC have confirmed that these support
grants must be reported for corporation
tax purposes in its HMRC Stakeholder
Digests of 30 November 2021 and 24
February 2022. HMRC have also issued
guidance on this “Reporting Coronavirus
(COVID-19) grants and support payments”
which can be found at:
•

Clubs should take action now, taking
professional advice where appropriate,
since they may need to register, file
corporation tax returns or file amended
returns for more than one financial year.
Failure to do so may result in additional tax,
interest and penalties.
For general advice on good governance
and financial guidance, please visit the
following resources:
•

https://www.sportenglandclubmatters.
com/governance/getting-the-rightstructure/governance-article/

•

https://www.sportenglandclubmatters.
com/ inancial-management/ inancialposition-forecasting/

Richard Baldwin MBE; CTA: FCA at
rkbaldwin@btinternet.com

https://www.gov.uk/guidance/
reporting-coronavirus-covid-19grants-and-support-payments

Tax and Coronavirus grants
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This guide has been carefully
prepared based on the author’s
interpretation of the relevant
law and practice, and the author
has taken all reasonable care to
ensure the information contained in
it is accurate. The author cannot
accept responsibility for any errors
or omissions contained in the
guidance, or for any loss caused or
sustained by any person who seeks
to rely on it.
This document has been written in
general terms and should be seen
as broad guidance only.
The guidance cannot be relied
upon to cover speci ic situations
and it shouldn’t be regarded as a
substitute for obtaining professional
advice from a tax specialist.
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