Peterborough DAC

VAT and the Listed Places of Worship Grant Scheme

Guidance Note

Policy

The DAC's policy is to encourage parishes to establish whether any works they are undertaking could be zero-rated for VAT.  In cases where zero-rating does not apply, the Listed Places of Worship Grant Scheme should be explored.  

Parishes that benefit from the Grant Scheme are strongly encouraged to write Alexander Nicoll (Church of England VAT Group) telephone 020 7898 1459 alexander.nicoll@c-of-e.org.uk to provide him with evidence of additional works of maintenance and repair that have been achieved because of the VAT refund.  Doing this provides the Church of England with material demonstrating the positive outcome of the grant and may help to support a lower rate for repair and maintenance when this issue is debated at European Union level.

The Listed Places of Worship Grant Scheme

The Listed Places of Worship Grant Scheme (LPWGS) provides relief for eligible repairs and maintenance which are not covered under the approved alteration provisions and are therefore subject to VAT.. All applications for eligible works, regardless of submission date, for projects carried out prior to 1st April 2004 will be grant aided at 12.5%.  Any eligible works completed on or after 1st April 2004 will be allowed a full VAT refund of 17.5%.  This scheme is due to run until March 2011.

What does eligible mean?

· Only works carried out to repair or maintain the building are eligible. 

· The works must have been undertaken to the fabric of a protected building. The fabric includes its foundations, walls, roofs, rainwater goods, drainage, internal surfaces, floors, stairs, landings and all its doors and windows (this covers maintenance as well as repair, so that the provision of a grille to protect a valuable window may be eligible).  
· The scheme, from April 2006, will also cover the VAT costs incurred on professional fees and include fixtures and fittings for listed places of worship, 
· Services supplied in connection with the repair works, such as plumbing, electrical, and any other building services are eligible. 

· Work to fixtures and fittings, such as bells, pews, clocks and organs, are eligible.
· Servery or bathroom fittings, heating and electrical systems, floor coverings, furniture, may not be eligible – check specific questions with the scheme managers. 

· Construction of new buildings or parts of buildings are not eligible. 

· Work to ancillary structures such as gravestones and graveyard monuments, boundary walls, gates, gardens or car parks are not eligible. 

· Only works for which VAT has been paid and for which you have an original VAT receipt are eligible.
Making a claim:  March 2011 deadline

· The building must have been listed at the time the work was carried out.  A copy of the “Listing” giving details of the grade of the building can be obtained from your local planning authority or the DAC office.

· Applications can only be made in arrears in respect of works carried out on or after 1st April 2001.  

· The work must have been performed by a VAT registered contractor and the VAT on the work must have been paid. Applications must be accompanied by the original VAT invoice and receipt as issued by the contractor, to show that the VAT has been paid.

· The minimum (VAT exclusive) claim amount is £1,000 and may cover a number of small claims, but all claims must be in respect of eligible works. 

· As the scheme is due to end on 31 March 2011 all applications for the grant must be submitted by 30 March. Late claims will not be accepted.

· Grants received from other statutory agencies (i.e. English Heritage, Heritage Lottery Fund or other Lottery distributor) in respect of the same work must take into account the LPW grant and, where appropriate, a proportion of the grant money received must be repaid so that the money is not received twice.

· The application form and further details of the scheme can be obtained from the LPWGS or from their website (see below).

Further information and sources of the application pack

Listed Places of Worship Grant Scheme,

PO Box 609

Newport NP10 8QD

Tel 0845 601 5945

www.lpwscheme.org.uk    This is a straightforward site giving detailed information, frequently asked questions, a step by step guide to the application process and the opportunity to down-load the application form.

VAT and repairs to memorials

Since March 2005 there is a separate scheme relating to conservation of memorials in the form of statues, monuments and similar constructions.  A parallel grant application system is in operation for this scheme.

A separate guidance note is available from the DAC office on request.
VAT and zero rating

The advice printed below is taken from an article originally published in Historic Churches 2002 (£5.95 from Cathedral Communications Ltd Tel: 01747 871717). It is copied with the permission of the author, Nicola Griffin, and the publishers, Cathedral Communications Ltd. Nicola Griffin is a specialist consultant with The VAT Consultancy, an independent VAT practice which provides a full range of services to a wide variety of clients, with consultants drawn from both Customs & Excise and Big Five backgrounds.  She can be contacted on a consultancy basis: Tel 01962 735350, Fax 01962 735352, Email ng@thevatconsultancy.com.

The repair and maintenance of places of worship, especially in relation to older buildings, represents one of the largest areas of expenditure for churches. VAT at 17.5 per cent on top of the basic price of the goods and services is often accepted as an unavoidable cost, but in some cases it need not be.

This article aims to provide an introduction to VAT on the conservation, repair and alteration of historic church buildings, highlighting the works of alteration on which contractors can (sic) 'charge' VAT at zero per cent and those elements which qualify for a grant.

General position

Places of worship by their very nature do not normally have a business purpose. This means that, unless they have some kind of trading activity, such as charging admission fees or selling souvenir items and books, as in the case of some larger cathedrals, then they cannot be registered for VAT and cannot recover VAT charged to them. Even if a church is VAT registered, then recovery of VAT that is not incurred in relation to its business activities will generally be blocked.

It is therefore important to ensure that VAT on costs coming in to the church is minimised.

Supplies subject to VAT at zero per cent
VAT can be charged at zero per cent by contractors carrying out 'approved' alterations to listed buildings used for a relevant charitable purpose (including places of worship). 'Approved' here refers to the need for the work to have been granted listed building consent, although in this context the term is rarely appropriate as work to the ecclesiastical buildings of the major Christian denominations is excluded from the consent requirements normally imposed on listed buildings under Ecclesiastical Exemption. However, the alterations must affect the basic structure of the building, such as walls, floors, roofs, doors and windows. For example, the building work and materials required for the construction of an extension would qualify, as would the purchase and installation of new stained glass windows, church organ, new light fittings and the extension of wiring and plumbing systems, as these form part of the building.

The provisions do not apply to works of repair or maintenance and incidental alteration carried out as a result of such repairs. Nor can the zero per cent rate be applied to the fees charged by architects, consultants and other professional advisors engaged in connection with the works.

Contractors should be issued with a certificate by the church prior to the work taking place stating that the 'zero rating' provisions apply and that the building is used for a relevant charitable purpose. It may be possible for the certificate to be issued after the work has commenced, but this requires the agreement of the contractor, who must adjust his VAT account accordingly.

Further information on this issue can be obtained from HM Customs & Excise's website at www.hmce.gov.uk. VAT Notice 708 'Buildings and construction' can be found in the 'Forms and Publications' section in the 'Catalogue of Publications'.

Further information

HM Customs & Excise

Telephone helpline: 0845 010 9000

Website:  www.hmrc.gov.uk
This Guidance Note is intended only as an introduction to the assessment of VAT liability and the Listed Places of Worship Grant Scheme.  The PCC will need to pursue enquiries about VAT for each project to ensure that the correct level of rating is known at the outset.
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