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SCHEDULE 8 - ZERO-RATING: GROUP 15 - CHARITIES ETC. as amended by SI 2000/805

Item No:
(8) The supply to a charity of a right to promulgate an advertisement by means of a medium of communication with the public.

(8A) A supply to a charity that consists in the promulgation of an advertisement by means of such a medium.

(8B) The supply to a charity of services of design or production of an advertisement that is, or was intended to be, promulgated by means of such a medium.

(8C) The supply to a charity of goods closely related to a supply within item 8B.

Notes
(10A) Neither of items 8 and 8A includes a supply where any of the members of the public (whether individuals or other persons) who are reached through the medium are selected by or on behalf of the charity.

For this purpose "selected" includes selected by address (whether postal address or telephone number, e-mail address or other address for electronic communications purposes) or at random.

(10B) None of items 8 to 8C includes a supply used to create, or contribute to, a website that is the charity's own.

For this purpose a website is a charity's own even though hosted by another person.

(10C) Neither of items 8B and 8C includes a supply to a charity that is used directly by the charity to design or produce an advertisement.

Introduction

This guide has been compiled for those members of staff that purchase goods and services on behalf of their departments.  The guide sets out the relief from VAT under item 8 of Zero Rate group 15 to the Value Added Tax Act 1994 and the conditions that must be met when advertising is purchased by certain charitable organisations (the university) using charitable funds.  
VAT is a tax on expenditure. It is collected on business transactions, imports and acquisitions. Currently there are three rates of VAT: 

· a standard rate of 17.5%

· a reduced rate of 5.0% 

· a zero rate
Following the application of VAT to newspaper advertising in 1984, charities successfully campaigned for the retention of a zero rate for certain advertisements. Over the years the scope of the relief widened to include broadcasting of advertisements as well as printed media advertisements. Concessionary zero-rating of certain types of printed matter has also been allowed, and the supplies covered have changed over time.

Following the Review of Charity Taxation in 1997-1999 the scope of the zero rate for advertising was widened. 
VAT zero rating was supposed to be simple to operate but has proved to be just the opposite and great care should be exercised by anyone involved with it.  

There are severe penalties for making a false declaration. If you are in any doubt about the eligibility of the goods or services you are buying you should seek advice from the Purchasing Office before signing any VAT declaration.
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Section 1: Charitable Status

Most charities in England and Wales are registered with the Charity Commission which confirms their charitable status.  However some charities are not required to be registered: some are exempted by statute, such as universities. The University is an exempt charity as indicated in the Charities Act 1993 (c.10) schedule 2 (c).

Section 2: Types of Advertisements Covered by the Relief
The relief covers all types of advertisements on any subject, including staff recruitment. The name or logo of the charity does not need to be included for relief to be allowed. However charities are expected to only place advertisements, which comply with their charitable objects. This relief does not override charity law or the need to comply with the British Codes of Advertising or any other relevant regulations.

Section 3: Qualifying and Non-qualifying Advertising Media

Any medium, which communicates with the public. This includes all the conventional advertising media such as television, cinema, billboards, the sides of vehicles, newspapers and printed publications. The important factor is whether the advertisement is placed on someone else's time or space. If it is not there will be no scope for zero-rating. The term "the public" means the general public and this can be widely interpreted to include businesses and small groups.

This includes general groups such as:

· readers of a trade magazine; or 

· people in particular parts of the country who may be targeted by a general poster campaign in their area. 

It does not include selected individuals or groups such as those selected by individual home, business or e-mail address whether named or not; nor individually named people, all those at the same address such as family groups or everyone in a particular building.

Direct mail is excluded from the relief because it is not a supply of advertising time or space but is marketing and advertising addressed to selected individuals or groups.

Does information on the Internet qualify for relief?

Information, whether or not in the form of advertising, placed in, on or through a charity's own Internet site, does not qualify for zero-rating. This is because it is not a supply of someone else's time or space whether or not the website is owned, rented or loaned to the charity. Since the information on the website is excluded from the relief, it follows that the associated design costs are also excluded.

However, an advertisement placed on a third party's Internet site does qualify for zero-rating.

Section 4: Design and Production of Advertisements

The design and production of an advertisement qualifies for relief provided it is intended that the advertisement will be placed in purchased or donated advertising time or space, the supply of design or production of the advertisement will qualify for relief. This includes the design of a poster or the filming or recording of an advertisement to be broadcast.

Section 5:  Suppliers and University Departments Responsibilities 

It is the supplier's responsibility to ensure that the correct VAT rate is applied. Reasonable steps must be taken by them to check with the charity any condition which they cannot verify for themselves. Any additional verification carried out should be recorded and kept with the VAT certificate.  It is the university department’s responsibility to ensure that a signed certificate is sent with the purchase order and, if requested by the supplier, give evidence of charitable status (section 1). 

Section 6: Procedures

Purchase Orders

The VAT declaration form (section 7) must be competed and attached to the white copy of each order used.  The declaration should be separate, or clearly distinguishable from, any order form or invoice against which the goods or services are supplied. The authorized person signing an order should not automatically be signing a declaration of eligibility for VAT relief. It should be stressed that telephone ordering is not sufficient for items ordered which are eligible for zero rating for VAT.  An official order must be raised together with the correct signed VAT certificate and these must sent to the Finance Office in the normal way for transmission to the supplier.
Purchasing Cards
Purchasing cardholders must ensure that the correct signed VAT certificate is forwarded to the supplier immediately after a transaction is made.  A copy of the certificate must be filed with the transaction log and kept in the monthly log folder.

The regulations state that suppliers should not issue invoices without VAT unless they are in receipt of the relevant signed VAT declaration.  It is up to the supplier to interpret the law, with the purchaser; therefore our request for VAT zero rating can be declined by the supplier on the advice of their local customs officer, although the Purchasing Office would try to have such advice changed if possible.  Departments have and no doubt will continue to receive the occasional invoice with VAT charged, despite forwarding their orders duly completed with a zero rated certificate. As with all invoice queries it is initially the department's responsibility to contact the supplier, discuss the problem and claim a credit note for the VAT

Section 7: VAT CERTIFICATE 
       See the following page for the VAT certificate - CHARITY ADVERTISING Request for Zero-Rating

CHARITY ADVERTISING Request for Zero-Rating

PART 1 - to be completed by the charity

	  
	[tick boxes as appropriate]

[* delete as appropriate] 


I ...........................................................................................................………………….(Print full name)

A Full time member of University Staff

 (status in University)


of..........................................................................................………….. …………………(Department)

The University of Liverpool

Liverpool

L69 3BX
declare that the above named charity is * buying from/importing from:

........................................................................……………………… ………….(Name and address of supplier)

..............................................................................................……………………

…………………………………………………………………………………..

the following which *is/are eligible for relief from VAT under item

	8 or 8A
	  
	8B or 8C
	  
	of Zero Rate Group 15:


............................................................................ (Signature and date)

NOTE: It the supplier's responsibility to ensure that the goods or services supplied are eligible before zero-rating them.

PART 2 - for use by the supplier

I have read the guidance in HM Revenue & Customs VAT Notice 701/58 and agree that the goods/services described come within the category indicated.

............................................................................ (Signature and date)

This certificate should be retained by the supplier for production to his VAT officer.

NOTES overleaf  (for example any steps taken to verify the declared particulars)
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