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Corporation tax
Private members’ clubs enjoy beneficial tax status in a 

number of ways. Where income is derived from 

member subscriptions only to be spent on providing 

member benefits, this is considered to be ‘mutual 

trading’ and therefore outside the corporation tax 

regime. 

Complications can arise where a club hosts an event 

involving non-members, potentially generating taxable 

income. Most clubs argue that their overheads exceed 

income and that such events are merely providing 

marginal income or a contribution towards overall 

costs. This is a grey area, however, and could be 

subject to close scrutiny in any HMRC tax investigation. 

Another complexity arises from the treatment of 

income generated by club investments in the form of 

interest or profit generated on their sale, for example. 

These are taxable profits and need to be separated out 

in club accounts. 

VAT
The VAT position of private members’ clubs can be 

complex due to the varied nature of their supplies – 

the range of services members receive in return for 

their subscription. Library services, for example, are 

zero-rated for VAT, while sporting services are VAT 

exempt. It is important to agree an appropriate 

treatment with HMRC whereby certain percentages of 

the subscriptions income are treated as zero-rated, 

exempt or fully chargeable to VAT. This calculation is 

usually based on the space used for different activities 

and so varies significantly between individual clubs.

Where a club has exempt supplies, this can result in a 

restriction on the amount of recoverable VAT costs. For 

most clubs, VAT input costs linked to exempt income 

will be below the de minimise limit and so can be 

ignored. However, this may not always be the case. For 

example, when a club carries out major capital works, 

the amount of irrecoverable VAT could be substantial. 

Although there is no automatic solution, careful 

planning in advance of the works may result in 

increased VAT recovery. The intended use of a new 

building, for example, may have an impact.

    

Other tax risks
Members’ tax affairs may be affected by their club 

membership, perhaps through potential beneficial 

loans or disguised interest. For example, in some 

situations members may lend money to the club in 

return for a reduced subscription, and this could be 

considered to be ‘disguised interest’ under a strict 

reading of the tax rules. This is an area of debate, and 

care is required.

While private members’ clubs will always be highly focused on raising funds and 
maintaining sufficient income, they face a range of additional challenges. 
Professional support and advice in addressing these challenges can make a real 
difference to the club’s future financial health. 
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Accounting
Clubs that are corporate entities must comply with 

financial reporting standards. Adoption of the new 

Financial Reporting Standard (FRS) 102 will result in 

some accounting changes.

In contrast, unincorporated associations have huge 

freedom over the way they present their accounts. 

This may be seen as a benefit due to the lesser 

regulatory compliance burden, but it can also result 

in low quality accounts that fail to give a clear picture 

of the club’s financial health. It’s also worth noting 

that members of unincorporated associations do not 

enjoy the protection of limited liability that goes with 

incorporation.

Fraud and corruption
The nature of the services provided by many private 

members’ clubs creates the same risk of fraud and 

corruption as exists in the leisure and hospitality sector 

generally. Fraudulent activities could include: 

• setting up core processes for checking the identity 

of alleged suppliers and their bank details;

• controlling electronic payments;

• performing regular reconciliations of all bank 

accounts;

• undertaking regular stock takes; 

• monitoring gross margins on bar or restaurant sales;

• ensuring effective whistleblowing arrangements are 

in place and publicised; 

• reviewing IT systems for robustness against cyber 

attacks. 

Governance structures 
The traditional governance structures within private 

members’ clubs can create their own challenges. 

Alongside paid employees (such as club secretary and 

financial controller), unpaid committee members may 

not always have the necessary skills or commitment 

(including the free time) required to be effective. 

Alternatively, an incoming chair may desire to make an 

impact by changing personnel or suppliers, creating 

temporary instability. Sometimes club rules can result 

in excessive power being controlled by a few senior 

members, blocking the potential for the club to evolve 

with the times.  

It is therefore vital that clubs have access to effective 

audit and advisory services. In this way club 

management and committee members can gain 

reassurance that systems and processes are working 

effectively and that appropriate governance and 

assurance frameworks are in place. 

Moore Stephens’ services
As well as conducting audits, we have a long track 

record of advising private members’ clubs on their tax, 

accounting, governance and risk management issues. 

We understand the challenges faced by club 

committees and senior staff, and the way that their 

club’s particular situation can affect its accounting 

and tax position. Our goal is always to provide 

effective, efficient support and advice, tailored to 

individual needs.
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About Moore Stephens 
Moore Stephens is a top ten 
accounting and advisory network, 
with offices throughout the UK and 
member firms across the globe. 

Our clients range from individuals 
and entrepreneurs, to large 
organisations and complex 
international businesses. We 
partner with them, support their 
aspirations and contribute to their 
success. In-depth understanding of 
our clients allows us to deliver 
focused accounting and advisory 
solutions, both locally and globally. 

Clients have access to bespoke 
services and solutions, including 
audit and assurance, business 
support and outsourcing, payroll 
and employers’ support, business 
and personal tax, governance and 
risk, corporate finance, forensic 
accounting, wealth management, 
IT consultancy, and restructuring 
and insolvency. 

Our success stems from our 
industry focus, which enables us to 
provide an innovative and personal 
service to our clients in a range of 
sectors. 

Moore Stephens globally
Moore Stephens International is 
a top ten global accountancy and 
consulting network, headquartered 
in London. 

With fees of over US$2.74 billion 
and offices in 108 countries, clients 
have access to the resources and 
capabilities to meet their global 
needs.
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