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Impact on music services of VAT on private school fees
Analysis of VAT manual and legislation
General principles of VAT and education
VAT is chargeable on goods and services which are provided as a business supply.  Whether a supply is subject to VAT depends on the VAT registration status of the provider, not the purchaser.

Music tuition that is not provided as part of a school’s curriculum is usually subject to VAT unless it is provided personally by a sole trader (VATEDU 70130, section 2).

Eligible bodies (ibid., section 4.4) enjoy a special status:

If you are an eligible body the supplies of education and vocational training are exempt from VAT.

Eligible bodies include schools, local authorities and “a non-profit making body that carries out duties of an essentially public nature similar to those carried out by a LA or government department”, e.g. an independent music service operating as a charitable trust.

You cannot register for VAT if all your business activities are exempt from VAT.[footnoteRef:1] [1:  https://www.gov.uk/vat-charities/registration ] 


Therefore an eligible body which only trades music education activities would be unable to register for VAT and it would be illegal for them to charge VAT.  Even if an eligible body were registered for VAT for other, non-exempt, trading, the supply of music education would still be exempt.
What VAT will apply to in private schools
VAT will apply to the provision by private schools of education (including extra-curricular classes), vocational training and pupils’ board and lodging.  It is however worth noting that a number of supplies remain exempt from VAT: examination services, closely related goods and services (including books, stationery and school trips) and wraparound care (breakfast and after-school clubs).

Note (1) to the draft legislation defines a “private school” very clearly in a way which does not encompass music services.

Note (2) says:
For the purposes of items 1 and 2, the provision of education or vocational training at a private school by any eligible body other than a private school is to be treated as provision by a private school if—
a) the eligible body and the private school at which the provision is made are closely bound to one another by financial, economic and organisational links,
b) the eligible body and that private school are connected within the meaning of section 1122 of the Corporation Tax Act 2010 (connected persons), or
c) the provision by the eligible body is a result of arrangements the main purpose, or one of the main purposes, of which is to secure that the provision is an exempt supply.

and Note (4):
For the purposes of Note (2)—
a) “arrangements” include any agreement, understanding, scheme, transaction or series of transactions (whether or not legally enforceable), and
b) an “eligible body” has the meaning given by Note (1) to Group 6 [of the exemptions in Schedule 9 of the VAT Act 1994, as amended].

So if music education were provided by a charity that the school had set up for that purpose and/or that it exerted significant control over, charges to the school’s parents for that music education would be subject to VAT.
Effect
If a private school pays the music service’s invoice, instrumental/vocal lesson charges to parents will be subject to VAT but after-school ensembles and choirs will be exempt (although lunchtime ensembles may not be unless they are deemed not educational).  The school’s supply to parents is separate from their purchase of services from the music service so different VAT rules apply.

Where a music service (which is an eligible body and is not financially, economically or organisationally linked with the private school) invoices parents directly, the whole invoice will be exempt, as at present, on the basis of their status as an eligible body.

In any case, if a music service generates less than £90,000 in potentially VATable receipts in any rolling 12-month period, it is not be required to register for VAT and therefore cannot charge VAT.
Conclusion
The imposition of VAT on private school fees does not affect the VAT status of suppliers to private schools and there is no evidence that the government intends music services or hubs to be drawn into this change.

Unless the VAT EDU 70130 section 4.4 changes, supplies of music education to a private school by eligible bodies (provided are not connected with that school) should still be exempt from VAT.
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