GST Briefing

Sponsorship of Sports and Arts

The Government’s tax package fact sheet no. 221 is quite clear:

“Corporate sponsorship will also be subject to GST , as it is considered a charge for service “

This means that where a non-profit sports club/arts body has an annual turnover above $100,000 it would be required to register for GST, obtain GST registration number, and comply with GST requirements in the same way as a GST registered business enterprise.

In particular, it would have to issue a GST invoice in respect of every sponsorship receipt and remit the fraction 1/11 of the gross sponsorship to the Tax Office (By remitting that fraction it means 10 per cent of the net sponsorship money is paid as GST).

If the Sponsor is itself a GST registered business enterprise it can use the GST invoive to claim a rebate of that GST element of the gross sponsorship (usually as an offset against its own GST bill).  Under these circumstances the GST on the sponsorship money washes out.  Apart from paperwork hassles and liquidity delays, it’s not an impost.

But if the sponsor is not a GST registered enterprise (either because it is below the threshold, or because it is an “exempt” industry such as banking, life insurance, or a housing trust, then it cannot claim back the GST.  The GST is then an impost.  The impost must come out of the hide of either the sponsor, or the sponsored organisation, or be shared between the two.

Note that where a non-profit sports club/arts body has an annual turnover below $100,000 and opts not to register for GST, things work somewhat differently.

The sponsorship money is not subject to GST, no GST invoice can be issued to the sponsor, and no GST rebate claimed by the sponsor.

But the sports club/arts body is not permitted to claim GST rebates on its costs on which it has paid GST (equipment, venue-hire, printing, accountants’ bills, etc).

That means a given dollar amount of sponsorship is now worth less to it than before GST.  Again that impost has come out of the hide of the sponsored organisation or the sponsor (through a greater dollar amount of sponsorship), or be shared by the two. 

