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Response  to consultation on VAT: Cost Sharing Exemption 

 

David Bond  
HMRC  
VAT Projects Team  
3C/10  
100 Parliament Street  
London  

SW1A 2BQ  

 

Dear David, 

 

Response to the Consultation on the VAT: Cost Sharing Exemption 

 

The National Housing Federation (the Federation) has set out below its response to the consultation paper 
issued on 28 June 2011 on the VAT cost sharing exemption.  

 

The Federation represents 1,200 independent, not-for-profit housing providers in England. Our members 

include housing associations, co-ops, housing trusts and local authority transfer organisations. They develop 

and manage 2.5 million homes provided for affordable rent, supported housing and low-cost home ownership 

housing for over 5 million people, as well as delivering a wide-range of community and regeneration services.  

 

The role of housing associations extends far beyond the buildings they build, own and manage. The work they 

do contributes directly to the creation and maintenance of successful, sustainable neighbourhoods and 

communities which provide improved quality of life, increased opportunities and improved social mobility for 

their residents - delivering prosperity to many of the least well off in  society. Government acknowledges the 

vital role housing associations play in achieving its objective of over 170,000 new homes between 2011 and 

2015. 

 

As a result of the Comprehensive Spending Review, the Government's new investment framework for the 

housing association sector has resulted in a 63% reduction in capital grant funding of new affordable homes 

between 2011 and 2015.  This unprecedented reduction, coupled with the increased cost of funding and 

proposed housing benefit cutbacks will create huge financial and operational hurdles for the sector.  

 

We welcome the proposals by the UK to implement the mandatory VAT exemption contained within Article 

132(1)(f) of Directive 2006/112.  The exemption which is presented “for certain activities in the public interest” 

is viewed as critical to removing an almost entirely irrecoverable VAT cost that currently represents a financial 

barrier to sharing services. 

 
In compiling this response, the Federation has consulted its members and sought to gather feedback on: 
 

 What specific costs  could conceivably benefit from the CSE within the social housing sector and the likely 
extent of VAT costs that could be removed 
 

 To establish whether the proposals as presented within the consultation paper will successfully facilitate 
cost sharing arrangements and 

 

 What specific issues need to be further addressed before cost sharing arrangements that would benefit 
from the CSE are feasible within the sector. 
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The Federation wish to thank both HMRC and HM Treasury for taking time to attend a number of events to 
brief our members on the proposals.  However, the feedback from housing associations indicates that in their 
current form the proposals as set out in the consultation paper will largely not be capable of being adopted by 
housing associations due a number of commercial, practical and financial reasons.  These have been set out 
below together with additional observations that the Federation and its members hope will assist in the swift 
implementation of arrangements that are: 

 workable,  

 cost effective, and 

 less likely to result in abuse or avoidance. 
 

Based on the discussions with HMRC and HM Treasury, it is clear that the process of designing a framework 
and ultimately national legislation to implement the CSE is a complex and difficult task given the diversity of 
organisations and sectors that could potentially benefit from the CSE.  
 
 The Federation has structured its response to the consultation paper around the key elements set out in 
Article 132(1)(f) for ease of reference:- 
 

 There must be a “ … supply of services … ”  
 

 That is made “ … by independent groups of persons … ” (i.e. the Cost Sharing Group or CSG) 

 

 “ … who are carrying on …” a relevant activity i.e. “ … an activity which is exempt from VAT or in 
relation to which they are not taxable persons … ”  

 

 “ … for the purpose of rendering their members the services directly necessary for the exercise of 
that activity (i.e. the relevant activity), 

 

 “ … where those groups merely claim from their members exact reimbursement of their share of the 
joint expenses … ”  

 

 “ … provided that such exemption is not likely to cause distortion of competition … ”  

1.0 Supply of services 

It is accepted that for a a “supply of services” to exist for VAT purposes, 

something needs to be provided for a payment (cash or otherwise) by a 

“person” that has natural or legal status and that is separate from the 

individual members of a CSG. Without a “supply of services” and therefore 

VAT charge a CSE would not be required.  This is acknowledged by the 
Commission at  paragraph 3.3 of their 2010 paper on the CSE1 when they 

stated that “In the Commission‟s opinion Article 132(1)(f) exists solely in order 

to preclude an input charge in respect of certain activities carried out by an 

association for its members. It has no raison d‟être where such a charge to 

VAT would not arise even in the absence of the provision” 

                                                

 

 
1 taxud.d.1(2010)123337 – Working Paper No 654  
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2.0 Independent group of persons 

It is noted that HMRC’s preferred structure involves the set up of a separate 
entity from its members.  Regard has also been given to the need for HMRC 
to be able to identify and pursue a specific “taxable person” for the protection 
of the Revenue.  

 

The Federation acknowledges that this structure may be entirely appropriate 
and relevant for a particular sector or for certain types of services. Based on 
the feedback secured from housing associations, this proposal will involve 
organisations (that can be small in size) incurring a level of set up and 
operational costs which in themselves are likely to render the  financial viability 
of the CSE null and void for most if not all housing associations.  This is 
largely due to the potentially significant costs associated with the transfer of 
staff into a new legal entity and the implications from a local Government or 
social housing pension fund perspective.  In addition to these issues, the 
establishment of a new legal entity will require financing, providing many 
housing associations with difficulties as many are charities and are likely to 
face restrictions from providing loans to an entity it does not control. 

 

The Federation would suggest that it should be possible to have a CSG that is 
contractually based and which, as a result, does not require the formation of a 
legal entity that is separate and distinct from its members, and/or one that is 
administered by one of its members. To narrowly interpret CSGs as requiring 
specified legal status and therefore denying the exemption (at least in practical 
terms) to those that do not meet these specific criteria would to be “unduly 
restrictive” and therefore inconsistent with both the ECJ’s decision in Stichting 
Centraal Begeleidingsorgaan voor de Intercollegiale Toetsing C-407/07 
regarding the interpretation of the CSE and most other Member States’ 
domestic enabling law implementing it.  We should look at substance over 
form here, and not limit the scope of the exemption to certain bodies only 
(such a limitation could itself be contrary to EU law – see for instance Gregg 
C-216/97).  Failure to allow sufficient flexibility in the form and operation of the 
CSG would deprive the relief (the exemption) from its intended effect and 
objective which is to “place small undertakings on an equal footing with large 
undertakings that are able to provide services via their own resources”. 

  

It our understanding that Belgium has solved the resulting potential for 
unequal treatment between contractually based CSGs and those creating an 
actual legal person by using the powers conferred upon them by Article 11 of 
the Principle VAT Directive (“PVD”). Under these powers the Belgians treat 
the members of the CSG (i.e. a number of “persons … who, while legally 
independent, are closely bound to one another by financial, economic and 
organisational links”) as a single taxable person, which then has the 
necessary independence from its members and can make exempt supplies to 
its members subject to the other cost sharing exemption conditions. We would 
urge the UK to consider and adopt a similar approach. 

  

For the reasons given above we do not consider that the independent group 
needs to create a legal person that is separate and distinct from its members. 
If the UK adopts the approach suggested above, this could resolve several 
potential commercial and operational issues of the proposed CSG structure, 
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such as the need for members to transfer staff and assets into a new entity 
(the CSG).  

 

Given the range and size of organisations that may wish to generate a 
potential benefit from the CSE it is important that there is flexibility in the range 
of forms that could be adopted. As the Court expressed clearly in Gregg to 
distinguish, for VAT purposes, between entities on the basis of legal form is 
contrary to the principle of fiscal neutrality and this is an unacceptable form of 
discrimination.  

 

In some cases specific legal forms will not be appropriate for the purposes of 
forming a CSG.  Under both the Partnership Act 1890 and the Limited liability 
Partnership Act 2000, a partnership must have the intention to make a profit 
and this legal requirement is contrary to the requirement of the CSE which 
requires that the CSG merely seek the “exact reimbursement of their share of 
the joint expenses”. Whilst you say that you will make provisions for profits 
and deficits at paragraph 6.7 of the consultation paper we consider that the 
ambiguity caused by the differing objectives of the CSE and Partnerships, may 
result in compliance problems and should therefore be avoided. Furthermore, 
if the powers available to HMRC under Article 11 of the Primary VAT Directive 
(PVD) are taken then the need to include specific types of legal persons and 
partnerships within the CSE disappears, as the mere coming together of the 
members to form a CSG should be sufficient to create the independent group.  
This additional flexibility of a “virtual” CSG has practical and cost benefits.  

 

However, we do agree that a definition of independent groups of persons is 
critical to the CSE - there are two basic alternatives, namely legal 
independence or economic independence. We also accept and agree that the 
members of the CSG must be legally independent of the CSG itself, but this 
would be achieved by deeming the CSG a single taxable person, separate 
from its members, without the need to require that the CSG itself be an actual 
legal person.  We do not accept that members of the CSG need to be 
economically independent of each other. 

3.0 A relevant activity 

In terms of principle Article 132(1)(f) is clear that the CSE should only apply to 
services that are directly necessary for the execution of activities in respect of 
which the person carrying them out would either be an exempt taxable person 
or a non-taxable person. However, this raises a number of questions.  

 

The Federation welcomes the broader interpretation proposed in the 
consultation paper in so far as membership will be available to housing 
associations that also carry out taxable activity.  Given that levels of relevant 
activity will vary between members this raises a number of practical issues 
around how the CSG will monitor the use of the services it supplies and 
therefore how it should charge for services and operate on a day to day basis 
without creating an unnecessary level of accounting or administrative 
complexity. 
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We favour a simple and easily understood approach and in our opinion that 
suggests a single taxability threshold for membership based on the 
percentage of taxable supplies to the total value of all activities. This is the 
most common approach among those Member States that have enabled the 
CSE.    

 

In order that as many members as possible can qualify to use the CSE, we 
would urge that any taxability threshold in the UK for joining a CSG is set at a 
reasonably high level. We would suggest that there is no real risk in adopting 
a relatively high threshold, as a business does not need exemption for the 
costs of making its taxable supplies, and the UK would not be out of step with 
other Member States if it adopted this sort of interpretation of the exemption. It 
is arguable that the CSE in the PVD does not require any restriction to the 
level of the members’ taxable economic activities and some Member States 
such as the Netherlands and Slovenia apply no taxable threshold test at all for 
membership of a CSG, as long as the member has some exempt supplies or 
non business activities.  

 

We should also like to request that the UK reconsiders the approach taken to 
VAT groups joining a CSG. The consultation paper suggests this will only be 
possible if all members of the VAT group can meet the CSG conditions. In our 
view this is an unnecessarily restrictive condition to adopt, assuming that the 
UK will adopt a taxability threshold for membership, as most exempt VAT 
groups are likely to have at least one member with a high proportion of taxable 
supplies, rendering the group ineligible to join, and thus depriving it of the 
benefit of the exemption. The proposed approach discriminates against VAT 
groups by comparison to individually registered entities and this cannot be in 
line with the aims of the exemption. We would ask that the condition be 
amended so that only the actual member of the VAT group that joins the CSG 
has to meet the conditions.   

4.0 Directly necessary (for the relevant activity) 

 

The Federation acknowledges the wider definition proposed within the 
consultation paper following initial representations to HMRC during the 
informal consultation period earlier this year. As a result the Federation is 
generally supportive of the two tier approach outlined in the consultation 
paper:- 

 

“5.5 HMRC‟s preferred approach is to accept that all supplies received by 
members from CSGs can be treated as „directly necessary‟ where those 
businesses and organisations have wholly exempt and/or non-business 
supplies or negligible levels of taxable supplies. In these circumstances 
negligible taxable supplies might be defined as being where members‟ exempt 
and non taxable supplies exceeded for example either, 85% or 90% or 95% of 
total supplies by value or as similar percentages of irrecoverable VAT (as 
determined by their partial exemption, business/non-business methods).  

 

“5.6 Where businesses and organisations do not fall into those categories the 
partial exemption methodology would apply in determining whether the 
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supplies they receive from CSGs are directly necessary for their exempt 
and/or non-business activities.” 

 

We have understood this to mean that all supplies (by CSG’s) to members 
who have taxable activities at or below the “negligible” threshold will 
automatically be exempted under the CSE. However, where members of the 
CSG fail to meet the threshold, exemption can nevertheless be obtained 
where the “shared costs” recharged are directly necessary (i.e. directly 
attributable) to a relevant activity.   

 

The definition of directly necessary is critical to the usefulness of this 
exemption in our view, where the CSG member’s taxable activities are not 
negligible and hence an automatic exemption for the shared costs is not 
available. Many of the entities that may wish to join a CSG could have taxable 
activities that are not of themselves minor, but which still form the minority 
proportion of their total activities. Many of the shared costs are likely to be 
overheads of these CSG members. Will HMRC accept that shared overheads 
can at least in part, be directly necessary for an exempt or non-business 
activity for these CSG members? That is to say that the proportion of an 
overhead cost in respect of which the VAT would be disallowed by the 
member’s recovery method should be viewed as directly attributable to, and 
hence directly necessary for, exempt or non-business activities. Otherwise 
there is a potential distortion between the treatment of the overhead shared 
costs received by a CSG member with negligible taxable activities and those 
whose taxable activities are not negligible.  

 

In that case however, where a member’s non relevant, taxable activities are 
above any set threshold so that the automatic exemption is not available for 
the supplies to it by the CSG, we suggest that it will be a difficult and complex 
exercise for the CSG (a taxable person with the consequent rights and 
obligations) to know if its supplies are directly necessary (i.e. directly 
attributable) to a relevant activity, as this is largely (if not entirely) a matter for 
each of the members individually. This could result in one of two outcomes. 
First, the CSG might adopt a prudent approach and levy VAT on the shared 
cost charged to the relevant member and thereby frustrate the objective of the 
CSE. Secondly, they might exempt the shared cost only to find, that following 
a control visit to one of their members by your officers, VAT is due (along with 
interest and penalties). To avoid both these issues we recommend that 
members whose taxable activities exceed any agreed negligibility threshold 
are required to certify to what extent  the shared cost is directly necessary (i.e. 
directly attributable) for a relevant activity. It follows, if this proposal is 
adopted, that interest and penalties arising (and possibly the recovery of VAT 
due) should fall upon the member rather than the CSG itself.   

 

A further simplification by allowing all services to be exempt to members that 
qualify to join a CSG could reduce the cost, risk and complexity of operating 
the CSE by removing the requirement for the CSG to charge VAT under the 
second tier test.  To avoid abuse and to give effect to the definition of “directly 
necessary” each member could self account for VAT on those services that 
are not “directly necessary” (e.g. via a reverse charge mechanism).  Each 
individual member could then determine the level of appropriate VAT recovery 
by reference to its own partial exemption method.  This would ensure the 
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obligation to account for VAT sits with each individual member and not the 
CSG. 

 

5.0 Exact reimbursement of their share of the joint expenses 

Working on the premise that the CSG will always be independent of its 
members we agree that the interaction between the CSE and transfer pricing 
(“TP”) is reduced. However, we are not convinced that it will be completely 
eliminated, particularly if the UK adopts the condition we suggested above, 
that legal independence is sufficient and economic independence is not 
required. Should TP requirements require the CSG to make a profit it seems 
unfair that this will prejudice the CSE. In these circumstances it would seem 
reasonable to ignore any profits caused by TP requirements.  It is for instance 
possible to make a tax only adjustment to comply with TP provisions, without 
altering the underlying value of any supply made and this would seem to 
resolve the issue.   

6.0 Distortion of competition 

This is without doubt the most difficult of the criteria to legislate for; we suspect 
there will be different view-points.   

 

Nevertheless, it must be recognised that the CSE cannot always cause a 
distortion because if it did then it would be rendered invalid and this is both an 
unsupportable proposition (because the draftsman does not act in vain) and 
clearly a conclusion that has not been reached by those MS that have already 
enabled the CSE. Some Member State (e.g. Netherlands) have addressed 
this difficult issue by excluding those services where the CSE is most likely to 
cause a distortion because of a large existing commercial market offering the 
same supplies (e.g. IT services). Whilst seemingly a pragmatic solution it is 
not without its own problems; for example would the mere presence of IT 
disqualify the tested service from the CSE? Or should a “CPP test” be applied 
first so that if the predominant nature of the supply is the provision of IP (e.g. 
market intelligence, best practice etc) then the CSE can apply irrespective of 
the presence of IT? In the spirit of making the CSE as flexible and simple as 
possible we would not recommend that any services are excluded.  

 

At another level of analysis it could be argued that the not-for-profit 
requirement of the CSE means that outsourcers (businesses seeking to make 
a profit) would not ordinarily compete for the contract and thus the VAT 
exemption does not cause a distortion.  

 

Based on feedback from its members the Federation notes that many of the 
services that are most likely to be “shared” by housing associations are those 
that are carried out in-house at present, rather than outsourced.  The CSE 
would facilitate efficiencies through the collective delivery of the services 
rather than the removal of VAT costs on a service that is provided by a 
commercial provider. 

 

The Federation welcomes the broader proposals that have been presented by 
HMRC and the Treasury.  Although these proposals to a larger extent 
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recognise the most immediate need of housing associations to share back 
office services the proposals in their current form to not facilitate the adoption 
of the CSE due to the requirement to form a separate legal entity to provide 
the exempt services.  Due to practical and cost implications the Federation 
and housing associations are concerned that smaller organisations would not 
be able to benefit from the proposals. As such they would be denied the 
exemption. 

 

An alternative form of cost sharing based on contractual arrangements would 
however facilitate much wider use by smaller organisations.  The Federation 
request further consideration of how VAT is charged and accounted for under 
the CSE arrangements, irrespective of whether the CSE is given effect via a 
legal entity or contractual arrangements. 

 

 

 

Yours faithfully  

  

 

John Butler 

Finance policy officer 

National Housing Federation 
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Appendix 1 

 
 
 
Question 1: Are there any other bodies or entities that could be used to form a cost sharing group? 
 
It is accepted that the proposed legal entity arrangement as proposed by HMRC may be appropriate for larger 
organisations (and for types of services or expenditure). However an alternative to the proposed legal entity 
arrangements is necessary if smaller housing associations are to be able to benefit from the CSE. 
 
The terms of the contract between the members could with sufficient clarity determine how the contract is to 
be delivered (e.g. by a host or lead entity),controlled (jointly by the members) and where responsibilities lie. 
 
The Federation understand that any person (legal, natural and others including partnerships) should be 
allowed to form a CSG. The CSG can take any form (legal person or contractual) but where the CSG is not a 
legal person that is separate and distinct from its members then it should be treated as a taxable person under 
Article 11 PVD.  
 

 
Question 2: Does the proposed definition of ‘independent group of persons’ provide any practical 
problems or barriers to using the exemption?  

 
This criterion should be based on legal independence NOT economic independence and the CSE should not 
be seen as something which extends the reliefs offered by a VAT grouping; they are standalone provisions 
and should be enabled as such. 
 
From a practical perspective the charitable form of many housing associations is likely to mean that individual 
members of a CSG may be restricted from funding the set up of the CSG entity.  The greatest barrier to the 
use of a legal entity is the cost of transferring staff into the CSG, particularly the costs associated with the 
provision of pensions. 
 

 
Question 3: What practical problems or difficulties could occur if a VAT Group was a member of a CSG 
and how could these be resolved? 

 
VAT groups commonly include members with varying levels of exempt activity.  Based on the current 
proposals most VAT groups should be eligible to become members of a CSG. This assumes that the eligibility 
criteria allows a higher level of taxable use, say 50%. 
 
Depending on the nature of services received from the CSG consideration would need to be given as to how 
the CSG would determine the VAT liability to the “user” of the service if for example the service is an overhead 
service.  It would seem inequitable for the exempt members of the VAT group to have to receive a VAT charge 
because the whole VAT group is less than 85% exempt due to activities of say one member.  This could be 
resolved by allowing the CSG to exempt those services that are to be used by the exempt members.  The 
administrative complexity of monitoring use could be addressed by requiring the representative member of the 
VAT group to self account for VAT and charge itself VAT on those proportion of services that are used by each 
individual member of the VAT group that are not “directly necessary” under the HMRC proposal.  Determining 
the level of use could be linked to the VAT group’s partial exemption method. 
 
Similar arrangements could be applied whether the CSG takes legal or contractual form. 
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Question 4: Are there any difficulties or problems that may arise from multiple memberships? 

 
No. Provided the criteria are met then a person should be able to join an unlimited number of CSGs. This may 
be more easily achievable if a legal entity is not required for each CSG. 

 
Question 5: Are these characteristics appropriate? 
 
To the extent that our members would want to form a CSG as set out in the consultation these characteristics 
would be appropriate In addition if our members were to adopt the proposed contractual form of the CSG the 
principles and aims of these characteristics would be appropriate. 

 
Question 6: Do you agree that independence is a necessary safeguard against abuse and distortion? 

 
No, independence does not safeguard against distortion. 

 
Question 7: Do you think HMRC should introduce a specific test? If your answer is yes please indicate 
the threshold and timescale you think should apply 

 
We do not think a specific test of exempt and non-business activity levels is needed – it adds complexity and 
the Directive does not specify this.  

 
Question 8: Do you have a preference for any of the approaches described above? Please explain why. 

 
We do not favour the exclusion of particular services from qualifying as directly necessary as this will serve to 
lessen the usefulness of the exemption.  We would urge HMRC to permit bodies with taxable activities in 
excess of any negligibility threshold to still be able to receive shared overhead costs VAT free from the CSG, 
to the extent that VAT on these overheads, if charged, would be disallowed by the member’s recovery method, 
so as to avoid distortion between CSG members that meet the negligibility test and those that do not.  

  
Question 9: Do you prefer another approach? If you do, please outline your ideas. 

 
See above 

 
Question 10: Do you agree with this approach to ‘direct reimbursement of costs’? If not please explain 
why and indicate the approach you would like to see adopted. 

 
See above 

 
Question 11: In what circumstances do you think the ‘Distortion of Competition’ condition would 
apply? 

 
Based on the services the sector would potentially share (ie back office services) there would be limited 
challenge of a distortion of competition as these costs are internal and so would not reduce competition in the 
open market. 

 
Question 12: Are there any process and compliance aspects of the cost sharing exemption that you 
think might need to be addressed specifically in guidance? 

 

Irrespective of the form that the CSG takes (legal entity or contractual) further consideration and guidance will be required 
on: 

 How the CSG (or the provider of services under a contractual CSG) ensures that members qualify to join the CSG.  
This could be achieved by each member providing a declaration that it qualifies to join the CSG. 
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 Clear guidance would also be needed on how the CSG or provider of services continues to monitor the eligibility of the 
member to remain within the CSG.  Again an annual declaration by the member could be sufficient. Clear guidance 
would be needed on when a member would cease to be eligible.  It could be potentially inequitable to require a 
member to leave a group for a one off taxable activity in any particular year. 

 

 A simplified method of the CSG of determining whether all services can be treated as being “directly necessary” and 
therefore exempt from VAT would also be required.  A simple method may be to allow members to self account for 
VAT on the taxable use of services it receives from the CSG.  This would reduce the level and complexity (and 

therefore cost) of VAT accounting within  the CSG.  

 
Question 13: Do you think that the implementation of the cost sharing exemption will have any equality 
impacts? If yes please indicate what the impacts are and offer suggestions about how they can be 
eliminated.  

 
Requiring the CSG to charge VAT on the full value of the services that are not directly necessary because the 
member has less than 85% exempt use could unduly impact those housing associations that have say 84% 
exempt use.  The exemption as proposed is all or nothing. 
 
It may be more equitable for the member to charge itself VAT on the non qualifying element and recover the 
VAT in line with its partial exemption method.  This would remove an inequitable VAT charge being incurred 
on the exempt use.  

 
Question 14: On the basis of information in this document do you have any comments on the 
assessment of impacts? 

 
See above 

  
Question 15: On the basis of this document would your organisation join a CSG?  
 
The Federation as a representative body has no need to join to join a CSG, but feedback from its members 
indicates that many housing associations would not be able to join due to the cost and complexity of setting up 
and running a legal entity. 
 

 
Question 16: What are the most valuable services (in cost terms) your organisation would want to 
receive from a CSG using the exemption? Please state the value of at least 3.  
 

 The proposed VAT CSE would mean that the exemption could be applied to a  range of activities that are 

largely  currently carried out by housing associations in-house.   

 

It has not been possible to identify specific costs at a component or individual service element.  Data is 

however available for  “management costs” per unit within  the TSA 2010 Global Accounts 

http://www.tenantservicesauthority.org/server/show/ConWebDoc.21183.    

 

These costs range from £1,084 - £808 per unit per year depending on the type and size of the housing 

association.  On average larger sums are being incurred by smaller organisations. The total sector costs for 

management costs were £2,148 million.  It is understood that most if not all these services are run in-house 

and based on feedback some proportion of these services are most likely to be capable of being shared via a 

CSG. The costs components of this activity are likely to be as follows 

 

 Housing management services  

 Procurement costs 

 Payroll and finance 

http://www.tenantservicesauthority.org/server/show/ConWebDoc.21183
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 Human resources 

 Information technology 

 Legal advice 

 Internal and external audit  

 Call centres and other services. 

 

Many housing associations have already explored cost sharing arrangements with neighbouring associations 

to achieve economies of scale.  There is no upper limit to the number of organisation that could join a CSG 

and the CSG could conceivably include organisations from a wide geographic location.  In addition, a CSG 

group could include partners that were not housing associations, for example care providers, local authorities 

and other charities.  Whilst such a CSG might be more difficult to administer, arguably the larger the CSG and 

the more diverse the range of services it provides for its members, the greater the cost and VAT saving 

efficiencies that are likely to accrue. 

There is however no VAT efficiency gain via the CSE because there is no VAT incurred on the service at 

present.  VAT incurred on goods would remain.  The core effciency would be secured by smaller organisations 

that might secure a lower management cost per unit as a consequence of shared arrangements. 

 
 

Question 17: Of the services listed in question 16 what services are currently supplied by a third 
party? Please state the annual value of irrecoverable VAT you currently incur when receiving those 
services.  
 
Most of the initial services that would be subject to sharing arrangement are currently provided in-house. 
 

 
Question 18: Of the services you have listed in question 16 above what are the annual economies of 
scale you would expect to make on services currently provided in-house if they were to be supplied by 
a CSG? Please specify these values separately for each listed services 

 
Not determinable at this stage. 

 

Additional question  

Efficiencies would be re-invested in the provision of social housing activities. 

 

 


