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1. The Parkinson Partnership LLP have been approached by the Town Clerk/RFO to undertake the following 

work: 

(i) Review and provide a report to FTC on the VAT implications of managing the Barrington Centre and advising 

on MOU implications in relation to the KGV Charity including any options available to maximise VAT recovery 

and a guide on the steps need to achieve this, at a cost of £700. 

(ii) Review FTCs activities in relation to exempt business calculations for the current financial year at the year end 

and add up the four previous years, at a cost of £500. 

2. The above fees do not include representing FTC to HMRC, attending and travelling to any meetings, further 

work to ‘rescue’ FTC if advice is ignored. 

3. SLCC Advice states: 

A local authority which makes taxable (including zero-rated) supplies in the course or furtherance of business can 

only recover VAT on related costs if the council is VAT registered. A local authority which makes exempt supplies 

in the course or furtherance of business can only recover VAT on related costs if they are below a certain 

threshold. For most councils this threshold will be £7,500, but some large councils may be able to use 5% of the 

total VAT reclaimed in a year, if 5% would be higher than £7,500. 

If the VAT on costs attributed to VAT-exempt business activities exceeds the threshold, none of it can be 

reclaimed for that financial year. This can have serious consequences where an authority constructs a new 

building to be used for VAT exempt business activities (such as rooms for hire or long-term sporting lets). 

Authorities should not simply assume they can reclaim the VAT and should take professional advice. 

A local authority can also recover the VAT attributable to its non-business activities under Section 33. In order to 

do so it must: 

a. Order the goods or services 

b. Receive the supply of goods or services 

c. Receive a VAT invoice, addressed to the council 

d. Pay from its own funds (which may include grants awarded to it) 

Where a local authority receives donations from a third party, it can only recover VAT on the use of the money if, 

in addition to the above: 

e. The authority remains owner of the goods or services purchased 

f. The goods or services are used, or made available, for the authority’s non business purposes 

g. The authority keeps sufficient records to identify what was bought and why 

h. The authority does not do anything in return for the donor, nor agree to allow a third party to benefit. 

Section 33 does not entitle a local authority to recover VAT on purchases made on behalf of other organisations, 

where that organisation reimburses the council for its costs. Advice should be sought before entering into such 

agreements. 

Authorities that are not VAT registered can reclaim VAT they are entitled to recover from HMRC using a VAT126 

form (available online). Claims should be made at least annually and can be made monthly as long as the claim 

is for at least £100 and is for at least one complete calendar month. Authorities that are VAT registered are 

required to submit quarterly VAT returns online and should recover any VAT they are entitled to under Section 33 

as part of that return. VAT recovered under Section 33 must be reclaimed within 3 years of the end of the month 

in which the supply was received (note that this is different from the 4-year limit for taxable business activities). 

VAT recovered on taxable business activities may be reclaimed within 4 years of the end of the quarter in which it 

was incurred. 

VAT records should be kept for at least six complete years. 



Further SLCC advice states: 

Business activities are: 

a. mainly concerned with making supplies of goods or services to other persons, for any form of payment or 

‘consideration’, whether in money or otherwise; 

b. have a degree of frequency and scale; 

c. continue over a period of time; 

d. are within the scope of VAT and may be standard rated, zero-rated; or exempt. 

Non-business activities are: 

a. where a council carries out activities as a public authority under a special legal regime, where different rules 

would apply to private businesses. 

b. activities carried out for no charge and no other form of consideration, including leases granted or the freehold 

sale of land and buildings for the nominal payment of a peppercorn or a pound and where no other form of 

payment is involved; 

c. activities carried out for a charge but with no degree of frequency or scale and without continuing over any 

period of time; 

d. outside the scope of VAT. 

Generally speaking, a local authority can treat activities for which it charges as non-business provided it would 

not lead to significant distortion of competition. ‘Significant distortion’ will occur, for example, when non-business 

treatment places private traders at a commercial disadvantage or deters private traders from starting up 

businesses supplying similar goods or services in competition. 

If a local authority charges members of the public for facilities for sport or physical recreation, it is not acting in its 

capacity as a public authority. It is acting instead under the same legal provisions as those that apply to private 

organisations that provide sports facilities. The activity is business. 

The provision and maintenance of cemeteries by a local authority is a non-business activity for VAT purposes. 

This is because of the detailed legal provisions with which the local authority must comply, but which do not apply 

to other providers of such facilities. 

The provision of allotments by a local authority is also a non- business activity because the authority must follow 

legislation that does not apply to private businesses. 

Some authorities provide markets, and these are generally businesses, operating on a similar commercial basis 

to private markets. 

Where authorities charge for admission to events such as concerts, dances or performances, they are not usually 

acting in a statutory capacity, and these are business activities. 

The provision and maintenance of open spaces, where there is no charge for admission, is a non-business 

activity. 

Where memorial benches are provided on a local authority site in return for a donation, the activity is non-

business, provided the authority retains ownership and charges no more than the actual cost of providing the 

bench. Where the authority publishes and charges a standard price, this is a business activity for VAT purposes. 

Neighbourhood planning is a statutory function of a local council and therefore a non-business activity 

 

3. The Town Clerk/RFO recommends FGPC agree to both sets of work as detailed in section 1.  


