
QPC - VAT Notice 749 Checks 2014-2020 

APPENDIX 6 

Quorn Parish Council – 1st December 2020 

Report of the Chair of Finance and General Purposes 

RE: UPDATE ON VAT INFORMATION DEALING WITH RECENT DEVELOPMENT 
OF OLD SCHOOL AND VILLAGE HALL (REV 2 – 16/11/2020) 

Background 

As with all Local Authorities the Parish Council operates under VAT Notice 749 and 
would normally reclaim all receipts with VAT payments under Section 33 of this notice. 

However within this notice there are specific restraints imposed whereby VAT may and 
may not be reclaimed. In detail they can be read on the Government Website: 

 https://www.gov.uk/guidance/local-authorities-and-similar-bodies-notice-749  

In principal however there are limits to development outlay before any VAT at 20% (or 
invoiced) can be recovered. 

The specific limit is a Theoretical Gross Development spend of £37,500/annum (which 
would accrue a £7,500 VAT value) 

There are dispensation areas within this limit such as the space that provides a free 
service to the community or the money is spent in developing areas for the Parish 
Council to gain an income. 

If the money is spent to provide space or a facility free of charge to the community 
then this becomes VAT Exempt. If the money is spent to provide the Parish Council 
with an income, then this becomes VAT potentially liable. 

In 2017/18 the Parish Council contracted an advisor, Parkinson Partnership to assist 
in of the above work. 

Parkinson Partnership issued an initial report dated 15 Feb 2018 to the Parish Council 
which stated that it was very likely that there was a liability under VAT Notice 749, 
however for some reason the action was never closed out in 2018. 

This duty eventually fell on the new Parish Council in late 2019. 

Unfortunately the planned meeting in Oct 2019 did not take place so in early 2020 the 
original 2018 report was revived and investigative works were progressed. 

Due to Covid-19 lockdown an interim set of development finances were sent to 
Parkinson Partners and a second report issued dated 23 July 2020. 

Corrections were then made to the original development figures and a zoom meeting 
held with Steve Parkinson 05 November 2020 to understand specific choices and 
other outstanding queries. 

Present at the meeting with Steve Parkinson were the Parish Clerk and Cllrs 
Chatburn, Price and Key. Actions taken were: 

http://www.gov.uk/guidance/local-authorities-and-similar-bodies-notice-749
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With the assistance of the Parish Clerk, Cllr Key to assemble a set of updated figures 
for Parkinson Partners to check. An update report to be issued for the December 2020 
Parish Council Meeting. 

Detailed Changes to Document after Meeting 05 November 2020 

There were 3 main changes required to comply with Notice 749 with some 
suggested input from Steve Parkinson. 

1. Actual VAT Invoiced were to be issued once high level theoretical £7500 
VAT value breached. 

2. The 7 year rolling averages needed to progress from 2014-15 as the 
Notice only allowed for a maximum of 2 years future predictions to be 
submitted.  

3. Starting the process in 2014-15 has allowed for only one year of predictions. 
Although the start date could be moved to 2015-16 if thought necessary. 

Modifications to some VAT exempt areas to be clarified. 

Further Assistance from Parkinson Partners 

It was confirmed that Parkinson Partners had the resources to check through 
the documentation issued by QPC and were prepared to undertake this when 
completed and issued to HMRC. 

A covering letter to HMRC was the mode of submission and Parkinson 
Partners were prepared to assist in the writing of this once the final choice had 
been closed out. 

VAT Yearly Calculations 

Both choices (single year & 7 year average) have been developed. 

1. When calculating the single year Actual VAT Figures the only year that 
breached the £7,500 allowable was 2017-18. Should this method be 
chosen then QPC would be required to issue £17,919. 

2. When calculating the 7 Year average Actual VAT Figure it was found to be 
£5,229. This figure is under the limit where QPC would be required return 
any monies. However not that far below the limit of £7,500 to allow to allow 
unlimited future development to take place. 

In 2021-22 should the Parish Council spend circa £50K on the Old School 
toilet block and Village Hall it is highly likely that the 7 year rolling average 
would be breached requiring VAT monies to be returned to HMRC. 

Proposals 

1. It is proposed to submit the figures to Parkinson Partners immediately after the 
meeting together with the decision of the Council 

2. Future Budgets would require the next year development area and spend agreed 
at the November Council meeting to allow potential VAT liability under Notice 749 
to be assessed. This will entail input from all staff and Councillors. 

Recommendations 
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There is a choice of action to make:- 

i. The Council could decide to issue HMRC £17,919 for outstanding VAT in 
year 2017-18.This would then curtail the 7 Year Average to starting in 2018 
at a much lower figure. Allowing more development monies to be spent in the 
near future. 

or 

ii. The Council could decide leave things as they are and ensure that the Rolling 
7 Year Average development spend is kept below the VAT limit of £7,500. 

Risks 

The submission to HMRC may not be accepted. However Steve Parkinson thinks this 
is highly unlikely.  All the figures used seem to align, however Parkinson Partners may 
find an error. 

In future Planning for Development Spend is seen as important as breaching the VAT 
Exempt Limit will have an immediate 20% increase to that budgeted. However 
planning the development spend over 2 years will most probably allow all the VAT 
invoiced to be recovered under Section 33. 


