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The Parkinson Partnership LLP 

Wessex House 
Upper Market Street 

Eastleigh SO50 9FD 
 

steve@parkinsonpartnership.uk 
www.parkinsonpartnership.uk 

Telephone 023 8218 2318 
 

30 September 2022 
Dear Gillian 

VAT Partial Exemption Review 2021-2022 

At your request, we have carried out a partial exemption analysis and calculation for the 

year ending 31 March 2022.  We have carried out this work based on information the 

council has provided by email, and this letter sets out our findings.  

Background 

1) We carried out a review of the council’s activities in 2020, which identified that the 

council had come very close to exceeding the annual partial exemption threshold for 

VAT on expenditure.  Where the threshold is exceeded, the council is unable to 

reclaim any of the VAT on expenditure relating to exempt activities such as leasing 

and some sporting lets.   

2) We identified that the council could use a provision known as the 7-year rule, where 

VAT on exempt-related expenditure can be averaged over a 7-year period.  In order 

to protect the right to use this provision, the council engaged us to review exempt 

expenditure on an annual basis until the stipulated 7-year period expires (March 

2023). 

3) A significant feature of our advice was that the council should not have any exempt 

activities taking place at the pavilion until April 2023.  You have confirmed that no 

charges have been made for use of the pavilion or sports grounds at Russell’s 

Meadow in the financial year ending March 2022. 

4) We have not identified any significant new expenditure during 21/22 that could result 

in exempt-related VAT being incurred.  We understand that there are no new exempt 

sources of income during the financial year 21/22. 

Partial Exemption Calculation for 2020/21 

5) In 2020/21 the council had very little exempt income.  Sports and use of the pavilion 

were provided free of charge, which is a non-business activity.  No significant 
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expenditure was incurred on these facilities that relates to future exempt business 

activities. 

6) Remaining exempt income is derived from market rents and cemeteries. Although this 

necessitates an annual partial exemption exercise, it is clear that there is very little 

exempt-related VAT on costs.  

7) Using the figures provided we have prepared partial exemption calculations for the 

financial year 2020/21.  We have used the model method that HMRC sets out, and 

which we used for the last set of calculations that we carried out.  The full exercise is 

set out in Appendix A (spreadsheet attached). 

Conclusion 

8) The partial exemption exercise confirms that CSTC is entitled to full recovery of VAT 

relating to exempt activities in 2021/22. In the absence of any actual or planned 

significant expenditure on exempt activities, CSTC is still entitled to reclaim VAT in full 

on the construction of the Pavilion under the VAT de minimis rules for VAT on 

exempt-related costs. 

9) This entitlement to full recovery in respect of the pavilion construction will be 

cemented if the partial exemption threshold (£7,500) is not breached in 2022/23. 

10) We did note that the budget for the outdoor team for 22/23 will increase from £83k to 

£142k.  Much of this may not be subject to VAT, or relate to the council’s non-

business activities.  Please let us know if any of this increased budget will relate to the 

council’s exempt activities. 

Disclaimer  

11) This advice covers the situation based on the information that the council has 

provided, but The Parkinson Partnership LLP cannot accept responsibility for any 

errors or omissions on the council’s part in providing that information. 

12) This advice is provided exclusively for Church Stretton Town Council and The 

Parkinson Partnership LLP accepts no liability towards any other party that may 

access or use this information as a result of it being disclosed by the council. 

I hope that this covers all the issues, but if you have any questions please let me know. 

Yours sincerely 

 

Steve Parkinson 
The Parkinson Partnership LLP 
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Appendix A – Partial Exemption Calculation for 2021/22 
 
Extract below – full figures are in the attached spreadsheet 
 
 

Actual Income 2020- 2021

 Non-bus/ 

taxable 

 Potentially 

exempt 

  

Precept 404,969      

Bank Interest 252                

Other Income 969             

Donations 578             

Car Park Income 6,684              

Cemeteries 25,287            

Coppice Leasowes 1,240          

Market Income 2,090              

Allotment Rent 253             

Community 1,095          

Outdoor Team Income 650             

Rectory Wood and Field 1,750          

Personnel 90              

411,594      34,313            

Potentially exempt income 8.34%

Maximum VAT on overheads 25,582         

Exempt element at 8.34% 2,132.69      

Add back exclusively exempt VAT 1,449           

Total - maximum exempt input tax 3,582           

Substantially under the threshold - no futher analysis required  


