
Proposal to “opt to tax” – Burghfield Village Hall 

Summary: 

Section 33(2) of the VAT Act 1994 allows local authorities to recover VAT payable on supplies for 

non-business activities (typically – Allotments, Cemeteries and activities that generate no income).  

This concession is extended to recovering VAT on activities that are Exempt from VAT (in our case 

primarily the Village Hall, Common Pavilion, and the Community Hub) providing the amount claimed 

in respect of those Exempt Activities is insignificant in any one financial year.   

All Exempt Activities have to be aggregated together in considering whether it is claimable or not.  

VAT is considered insignificant if it amounts to less than £7,500 per annum or 5% of the total VAT 

incurred on all purchases in a year. If the total amount of VAT on Exempt Activities in any financial 

year exceeds either of the above criteria, then none of the VAT can be recovered. 

 

What this means in numbers:  

The contract value for the refurbishment of the village hall is £234,000 with VAT on services totalling 

£46,800. (Note: this is in addition to the VAT incurred on the normal running costs of these 

activities).  

As this exceeds the de minimis limit of £7,500, none of the VAT incurred would be recoverable, 

resulting in a significant cost to the council.  

The village hall currently generates an income of approximately £30,000. The VAT element of this 

would equate to £6,000 (without increasing our charge rates by adding VAT thereto). It would take 

the council over 7 and a half years to recover the difference on the project cost alone (46,800 / 

6,000 = 7.8). 

 

 

Options available:  

The council could decide either of the following routes:  

1) HMRC will allow a council to look at their average over 7 years to see if the fall below the 

£7,500 threshold on an average basis.  

(However, this does not work where the total VAT involved exceeds £52,500) 

2) The council could make a formal Option to Tax  

Unless the council believe the village hall would generate an income of more than £50,000 (plus 

VAT) a year, opting to tax is the recommendation from our advisers.  

This option will enable the council to reclaim the £46,800 VAT element on the construction works, 

together with VAT on the running costs for this year and next year.  

(The council is already VAT registered, so there is unlikely to be any impact on existing services).  

 

Making an Option to Tax described 

An Option to Tax is a decision taken by the council for all future supplies of the village hall to become 

a taxable supply. VAT must then be charged on all room hire and leases, but it means the council is 



able to reclaim any VAT incurred as it relates to taxable business activities, including construction 

works. It is, however, subject to acceptance by HMRC. 

Note: An Option to Tax cannot be revoked for 20 years, although the council is granted a six-month 

“cooling off” period in which it can change its mind. 

 

Application process:  

The parish council is required to resolve to make an Option to Tax, identifying on a map the area of 

land that will be covered by the Option. HMRC must be notified of that decision within 30 days 

(currently extended to 90 days due to Covid). Once the Option is in place, the council will need to 

charge the appropriate rate of VAT on all taxable supplies. 

An Option to Tax would affect hirers, with VAT being added to all charges for use of the hall. Local 

groups would not be able to reclaim the VAT, however the council may consider this when setting its 

charges, applying different rates if necessary. If the hall is hired to a charity for its non-business 

activities (other than as an office) then these charges remain VAT exempt and are not affected by 

the option to tax.   

 

Proposal: 

1) To resolve to make an Option to Tax, 

2) To request the assistance of DCK Accounting Solutions in preparing the application, 

3) To authorise (in writing) the Clerk to sign all necessary documentation and 

4) To submit an application to HMRC to “opt to tax” at Burghfield Village Hall. 

 

 

 

 

 

 

 

 


