
EXCERPT FROM THE MINUTES OF THE

EXECUTIVE

HELD ON 2 JULY 2007


EX.173/07
VAT - PARTIAL EXEMPTION (Key Decision)

(Public and press excluded by virtue of Paragraph 3 of Part 1 of Schedule 12A of the Local Government Act 1972)

Portfolio - Finance and Performance Management

Subject Matter - The Director of Corporate Services submitted Report CORP.33/07 advising that the Council was limited by legislation in the amount of Value Added Tax it could recover (Input Tax) on services classed as exempt activities.  The limit was set at 5% of the total Input Tax reclaimed by the Council in any one financial year. If the Council exceeded this limit, it would loose the right to reclaim any of the Input Tax on its exempt activities. 

The Director advised that in 2007/08 and 2008/09, due to high levels of planned capital spending on exempt activities this limit would be breached unless the Council took action to correct the position.  If no action was taken, the Council would incur losses in 2007/08 and in 2008/09.

The Director outlined various options available to resolve this position and commented that the issue required swift action to be taken if the benefits from the options presented were to be achieved.  She recommended that the Executive proceed with the option to tax with a re-profiled Industrial Estate Capital Programme.

The Finance and Performance Management portfolio holder endorsed the Director's recommendation, emphasising that tenants would be written to and given an opportunity to feedback any concerns.  The Economic Development and Enterprise Portfolio Holder accepted the need to take action but emphasised the importance of giving tenants the opportunity to feedback concerns. The Leader stressed the importance of consultation with tenants before making any changes.

Summary of options rejected - Options 1 and 3 detailed in Private Report CORP.33/07.

DECISION

1. That the Executive agrees to opt to tax (i.e. charge VAT at 17.5%) on all of its commercial rents to take effect from the earliest possible opportunity, subject to writing to affected tenants to notify them of this intention and giving them an opportunity to feed back any concerns.

2. That the Executive agrees to reprofile the Council's Capital Programme for 2007/08 to minimise expenditure on exempt activities during 2007/08.

Reasons for Decision - To take action to ensure that the limit of Value Added Tax the Council could recover on services classed as exempt activities would not be breached.
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