SHERFIELD-ON-LODDON PARISH COUNCIL

PO Box 6862

Basingstoke

Hants

RG24 4Qz
www.sherfieldonloddon-pc.gov.uk

27" September 2025

Fol Request for correspondence with HMRC, PS Tax and The Parkinson Partnership

In your letter of 5™ September, you have requested copies of all correspondence received
from or sent to the three named organisations. The request relates to legal advice sought by
the Parish Council following the recommendation of the Projects Working Group that VAT was
not payable on the cost of constructing a new extension to the village hall, for which the
trustees had sought CIL funding from the Parish Council.

The Parish Council sought legal advice on the VAT status of the project as part of its due
diligence duty. It is a legal requirement on public authorities to ensure that they comply with
all legal obligations in financial matters, and a failure to do so would leave them open to
challenge from their auditors. Financial Regulations for Parish Council set out such duties.

In doing so, authorities will often seek legal advice. In this particular case the authority sought
legal advice from two legal advisers and HMRC to ensure that it was correctly interpreting
the VAT requirements. In all cases, it was confirmed that, despite the claim that VAT was not
payable, the advice given was that, in these circumstances, VAT was payable.

It is also the duty of the Parish Council to be open and transparent, and consequently, the
substantive information in respect of VAT from both The Parkinson Partnership and PS Tax was
quoted in the minutes of the Extraordinary Meeting of 25" May 2025 and The substantive
information in respect of this matter has therefore been made public; it is in the public domain.

Your request, however, is for all discussions in correspondence, written notes or other
recorded information relating to the Parish Council seeking legal advice. | have carefully
considered this request, to establish where the public interest lies. It is possible (indeed, likely)
that at some later date the Parish Council may need to revisit the advice, and the
correspondence, if a similar request for funding is received. In most circumstances, legal
advice is protected by legal professional privilege, and the Parish Council would have been
justified in simply reporting at the meeting on 25" May 2025 that VAT was payable, without
quoting the information which was relevant to that particular decision. In the interests of
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transparency, we chose to quote the relevant content of the advice, so that the view of our
legal advisers was clear.

It is our view that the remainder of the correspondence with the Parish Council’s legal advisers,
because of legal professional privilege, should be exempt from provision, as this
correspondence, supplied confidentially, is likely to be used in future to guide our decisions.
Detailed legal advice on VAT provisions can be provided to the trustees of the village hall by
your own legal advisers or tax advisers if you consider the advice the Parish Council has
received is incorrect in any form. We are therefore refusing the request for correspondence
with The Parkinson Partnership and PS Tax under the provisions of Section 42 of the Freedom
of Information Act 2000, and a copy of the exemption is given below.

However, | note that you have also requested HMRC's correspondence on this issue. HMRC
provided a basic breakdown of the case law definition of the application of VAT as applied to
the building of an ‘annexe’, or an ‘extension’ to a building. | find that this information is likely in
any case to be in the public domain, and | have therefore included a copy of the brief from
HMRC provided to the Parish Council on 21t July 2025. | believe this will also answer the
questions the Trustees raised in respect of VAT Notice 708.

42 Legal professional privilege.

(1) Information in respect of which a claim to legal professional privilege or,
in Scotland, to confidentiality of communications could be maintained in
legal proceedings is exempt information.

(2) The duty to confirm or deny does not arise if, or to the extent that,
compliance with section 1(1)(a) would involve the disclosure of any
information (whether or not already recorded) in respect of which such a
claim could be maintained in legal proceedings.

Yours Sincerely

Karen Ross
Clerk
Sherfield On Loddon Parish Council
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To <assistantclerk@sherfieldonloddon-pc.gov.uk>

Date 2025-07-21 11:25

Hannah Ford

Sherfield on Loddon Parish Council

Date 21/07/2025

RE: VAT Query

Good morning Hannah

Thank you for your email.

As you may be aware Group 5, Schedule 8 of the VAT Act 1994 provides VAT relief on the construction of a
building which is to be used by a charity solely for a relevant charitable purpose.

Note (6) to Group 5 defines ‘relevant charitable purpose’ as use by a charity either —
a) otherwise than in the course or furtherance of business, or

b) as a village hall or similar.

However note 16(b) to Group 5 excludes the enlargement or extension of an existing building from the VAT
relief. Note 16(c) further excludes the construction of an annexe from the VAT relief, except in
circumstances where the annexe meets the conditions set out in Note 17. These conditions are —

1. An ‘annexe’ is constructed, rather than an ‘extension’ or ‘enlargement’.

2. The whole annexe, or a part of it, is intended for use solely for a ‘relevant charitable purpose’.
3. The annexe 1s capable of functioning independently from the existing building.

4. The annexe and the existing building each has its own independent main access.

Before considering whether or not a proposed annexe meets these conditions to qualify for VAT relief, it must
first be established whether or not the structure is indeed an annexe, rather than an enlargement or extension.

The VAT legislation does not provide a definition of ‘annexe’. The issue has consequently been examined by
the courts and the interpretation established by case law. Whether or not a structure can be considered an



annexe for the purpose of the VAT relief depends on both its physical and functional integration with the
existing building to which 1t is linked. An annexe has some association with an existing building but is used
for a purpose that is distinct from the existing facility.

There is often no practical need to integrate physically the two structures to any great extent. Where a
development has the effect of making a building bigger to create additional space to carry out the activities of
the building it is more likely to be an enlargement or extension rather than an annexe.

Therefore, from the information you have provided, I consider that the new building is an extension to an
existing one, and not an annexe, which will not qualify for zero rated VAT as it isn’t used for solely relevant
charitable purpose (RCP) as explained in VAT Notice 708 Buildings and construction (VAT Notice 708)_-
GOV.UK

The cost of construction the store room and boiler room will be subject to VAT at the standard rate.
I hope this helps with your query

Regards

VAT Team

Charities, Savings & International 2
HM Revenue & Customs
BX9 1BU

www.gov.uk/hmre
Tel No. 0300 123 1073

Fax No. 03000 547386

Our office hours are between 8.30am - 5.00pm Monday to Friday
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