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1. INTRODUCTION TO VAT 

VAT is a direct tax on the supply of goods and services and was introduced in the UK 

on 1 April 1973, following Britain’s entry into the European Union (then Common 

Market). The principal legislation is the Value Added Tax Act 1994 although much of 

the detail is covered by Statutory Instruments. European Community law takes 

precedence if there are any inconsistencies with United Kingdom law. The legislation 

is continually tested before tribunals and superior courts and requires careful 

application to avoid assessments and penalties. 

This Handbook deals with the common rules and regulations relating to the wider 

application of VAT in the UK. Where there is any uncertainty, or where goods and/or 

services are either acquired from or despatched outside the UK, please contact the 

Corporate Accountancy VAT Section: 

   

 

Sarah Scott Senior Technical Accounting Officer 

 Tel:   01752 304432 

E-mail:   sarah.scott@plymouth.gov.uk 

 

or 

 

Corporate Accountancy  

 E-mail  CorporateAccountancy@plymouth.gov.uk 

 

    

 

 Corporate Accountancy 

Finance 

Ballard House Ground Floor West 

West Hoe Road 

Plymouth 
PL1 3BJ 

 

mailto:sarah.scott@plymouth.gov.uk
mailto:CorporateAccountancy@plymouth.gov.uk
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1.1 Why is VAT Important? 

It is important that correct VAT documentation is obtained from our suppliers, to 

enable the recovery of VAT, because this reduces the City Council’s costs which, in 

turn, lowers the level of Council Tax. 

VAT law requires the City Council to issue a VAT invoice, where a standard or 

reduced rated supply is made to another taxable person in the UK. (See Section 5 of 

this Handbook for details).  

HM Revenue & Customs has powers to impose penalties and interest if VAT is not 

accounted for correctly and/or the correct VAT documentation is not issued / 

obtained, as a result of not exercising reasonable care. 

1.2 What is VAT? 

VAT is a tax on the supply of goods or services. The general principle is that VAT is 

payable if the supplies are:-  

 made in the United Kingdom or the Isle of Man; 

 by a taxable person (this includes a local authority); 

 in the furtherance of business; 

 not specifically exempt or zero-rated. 

N.B. The distinction between business and non-business activities is important for local 

authorities. 

Non-business activities are outside the scope of VAT and are generally those where 

the services being supplied are provided under statute, or there is no significant 

distortion of competition with the private sector. Examples include primary /secondary 

school education, social care, licensing and planning. 

When considering VAT, the following questions apply:- 

(i) What is being supplied, i.e. is it a business or a non-business activity? 

(ii) To whom is the supply being made, is it to the person being charged?  

(iii) Is the charge to another department within PCC? 

This will assist in arriving at the correct VAT liability. If you have any doubts, please 

contact the VAT Section. 

1.3 VAT Definitions: 

INPUT TAX  This is the VAT included on invoices paid by the City Council, 

i.e. for goods and services received in by the Council. This VAT is then 

recovered from HM Revenue & Customs through the monthly VAT 

Return. 

OUTPUT TAX This is the VAT included on debtors’ accounts issued, or office 

cash received, by the City Council, i.e. for goods and services supplied 

by the Council. This VAT is then paid to HM Revenue & Customs 

through the monthly VAT Return. 

Section 33 of the VAT Act 1994 enables Plymouth City Council to recover Input Tax 

on most expenditure. 
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1.4 Commencement of VAT Liability - Tax Point 

The ‘Tax Point’ is the date on which the VAT charged must be brought into account, 

and is normally the earlier of either 

(i)  the receipt of a taxable payment, or 

(ii) the issue of a tax invoice. 

Wherever possible, invoices should show not only the date of the invoice, but also the 

date of the supply within the details area.  A VAT invoice must be issued within 2 

months of a taxable supply but, in practice, it should be issued promptly for cash flow 

purposes. 

Banking should be prompt and regular to ensure that VAT is accounted for in the 

correct tax period.  This is especially important near the end of the VAT Period, which 

is the last day of each calendar month. HM Revenue & Customs looks particularly at 

tax points and the late banking of cash can give rise to tax point errors and consequent 

interest or even penalties. 

1.5 VAT Assessments and Penalties 

 HM Revenue & Customs may issue Assessments and charge interest to correct 

errors in the way that VAT has been accounted for. 

 HM Revenue & Customs’ VAT Officers visit the City Council on a regular basis to 

examine the Council's records, documents and procedures. 

 HM Revenue & Customs’ officers have considerable powers and various penalties 

can be imposed if VAT is accounted for incorrectly. These penalties can be severe, 

as many local authorities have found. Such an event would be a serious matter for 

the Council, and could be financed only from departments’ budgets or at the 

expense of the level of services provided. 

 

IF YOU HAVE ANY CONCERNS ABOUT VAT THEN PLEASE 

CONTACT THE HELPLINE ON (30)4432. 
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2. PLYMOUTH CITY COUNCIL AS A VAT TRADER 

The City Council is a registered VAT trader in the same way as many businesses - 

VAT Registration Number GB 144 6758 45. 

Many bodies closely connected to the Council are separate entities for VAT purposes 

(and may have their own registrations). This means that VAT is payable and chargeable 

on transactions with them. 

2.1 Entities included within Plymouth City Council’s VAT Registration  

Transactions between entities included within Plymouth City Council’s VAT 

registration are not subject to VAT. VAT Code 9, (outside the scope), should be 

used for all such transactions. 

Examples are:- 

 Business Parks 

 City Libraries 

 City Market 

 City Museum & Art Gallery 

 Mount Edgcumbe Park 

 Plymouth schools (includes Community, Foundation, Voluntary Aided / 

Controlled, but not academies – please see Section 2.2 

 Plymouth Social Care centres 

 Sir John Hunt Community Sports College (Local Payments School) 

 

Note 

These rules may not apply where the goods and services are paid from private or 

“unofficial funds”, rather than from City Council budgets. If in doubt please contact the 

helpline on (30)4432. 

2.2 Separate Bodies for VAT Purposes 

The following are separate bodies for VAT purposes:- 

 Academy schools 

 Destination Plymouth 

 Devon & Cornwall Police & Crime Commissioner 

 Devon & Somerset Fire & Rescue Authority 

 Government departments 

 Health authorities / trusts 

 Other local authorities and their schools / establishments 

 Plymouth Citybus  

 Plymouth City Centre Company 

 Plymouth Community Homes  

 Plymouth Investment Partnerships Ltd 

 Plymouth Waterfront Partnership 

 Private individuals/visitors/firms 

 Sports clubs / associations 

 Tamar Bridge and Torpoint Ferry Joint Committee 

 Theatre Royal / Plymouth Pavilions 

 Universities/Colleges of Further Education 

 Voluntary Unofficial/Amenity Funds. 
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Charges to any of the above would be subject to the normal VAT liability. 

THIS LIST IS NOT EXHAUSTIVE – IF IN DOUBT PLEASE TELEPHONE 

THE HELPLINE ON (30)4432 

 

 2.3 Supply of Goods and Services between Local Authorities 

If goods and/or services are supplied between local authorities, VAT is to be charged 

in the normal way, unless specifically exempted, zero-rated, or identified as non-

business. 
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3. VAT RATES AND CODES 

The current rates for VAT purposes are:- 

   

 Current Rate PCC VAT 

Code 

WITHIN THE SCOPE OF VAT   

Standard rate 20% 1 

Standard rate (but a valid tax invoice not received) 20% 6 

Hospitality Reduced Rate for period 01/10/2021 – 

31/03/2022 

12.5% 4 

Reduced rate 5% 5 

Zero rate 0% 0 

Exempt - 8 

   

OUTSIDE THE SCOPE OF VAT   

Non-Business Supplies - 9 

Examples are shown in Appendix 1 (Expenditure) and Appendix 2 (Income). 

Note 

For Income through SIMS, different VAT codes apply 

For purchasing card payments see the Reviewers and Approvers Guides which are 

held on the Procurement SharePoint pages 

https://plymouthcc.sharepoint.com/sites/ToolsToDoMyJob/SitePages/Purchase-Card-Policy.aspx
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4. EXEMPT ACTIVITIES AND THE “DE MINIMIS LEVEL” 

If an activity is exempt, then no VAT is charged to those receiving the goods or services 

from the Council. Examples of exempt activities are commercial rents, community 

education and swimming lessons. In general, businesses cannot recover VAT incurred 

on expenditure relating to the provision of these services. 

For local authorities however, the adverse effect of this restriction is offset by the 5% 

"de minimis rule". This allows Plymouth City Council to recover VAT on expenditure 

relating to exempt activities, provided that this total does not exceed 5% of the total 

VAT incurred (i.e. VAT incurred in the provision of all the Council’s services). 

In addition, to reduce the level of taxable expenditure relating to exempt activities, the 

City Council can ‘opt to tax’ certain exempt activities relating to land and property. In 

other words it can ‘elect to waive the exemption’. This has the effect of reclassifying 

the activity as ‘taxable’ thus removing it from the ‘de minimis’ calculation. Please discuss 

this with the VAT Section. 

Breaching the ‘de minimis’ level would mean that none of the VAT incurred on exempt 

activities (in excess of £1 million per year) could be recovered and so this additional 

cost would fall on the City Council's budget and Council Tax payer. The VAT Section 

monitors this 5% de minimis level. 

[See Appendix 3, Recovery of VAT (Input Tax)].  

 

4.1 Capital Goods Scheme 

Since 1st April 1990 the Capital Goods Scheme has imposed an adjustment period on 

input tax for the following transactions:- 

 a computer, or an item of computer equipment with an individual VAT exclusive 

value of £50,000 or more; 

2 land and property transactions with a VAT exclusive value of £250,000 or more. 

This Scheme allows for VAT to be reclaimed in full under the normal rules. There is 

however a requirement for the computer equipment usage to be monitored over a 5 

year period, and land and property usage over a 10 year period. If a change of use takes 

place, during this time, an adjustment of input tax may be required. This has particular 
significance where any exempt activities are involved. 

 4.2 Change of Intention 

This applies to goods and services, purchased with the intention of making a supply in 

one VAT category, and subsequently used to make a supply in a different VAT category 

– e.g. taxable to exempt. HM Revenue & Customs has introduced special rules to deal 

with “changes of intention”. These rules cover situations where:- 

 Goods and services are purchased with the intention of making taxable, or non 

business supplies but, without fulfilling the original intention, exempt supplies are 

made; or 

 Goods and services are purchased with the intention of making exempt supplies 

but, without fulfilling this intention, taxable or non business supplies are made; and 

 The change occurs within the same tax year as the goods or services were acquired 
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If the change includes an exempt activity, this must be included within Plymouth City 

Council’s “de minimis” calculation. It is very important that any change of intention 

is first discussed with the VAT Section, to ensure that the Council’s 5% limit is 

not exceeded.  

This has become a complex area, any land deals/transactions and capital 

schemes should be referred to the VAT Section on (30)4432, at an early 

stage. 
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5. TAX INVOICES AND VAT RECEIPTS 

VAT Regulations require a VAT-registered trader, when charging VAT to another VAT-

registered body, to provide a VAT invoice when requested to do so. VAT is only recoverable by 

the City Council when the Council places the order, receives the supply and obtains a valid 

VAT invoice in the name of Plymouth City Council which it then pays out of its own funds. 

Currently, where an officer of the Council places the order and receives the supply on behalf 

of the Council, the VAT is recoverable. There are two types of invoice/receipt used for 

VAT purposes:- 

5.1 Less Detailed VAT Invoice (Including Till Rolls) 

Can be used by retailers where the value of the supply is £250 or less, (including VAT) 

and should include:-  

 Name & address of the supplier; 

 The supplier’s VAT registration number; 

 Tax point (date of supply); 

 Description of supply; 

 Total amount payable including VAT for each rate; 

5.2 VAT Invoice 

Used where the value of the supply exceeds £250, (including VAT) and must include:- 

 An identifying (invoice) number; 

 Tax point (date of supply); 

 Date of issue; 

 Supplier’s name, address and VAT registration no; 

 The name and address of the person to whom the goods or services are 

supplied. Where goods/services are supplied to the Council, then the invoice 

must include “Plymouth City Council”); 

 Description of goods or services; 

 For each description, the quantity, rate of VAT and amount payable excluding 

VAT; 

 Unit price (where the supply can be broken down  into countable elements); 

  Total amount payable excluding VAT; 

 The rate of any cash discount; 

 Each rate, and amount, of VAT chargeable (optional); 

 Total amount of VAT chargeable. 

 

If any of the above details are missing, the VAT may not be recoverable. If 

the amount of VAT shown on an invoice is incorrect, the document should 

not be changed manually. The supplier should be asked to issue a credit 

note and to raise a new invoice showing the correct amount of VAT. 

(Appendix 4 gives an example of a VAT Invoice). 
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5.3 Summary VAT Invoices 

In order to eliminate much of the paperwork associated with purchasing/credit card 

transactions some suppliers are able to transmit the invoice information directly to the 

card company/bank and are often referred to as “VAT enabled” suppliers. Where this 

is possible HM Revenue & Customs do not normally require the supplier to issue a 

separate VAT invoice to the City Council. 

The level of information provided is dependent upon the capability of the supplier’s 

accounting system: 

(a) Line Item Detail (LID) invoices. These provide detailed, itemised information on a line 

by line basis and are acceptable as evidence for VAT recovery. 

(b) Summary VAT invoices. If the suppliers system cannot transmit LID invoices, HMRC 

have agreed to accept a Summary VAT invoice provided by the card company/bank. 

The transaction must not exceed £5,000 and the report must contain the following 

information: 

 Value of the supply;  

 VAT amount charged; 

 VAT rate; 

 Time of supply; 

 Description of the goods; 

 Supplier’s name, address and VAT registration number; 

 Customer’s name and address, (this must include “Plymouth City 

Council”). 

If any of the above details are missing, or the value of a ‘single transaction’ exceeds 

£5,000 the supplier must issue a separate VAT invoice in the name of Plymouth City 

Council. 

Details of the VAT requirements relating to the use of purchasing cards Barclaycard 

Spend Management (BSM) system are included in the Guidance Notes which can be 

found on the Procurement SharePoint pages. 

5.4 Documents which are not Tax Invoices 

Plymouth City Council cannot recover VAT if any of the following words appear on 

the supplier’s document, even if all of the above requirements have been met:-   

 This is not a Tax Invoice; 

 Acknowledgement of Order; 

 Application Form; 

 Estimate; 

 Interim Certificate; 

 Order Form; 

 Payment Advice; 

 Payment Request; 

 Proforma; 

 Quotation; 

 Request for Payment.  

PCC VAT Code 6 should be used when processing payments on the basis of these 

documents and VAT will not be recovered until a valid VAT receipt has been received 

https://plymouthcc.sharepoint.com/sites/ToolsToDoMyJob/SitePages/Purchase-Card-Policy.aspx
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/obtained from the supplier. A request for a VAT receipt is automatically sent to the 

supplier at the time of payment. The VAT documentation will often be sent to the 

purchasing department – in this case, it should then be forwarded to the Creditors 

Section to enable recovery of the VAT. 

5.5 Invoices Raised by Plymouth City Council 

In the main, an Output Tax Invoice, raised by Plymouth City Council, will be produced 

by the Authority Financials debtors system and this is a valid tax invoice. If you need 

to provide a receipt for VAT purposes it should include:-  

 An Identification Number; 

 Plymouth City Council, and the departmental name and address; 

 PCC’s VAT Registration Number GB 144 6758 45; 

 Date of Supply; 

 Customer's Name and Address; 

 Quantity of Goods or Extent of Services Supplied; 

 Cost Excluding VAT; 

 Rate of VAT; 

 Net Value; 

 Total VAT Payable; 

 Full Total of the Invoice. 

5.6 Receipt of Cash 

If you receive cash before you raise an invoice, all the normal VAT rules apply, 

depending on the goods or services supplied. 

When paying in cash/cheques, please ensure that the ‘paying in voucher’ is completed 
in full. You should ensure that there is sufficient detail on any documentation to 

identify the nature of the supply and include the appropriate VAT code and contact 

details for further information. All supporting documentation must be retained in 

case it is required to respond to queries raised by HM Revenue & Customs.   
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6. LAND, PROPERTY AND LETTING 

The basic principle is that the grant of any interest in or right over land, or a licence to 

occupy land is exempt, (i.e. VAT code 8). A licence "to occupy" need not be in writing. 

In order to fall within the exemption, its primary purpose must be the occupation of 

land, rather than the use of facilities and it must relate to a clearly defined site and give 

a right to exclude others. An example is a right to occupy a room or office on terms 

falling short of a lease. 

Further examples of land and property transactions, and their VAT liabilities, include:- 

 A licence to "use" as opposed to occupy, is standard rated. An example is the 

provision of storage facilities. 

 The grant of the fee simple, (the freehold title), in a new or uncompleted building 

is standard rated, but this does not apply to dwellings. 

 The grant of facilities for parking a vehicle is standard rated. 

 The use of land for a market or car boot sale is exempt, with the option to tax. 

 The freehold sale of a garage or car park, which is at least three years old, is 

exempt, with the option to tax. 

 The letting of land for a travelling fair or circus and associated car parking is an 

exempt supply. 

 Moorings or storage of ships, boats or other vessels are standard rated. 

 A single letting of sports & physical recreation facilities for a period of less than 24 

hours is standard rated. Where the letting is for a continuous period of more than 

24 hours, or is for a series of 10 or more consecutive sessions, (i.e. with at least 

one day and not more than 14 days between each booked session), this is an 

exempt supply. Appendix 5 outlines the VAT liability on different types of letting. 

6.1 Composite Charge 

The lettings charge may include energy costs, administration, associated 

caretaking/cleaning costs, security, any hire of equipment incidental to the let, profit 

etc. These, together, may form a single (or composite) lettings charge, which may be 

exempt from VAT provided that none of the costs is itemised on the invoice. Where 

additional services are provided over and above those normally covered within the 
letting charge, then VAT must be applied to those additional services as appropriate. 

Land, property and lettings is a complex area, which may have a significant adverse 

effect on the Council’s budget and therefore if you deal with land, property, or lettings 

and are uncertain of the VAT position, please contact the VAT helpline on (30)4432. 

In the case of “a grant of an interest or right over land”, such as a sale or lease, the 

City can ‘waive the exemption’ or ;’opt to tax’. This means that input VAT relating to 

the site or property can be recovered and does not need to be set against the Council’s 

partial exemption ‘de minimis’ limit. (Please see Section 4 above.) It is for this reason 

that the Council normally insists on an “option to tax” clause being included in all lease 

and sale agreements. 

 

Please contact the VAT Helpline concerning any proposed land deals.   
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7. HOW TO CALCULATE VAT 

7.1 How to calculate the amount of VAT from a VAT-inclusive figure 

If VAT has to be calculated from a VAT-inclusive price you can multiply the amount by 

the relevant VAT fraction. For the current VAT rate of 20% this fraction is 1/6. (This 

is a simple form of the fraction 20 / 120). 

E.g. to calculate the VAT element for an invoice received with a gross total of £126.00:- 

The VAT element is £126.00  x  1 / 6    =  £21.00 

  The net amount is    £126.00  -  £21.00 =  £105.00 

Check                     £105.00 x 20%      =    £21.00 

The VAT fraction for the 5% rate of VAT is 1/21. 

The VAT fraction for the 12.5% rate of VAT is 1/9. 

The VAT fraction for the 17.5% rate of VAT is 7/47. 

The VAT fraction for the 15% rate of VAT is 3/23. 

 

7.2 How to calculate the net amount from the VAT only figure 

If you know the amount of VAT, the net figure can be calculated by multiplying the 

VAT by 100 and dividing by the rate of VAT.  

For example, to calculate the net amount if VAT at 20% is £21.00:- 

 

The net amount = £21.00 x 100   = £105.00 

                                                     20 

                                      

Check                  £105.00 x 20% = £21.00                             

 

Note 

 

(i) Retailers’ invoices for less than £250 (inclusive of VAT), may not show VAT 

separately. 

(ii) Where there are changes in the rate of VAT, and hence the corresponding VAT 
fraction, these will be notified to you by the Corporate Accountants -) VAT 

Section. 
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7.3 Invoices showing non-standard VAT rates 

Occasionally an invoice will show a composite VAT rate, (not 20%), where there is a 

combination of different VAT-rated supplies, e.g. 15.2% (for a package containing both 

books [zero rated] and a DVD [standard rated]). The taxable and non-taxable elements 

are calculated as follows:-    

                      £ 

             Goods    100.00 

             VAT at 13.5%     15.20 

             Total      115.20 

 

Divide the £15.20 by 20 and multiply by 100 = £76.00 

 

Subtract £76.00 from £100.00 = £24.00 

 

The certification slip should read:- 

         

     PCC               

  Net       VAT  VAT 

      £        £            Code 

Zero rated               24.00  0.00    0          

Standard rated           76.00      15.20    1 

Total                100.00       15.20 

 7.4 Calculating VAT on discounts 

If a discount is offered on condition that the customer pays within a specified time, the 

VAT is based on the discounted amount, even if the customer does not take up the 

offer*. If the terms allow the customer to pay by instalments, the tax value is based on 

the amount actually paid. 

* Please see example at Appendix 4 
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8. TRADE INS ETC/NETTING OFF 

If new goods are purchased and part payment is made by way of trade-in of existing 

goods, then two separate supplies take place for VAT purposes.  There is a supply of 

new goods from the supplier and a supply of existing goods by Plymouth City Council. 

Both parties must account for VAT on the separate full values of each of the supplies 

and netting-off must not be used. When a department/establishment trades-in goods, 

it must issue a debtors VAT invoice, which must be cross-referenced to the purchase. 

 

If a VAT invoice is received from a supplier and indicates that 'netting-off' has taken 

place, the invoice can either be returned for the issue of a correct VAT invoice or a 

VAT credit note may be issued by the supplier, suitably cross-referenced, to correct 

any situation where 'netting-off' has taken place. 

All such transactions should be properly documented. 

If you are in any doubt please contact the VAT helpline on (30)4432. 
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9. ADMISSION CHARGES/ SPORTS AND PHYSICAL RECREATION 

FACILITIES 

Admission charges are normally standard-rated and this includes admission by 

programme if this is no more than an elaborate ticket. Facilities included are theatres, 

swimming pools, fairs, dances, sports events, museums, galleries, parks, gardens, and 

historic houses. Eligible bodies, however, can opt to exempt admissions to museums, 

galleries, art exhibitions, zoos and theatrical, musical or choreographic performances.  

This status should be checked when processing payments for this type of supply. 

 

Sports and physical recreation facilities 

Subject to the exemptions set out below, the granting of facilities for playing or 

participating in sport or physical recreation is standard rated. 

 

Exemptions 

(i) The charge for such facilities is exempt if the letting is for more than 24 hours, or 

there is a series of at least 10 lettings to the same person, (which must be a school, 

club or constituent association, e.g. a local badminton or football club). They must 

have exclusive use of the facility during each session. The charge must be based on 

the whole series and there must be a written agreement covering the lettings. The 

facility may be limited to an individual court, lane or pitch within the sports 

complex; 

(ii) The hire of general-purpose halls, which contain no sports facilities other than floor 

markings; 

(iii) The hire of sports facilities for non-sporting purposes. 

The provision of changing rooms, floodlighting and similar services within the letting of 

the facilities are incidental to the main supply. They follow the same VAT liability as 

the main letting, even if these items are itemised separately on the invoice. The right 

of access to bar facilities, provision of cloakroom attendants or lifeguards is a separate 

standard rated supply, in addition to the letting. VAT must be separately accounted for 

on the charges relating to these extra services. 

Appendix 5 outlines the VAT liability of different types of lettings.  

 

If in doubt please telephone the VAT helpline on (30)4432.  
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10. PARTNERSHIP PROGRAMMES 

 

It is becoming increasingly common for services to be delivered through partnership 

working arrangements. Membership often includes the City Council, other local 

authorities, the police, NHS trusts, doctors, parents, local businesses, charities, 

community groups etc.  Examples include educational schemes, crime and disorder 

and regeneration initiatives. Whilst each member is working together to achieve a 

single aim, it is essential that the structure of the partnership be considered. This will 

allow for the VAT status of supplies made and received by the Partnership to be 

identified. It should not be automatically assumed that VAT would be fully 

recoverable by any or all of the membership organisations. If any of the individual 

partners is not able to recover VAT, this will result in additional costs and the non-

recoverable VAT elements should be included within any grant funding applications. 

The City Council may also have to charge VAT on any supplies it makes to other 

external bodies within the partnership programme. 

 

If you are likely to be involved with any partnership programmes, please 

discuss this first with the VAT helpline on (30)4432. 

 

11. TRANSFORMATION & CHANGE   

 

Where changes to financial working practices are being proposed, it is important to 

consult with the VAT Section so that any potential problems in connection with 

accounting for VAT can be considered at an early stage.  

 

Where new income streams are being developed it is important that the VAT 

position is considered to ensure that the correct VAT treatment is applied and VAT 

charged if necessary. 



 

REVIEW DATE: February 2022 

 

OFFICIAL 

APPENDIX 1 

EXPENDITURE - ALPHABETICAL LIST OF VAT LIABILITY 

If an invoice/till receipt is not obtained, or if it does not include the requirements as 

set out in Chapter 5, then please use VAT code 9, irrespective of the type of supply. 

However you should make all reasonable efforts to obtain a proper VAT invoice as 

failure to do so may result in an additional cost to the Council.  

N.B. Some supermarket till receipts, e.g. Morrisons, Sainsburys and Tesco, indicate 

Vatable items with a symbol where relevant.  

For non-VAT Registered suppliers, please use VAT Code 9 

         

TYPE OF EXPENDITURE PCC VAT CODE 

Admission to Concerts / Theatres  / Zoos / Museums / 

Galleries (includes Admission by Programme)    Cultural 

exemption might apply - be guided by invoice 

1/8 

 

Admissions to Sports Facilities / Sporting Events 1 

Advertising  1 

Attendance Allowance 9 

Bank Charges 8 

Barbecue Fuels 5 

Batteries 1 

Bedding, linen and household textiles 1 

Book Tokens 9 

Books 0 

Building Repairs 1 

Bus Fares 0 

Car Parking Charges  

- Off Street 1 

      - On Street 9 

Car Seats (children’s) 5 

CDs / DVDs etc. 1 
Charity Shop purchases – donated goods 0 

Charity Shop purchases – new goods (e.g. greetings 

cards) 1 

Cleaning materials 1 

Clothing and Footwear  

                           - Adults 1 

                           - Children’s 0 

                           - Protective (BSI Standard) 0 

                           - Uniforms 1 

Compensation/Insurance Claims 9 

Computer supplies – includes consumables, hardware & 

software 1 

Cooking Equipment and Utensils 1 

Council Tax/NNDR 9 

Course/Conference Fees – depends on status of supplier 

– be guided by invoice 8/1 
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TYPE OF EXPENDITURE PCC VAT CODE 

CRB fees 9 

Crockery & Cutlery 1 

Data Protection Act Registration Renewal 9 

Deposit – Refundable 9 

DIY Goods 1 

Donations to Charity 9 

Electrical Goods, (including Audio Visual Equipment) 1 

Electricity (be guided by invoice) 5/1 

Entertainment/hospitality – non business activity 1/4/5 

Entertainment/ hospitality – business activity 9 

Examination fees 8 

Eye tests 8 

Fax Charges 1 

Fertilisers 1 

Fire Extinguishers 1 

Flowers (cut / dried flowers & flower seeds) 1 

Food Items (i.e.)  

           - Biscuits/Cakes 0 

           - Bread/Cereals 0 

           - Chocolate Biscuits 1 

           - Confectionery, Sweets 1 

           - Cooking Ingredients 0 

           - Crisps, etc. 1 

           - Dairy – Milk, Cheese, Eggs, Yoghurt 0 

           - Drinks – coffee granules, tea bags etc. 0 

           - Fruit/ Vegetables 0 

           - Meat 0 
           - Soft Drinks including fruit juice & bottled water 1 

           - Takeaway Food  

                - Cold 0 

                - Hot 1 

           - Tea and Coffee (not prepared) 0 

Fuel and Power – domestic usage level 5 

Furniture and Fittings (including repairs) 1 

Games & toys 1 

Gas, including bottled, (be guided by invoice) 1/5 

Gift wrap & greetings cards 1 

Gifts for staff (VAT is recoverable) 1 

Gift Vouchers 9 

Guest House/B & B Accommodation 1 

Heating Oil (including paraffin and Kerosene) 5 

Hire of Cars, Taxis and Minibuses (less than 10 seats) 1 
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TYPE OF EXPENDITURE PCC VAT CODE 

Hire of Bus, Coach or Minibus  

                 - No Driver (irrespective of vehicle size) 1 

                 - With Driver (less than 10 seats) 1 

                 - With Driver (10 seats or more) 0 

Hospitality / entertainment – non business activity 1/4/5 

Hospitality / entertainment – business activity 9 

Hotel Accommodation 1/4/5 

Insecticides / pesticides 1 

Insurance premium (including insurance premium tax)  

NB Insurance Premium Tax not recoverable 8 

Laundry and Linen Hire  1 

Landscaping 1 

Licences, e.g. Public Entertainment, TV, Road Fund  9 

Light Bulbs/Tubes and Fittings 1 

Magazines/Journals etc. 0 

Manures, Fertilisers and Insecticides 1 

Maps 0 

Meals in restaurants 1 

Medical Requisites, e.g. First Aid Items, Bandages 1 

Medicines (Prescribed) 0 

Mobile Phone top up 1 

MOT fees 9 

Newspapers, Periodicals, Magazines and Journals 0 

Office Equipment 1 

Oil (including paraffin & kerosene) (be guided by 

      invoice) 1/5 

Ornamental Trees, Shrubs and Plants 1 
Paint 1 

Paper Towels/Kitchen Towels 1 

Penalty Charge for Late Payment of Invoice 9 

Petrol 1 

Phone Cards  

               -  If Monetary Value 9 

               -  If No of Units 1 

Photocopying 1 

Photograph Albums 1 

Photographs, Development and Printing 1 

Postage Stamps 8 

Postcards 1 

Printing (VAT liability depends on the printed matter) 0/1 

               -  If Monetary Value 9 

               -  If No of Units 1 

Prizes (be guided by invoice)  

e.g. Books 0 

      Vouchers 9 

       Badges / trophies etc. 1 
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TYPE OF EXPENDITURE PCC VAT CODE 

Refuse Collection  

                       - PCC Trade refuse section 9 

                       - Outside bodies 1 

Rent – commercial property – usually 8 

            -  if landlord has opted to tax 1 

Repairs & maintenance 1 

Retirement gift for staff (VAT is recoverable) 1 

Room Hire – usually 8 

                 - if landlord has opted to tax 1 

Seeds (flowers, ornamental shrubs etc.) 1 

Seeds (vegetables, herbs etc.) 0 

Sheet music / printed music  0 

Skip hire  

            - PCC Street services 9 

            - Outside Bodies 1 

Stationery/Equipment 1 

Subscription (be guided by invoice) 1/8 

Subscription to AA/RAC (be guided by invoice) 1/0/8 

Subsistence Allowances (be guided by invoice) 1/9 

Swimming:  

          - Lessons 8 

          - Recreational  1 

Taxi Fares (be guided by documentation as many drivers 

work on a self-employed basis and are not VAT-

registered 1 

Telephone Charges/Cards 1 

Toiletries 1 
Toll Charges – Tamar Bridge 9 

                      - others e.g. Severn Bridge (but check) 1 

Tools and DIY Supplies 1 

Toys and Games 1 

Travel by Bus, Ferry, Plane or Train 0 

Trees, shrubs and plants  

                       - ornamental 1 

                       - others 0 

Tuition fees (be guided by invoice) 8/1 

TV Licence fee 9 

Vehicle Charges  

    Petrol, diesel, oil 1 

    Tyres & motor parts 1 

    Road Fund licence 9 

    Driving Licences 9 

Insurance premiums, (including insurance premium 

tax) 8 

    Repairs 1 

    MOT Fees 9 
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TYPE OF EXPENDITURE PCC VAT CODE 

Water Rates, (including Metered Supplies) 0 

Window Cleaning (be guided by invoice) 1/9 

Wines and Spirits 1 

Women’s sanitary products 5 
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THIS LIST IS NOT EXHAUSTIVE – IF IN DOUBT PLEASE CONTACT 

THE HELPLINE ON (30)4432 
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INCOME - ALPHABETICAL LIST OF VAT LIABILITY 

 

SOURCE OF INCOME PCC VAT CODE 

Admission Charges 1 

- Charges for workshops, etc., providing instruction, or 

including educational content 8 

Advertising:-  

-      by individual or company in PCC publication 1 

-      by a registered charity in PCC publication, 

       for promoting their aims and objectives 

       (Inc. Fund Raising) – Eligibility certificate required 0 

-      acknowledgement of donation in brochure 9 

Advice – provision of advise 1 

Books – sale or hire of 0 

Car Boot Sales – rent for pitch 8 

Catering 1 

Composting bins, sale of 1 

Course Fees 8 

Crèche facilities 

   (Registered under Children's Act) 8 

Donations  

         - with a benefit to donor 1 

         - with no benefit to donor 9 

Excess mileage charges 1 

Fund Raising (donation from) 9 

Grants – no benefit / supply, e.g. claim for funding 9 

Hire of bus, coach or minibus  

          - No Driver (irrespective of vehicle size) 1 

          - With Driver (less than 10 seats) 1 
          - With Driver (10 seats or more) 0 

Hire of equipment 1 

Insurance claims 9 

Interest, e.g. from bank  8 

Lettings: (See Section 6 Land, Property & Lettings)  

        - Room hire (depends on ‘option to tax’ 8/1 

       -  Sports facility (may be exempt for series of lets) 8/1 

Membership fees: 

       - including instruction 

       - no instruction provided within the fees 

Apportionment of Fee may be necessary 

                 8 

1 

 

Partnership arrangements funding: 

    - Where there is no supply of services to the donor 

    - If there is a supply of goods or services in return 

This is often a complex area so please seek guidance 

9 

1 

 

Photocopier charges (e.g. from private use) 1 

Playscheme fees 1 

Postages- Sale of Stamps 8 

            - Charges for use of franking machine 1 

Printing of leaflets/handbills 0 
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SOURCE OF INCOME PCC VAT CODE 

Printing (internal) 9 

       APPENDIX 2 CONTINUED 

 

SOURCE OF INCOME PCC VAT CODE 

Private telephone calls / use of mobile phone 1 

Recycling Income, e.g. waste paper 1 

Salary/Staffing recharges 

Note: in certain circumstances this could be outside the 

scope of VAT depending on the activities/arrangements 

so please contact the VAT helpline below    

1 

 

 

Sale of Scrap/Obsolete Furniture/Equipment 1 

Social trips & events 1 

Sponsorship 1/9 

Subscription fees (VAT liability depends on what 

            member receives in return for fee) 

- If educational / instructional in content 

- Otherwise 

   (Apportionment may be necessary) 

8 

1 

 

Vending Machines 1 

Water Recharges 

- To Council departments 

- To energy, water suppliers, industrial / 

manufacturing and construction users 

- To all other users 

 

9 

1 

 

0 

Women’s sanitary products 5 

 

THIS LIST IS NOT EXHAUSTIVE – IF IN DOUBT PLEASE CONTACT 

THE HELPLINE ON (30)4432 
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                           RECOVERY OF VAT (INPUT TAX) 

 
 

 

 

                                                                                                                                                      
                

 

         No                                                                                                      Yes 

                                                                      

  

 

                 
                                                                No                                                                         

 

                                                                                               

 

 

 
               Yes 

                                                                                                            

                                                              

                                                                                                                                    

                                                                                                                                                                

                                                         

 

                                                                                                                                               

                                                      

  

                                                                                                 

 

                 No           Yes  

                   

  

                                              

   

                   
                                                               No         Yes 

              

 

 

                                                      

         

       

       

 

 

 

 

 

         

 

 

Did Plymouth City Council place the order for 

the goods and/or services with the supplier? 

The correct VAT 

documentation 

should be requested 

from the supplier 

VAT is 

irrecoverable, 

use PCC VAT 

Code 9 

 

Has the correct VAT documentation 

been received, addressed in the name 

of “Plymouth City Council”? 

The VAT is recoverable, use  

PCC VAT Code 1.  

However, as the VAT (input tax) relates to an 

exempt activity it must be included within the 

Council’s annual partial exemption calculation 

and is only recoverable provided the 5% de 

minimis limit has not been exceeded. 

Are the goods/services to 

be used for an activity 

where the income to the 

Council is exempt of VAT 

(PCC VAT Code 8)? 

VAT is fully 

recoverable, 

use PCC VAT 

Code 1 
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                                 APPENDIX 4 

 

EXAMPLE OF A VAT INVOICE 

 

Sales Invoice No.174  (a) 

 

From :  ABC Stationers (UK)  Ltd  (d) 

First Street, Plymouth, PL1 1AA. 

 

To:     Plymouth City Council,  (e)  

           Finance Dept, Ballard House, 

           Plymouth, PL1 3BJ. 

 

Sale 

 

 

 

VAT Registration No  

GB 123 4567 89 (d) 

 

 

 

Date of issue 20.01.11 (c) 

 

Tax Point      18.01.11 (b) 

 

Quantity Description Unit 

Price 

VAT Rate Amount 

exclusive of 

VAT 

  £ % £ 

6      (g) 
Boxes of envelopes 

(f) 
25.20 (h) 20% (g) 151.20  (g) 

4      (g) Packs of pens(f) 23.60 (h) 20% (g)   94.40  (g) 

6      (g) Boxes of staples (f) 15.55 (h) 20% (k) (g) 
  93.30  (g) 

 

    338.90  (g) 

 
Delivery (Strictly 

Net) 
 20% (k) (g) 

    9.00  (g) 

 

 Sub-total    347.90 (i) 

 

             

(j) 

Terms Cash discount 

of 5% if paid within 

30 days  

  
  

- 17.40  

 

VAT 
   

  66.10 (l) 

Total                                              396.60 

VAT Analysis –   

20.0%       (k)                

0.0% 

 

£66.10 

£0.00 

 

(a) Identifying (invoice) number;       (b) Tax point (date of supply) 

(c) Date of issue         (d) Supplier’s Name & address 

(e) Name & address of customer        (f) Description of goods 

(g) Quantity, rate of VAT, total goods excluding VAT 

(h) Unit price                     (i) Total amount excluding VAT 

(j) Rate of any cash discount                  (k) Each rate & VAT amount 

(l) Total amount of VAT chargeable 
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APPENDIX 5 

VAT LIABILITY OF DIFFERENT TYPES OF LETTINGS 

 

 

 

 

                                                                                                                                                      
              No                                                                                                                Yes  

                                                                      
  
                                              

 
                 

                                                                                                                                                           
            

        No                                     

                                                                                                                                       

                                      Yes                        No                                                                Yes 

  

  

                                                        

                                                             

                                                                                                                                    

        No                                                                                                                                                          

                                                         

                                                                                                                   

Yes                                                                                                                                     

                                                      

                                        

                                                         
                   Yes No 
                                                   
        No 

                                              

                                                 

        

         

                                                        

                   Yes       

 

    

 
                                                      

         

         

            

            

            

            

            

            

            

            

       

Does the letting relate to sporting 

facilities? 

Is the letting for the 

purpose of car 

parking? 

Is the facility to be used 

for a sporting purpose? 

Is the letting for the 

purpose of pitches 

for tents or 

caravans? 

Is the letting for the 

purpose of hotel-

type 

accommodation? 

VAT 

Exempt. 

Use VAT 

code 8 

 

 

Is the let for a continuous period 

of more than 24 hours, or for a 

series of 10 or more lets? 

The series may be VAT exempt if  

each session is for the same activity and in the 

same place, with at least 1 day and not more 

than 14 days between each session. 

VAT 

Exempt. 

Use VAT 

code 8 

 

Has PCC opted to 

tax the site? If in 

doubt please 

telephone the VAT 

Helpdesk on 

(30)4432 

VAT is 

chargeable. 

Use VAT 

code 1 

VAT is chargeable. 

Use PCC  

VAT code 1 
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                         APPENDIX 6 

EXEMPT SUPPLIES 

The following are supplies which are specifically exempt from VAT, i.e. no VAT is charged, 

by virtue of Schedule 9 of the VAT Act 1994:- 

 

Group Title 

1 Land 

2 Insurance 

3 Postal services 

4 Betting, gaming and lotteries 

5 Finance 

6 Education 

7 Health and Welfare 

8 Burial and cremation 

9 Trade Unions and professional bodies 

10 Sport, sports competitions and physical education 

11 Works of art, etc. 

12 Fundraising events by charities and other qualifying bodies 

13 Cultural services 

 

It should be noted that the above are a reproduction of the general headings, detailed within 

the Act. They should not be viewed as an exhaustive list, as there may not be a blanket 

exemption to all supplies fitting within the general description given in the heading; most of 

the supplies which are eligible to be exempted from VAT have to fulfil certain criteria.  

If in doubt please discuss it with the helpdesk on (30)4432. 
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ZERO RATED SUPPLIES 

Zero rate supplies are taxable supplies that are charged at a tax rate of 0%. They are 

described in Schedule 8 of the VAT Act 1994, as follows:- 

 

Group Title 

1 Food 

2 Sewerage services and water 

3 Books, etc. 

4 Talking books for the blind and handicapped, and wireless sets for 

the blind 

5 Construction of buildings, etc. 

6 Protected buildings 

7 International services 

8 Transport 

9 Caravans and houseboats 

10 Gold 

11 Bank notes 

12 Drugs, medicines, aids for the handicapped, etc. 

13 Imports, exports, etc. 

14 Tax-free shops 

15 Charities 

16 Clothing and footwear (young persons) 

 

It should be noted that the above are a reproduction of the general headings within Schedule 

8. They should not be viewed as an exhaustive list, as there may not be a blanket relief for 

all supplies which may fit within the general description given in the heading; most of the 

supplies which have a zero rate of VAT have to fulfil certain criteria.  

 

If in doubt please discuss it with the helpdesk on (30)4432. 
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EXAMPLES OF NON BUSINESS SUPPLIES 

They are usually provided under a statutory obligation and made other than in the 

course or furtherance of business. The provision of these supplies must not lead to a 

significant distortion of competition. It should be noted that non-business supplies do 

not necessarily have to be made otherwise than for profit. Examples of non business 

supplies include:- 

 Allotments; 

 Domestic Refuse Collection; 

 Highways; 

 Loan of Books from Library; 

 On Street Car Parking; 

 Planning Application Fees; 

 Primary and Secondary Education; 

 Provision & Maintenance of Cemeteries. 
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APPENDIX 9 

VAT LIABILITY OF SPONSORSHIP AND DONATIONS 
 

 

 

 

 

                  

             Yes  No 

 

 

 

 

                                                                                                                             

                                                                                                                                                                       

   

     Yes    No  

 

 

 

 

 

                                                                    

 

 

 

                   Yes            

No 

                                           

 

                                    

 

     

                                 Yes   No 

You have received money from someone. 

Is it a payment for a supply of goods or services? 

Does the donor receive any benefit from 

Plymouth City Council in return for the 

payment? 
You have 

probably made a 

business supply 

The money should 

not be described 

as a donation 

Does the 

benefit 

amount to a 

supply of 

goods or 

services to 

the donor? 

You may have 

made a supply of 

advertising 

Do you, in any way, 

promote the donor’s 

business or products?  

You may need to account for VAT. 

If in doubt please telephone the VAT 

Helpdesk on (30)4432 

The money is not a consideration but is a donation and 

outside the scope of VAT. 

Use VAT code 9 
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PURCHASES MADE WITH DONATED FUNDS 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 
 

 

 

 

 

FUND 

RAISING 

DONATION TO 

THE COUNCIL 

PCC ORDERS 

AND PAYS FOR 

GOODS 

May be carried 

out by a non-

PCC body, 

e.g. community 

group  

Pay into 

PCC’s 

General 

Account and 

identify as a 

“donation” in 

the ledger 

Place PCC 

order with 

supplier 

Ensure 

activities do 

not cause VAT 

registration 

threshold to be 

exceeded. If in 

doubt please 

telephone the 

VAT Helpdesk 

on (30)4432 

This is 

outside the 

scope and you 

do not need 

to account for 

VAT on 

receipt of the 

income. I.e. 

use VAT code 

9 

Ensure invoice 

made out to  

PCC 

establishment 

Pass money 

to PCC – do 

not purchase 

goods and 

pass the 

invoice to 

PCC 

Check it is a 

“donation” – 

see flowchart at 

appendix 9 

“Sponsorship 

and Donations”  

Pay for 

goods with 

PCC cheque 

Ensure 

transaction is 

recorded in 

PCC’s accounts, 

with VAT 

shown 

separately, i.e. 

reclaimed. Use 

VAT code 1 

USED FOR PCC 

PURPOSE 

Use goods for 

PCC’s purposes 

Any use of 

goods by 

donor may 

mean partial 

repayment of 

VAT to 

Customs 

Goods 

remain 

property of 

PCC 

If sold or 

disposed of 

you may need 

to account for 

output tax. 

Please check 

with VAT 

Helpdesk on 

(30)4432 



 

 

Review date October 2021  Page 37 of 38 

 

 

OFFICIAL 

                                APPENDIX 11 

VAT RECORD RETENTION REQUIREMENTS 

 

Locally held VAT and other finance documents must be kept as per the following periods:- 

 

RECORD (In addition to Current 

year) 

Annual accounts Indefinitely 

Bank paying-in books 5 Years 

Bank statements and paying-in books/slips 5 Years 

Books of account generally 5 Years 

Cash books and other books of account 5 Years 

Computer accounting tabulations 5 Years 

Computer software accounting records – back up disks 5 Years 

Contractors’ final accounts 5 Years 
Contracts under seal 11 Years 

Debtors accounts (records non-current) 2 Years 

Details of debit or credit notes issued or received 5 Years 

Expenditure records generally 2 Years 

Expenditure vouchers 2 Years 

Import and export documents 2 Years 

Income records generally 2 Years 

Income registers and copy invoices 2 Years 

Inventory records (after disposal) 5 Years 

Order books and delivery notes 2 Years 

Paid cheques and cheque book counterfoils 5 Years 

Periodic income records 2 Years 

Petty cash books and copy claim forms 2 Years 

Purchases invoices (creditors) 5 Years 

Rail warrants and bus tickets etc. 2 Years 

Receipt books 2 Years 

Record of receipt books issued 2 Years 

Relevant business correspondence 2 Years 

Rent registers Indefinitely 

Sales records 2 Years 

Till rolls and other daily taking records 2 Years 

VAT account details 5 Years 
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FINALLY IF THIS HANDBOOK HAS  

FAILED TO ANSWER YOUR QUERY 

OR YOU HAVE COMMENTS OR 

SUGGESTIONS FOR FUTURE EDITIONS 

PLEASE CONTACT THE VAT SECTION 

ON 01752 (30)4432 

    


