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REPORT FOR EDLC BOARD  

Report Title: VAT implications of Grant Contribution by EDLCT to EDC for Huntershill and 
Kilmardinny House 

Contact Officer: Maeve Kilcoyne (0141 777 3147) 

Date: 15th February 2017 

Agenda Item No: 8 

Report No: EDLCT 60/17/MK 
 

 
 
1.0 PURPOSE  
 

The purpose of this report is to advise the board of the VAT implications with regards to 
EDLCT’s contribution to Huntershill and Kilmardinny. Capital projects affecting EDLCT 
are Huntershill, Allander Leisure Centre, Community Town Hubs, Kirkintilloch Town Hall, 
pavilions upgrades and sports pitches.  
 

 
2.0 CAPITAL CONTRIBUTION  
 

VAT incurred on capital works that are wholly attributable to non-business or taxable 
activities can be recovered by EDC in full. (Under Section 33 of the VAT act)  Where 
EDC receives a capital contribution from a third party (e.g. EDLCT) then this may be 
regarded as additional consideration for the lease and use of the sports facility.  
 
 

3.0 IRRECOVERABLE VAT 
 
if the payment was consideration for the rental of the property, an election to charge VAT 
on the contribution from EDLCT could be made by the Council, however, this would 
reduce the value of funding received by the Council and have an on-going affect on the 
VAT status of the building. If VAT was charged to EDLCT it could become an additional 
irrecoverable cost for EDLCT.  
 
 

4.0 RENTAL AGREEMENT 
 
The VAT anti-avoidance rules could also affect the Council’s VAT recovery position and 
this point would need to be considered if the Council wanted to charge VAT on any rental 
agreements. 
 
 
 

5.0 GRANT CONTRIBUTION 
 

EDLCT are making a grant to the Council and will not receive a specific or measurable 
supply from EDC for the payment. This arrangement should not affect EDC’s ability to 
recover the VAT incurred on these works assuming the peppercorn lease arrangement is 
in place.  Further, this should not affect the current irrecoverable VAT cost for EDLCT. 
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6.0 EVIDENCE   
 

To evidence this point  documentation should be retained to confirm the payment 
arrangement i.e. EDLCT writing to EDC to confirm it will make a grant in the form of a 
capital contribution. The council should then confirm its acceptance of the grant and that 
it will not supply anything in return for this payment. 
 
 

7.0 RECOMMENDATION 
 

It is recommended that the Board agrees that the payment to EDC is a grant towards the 
capital cost of Huntershill and Kilmardinny and that there is no expectation of a specific 
or measurable supply from EDC from the payment. Further, a letter should be sent from 
EDLCT to EDC outlining the grant payment. It is expected that EDC will confirm its 
acceptance of the grant and confirm it will not supply anything in return for this payment. 
 


