VAT and Food

Q. Is Food Zero Rated or Standard Rated (20%)?

Mostly Zero Rated.

Q. What type of food is not Zero Rated?

Any essential food is Zero Rated. Luxury items such as cakes, biscuits and sweets are Standard Rated.

Q. What about food for animals?

Food for animals that are fit for human consumption is Zero Rated. Otherwise it is Standard Rated.

Q. What about seeds and plants?

If the resulting foodstuff is consumable by Humans (e.g. Apple seed leading to Apple tree), it is Zero-rated. Otherwise standard rated.

Excepted items are not zero-rated but have VAT applied at 20%

1. Ice cream, ice-lollies, frozen yoghurt, water ices and similar frozen products, and prepared mixes and powders for making such products. 

2. Confectionary, not including cakes or biscuits other than biscuits wholly or partly covered with chocolate or with some product similar in taste and appearance. 

3. Beverages chargeable with any duty of excise specifically charged on spirits, beer, wine or made-wine and preparations thereof. 

4. Other beverages (including fruit juices and bottled waters) and syrups, concentrates, essences, powders, crystals or other products for the preparation of beverages. 

5. Any of the following when packaged for human consumption without further preparation, namely, potato crisps, potato sticks, potato puffs, and similar products made from the potato, or from potato flour, or from potato starch, and savoury food products obtained by the swelling of cereals or cereal products; and salted or roasted nuts other than nuts in shell. 

6. Pet foods, canned, packaged or prepared; packaged foods (not being pet foods) for birds other than poultry or game; and biscuits and meal for cats and dogs. 

7. Goods described in items 1, 2 and 3 of the general items which are canned, bottled, packaged or prepared for use: (a) in the domestic brewing of any beer; 

(b) in the domestic making of any cider or perry; 

(c) in the domestic production of any wine or made-wine. 

Items overriding the exceptions which would still be zero-rated 

1. Yoghurt unsuitable for immediate consumption when frozen ie fresh yoghurt
2. Drained cherries.ie not counted as confectionary 

3. Candied peels. . ie not counted as confectionary 
4. Tea, mate, herbal teas and similar products, and preparations and extracts thereof. ie not counted in the beverages exception 

5. Cocoa, coffee and chicory and other roasted coffee substitutes, and preparations and extracts thereof. ie not counted in the beverages exception
6. Milk and preparations and extracts thereof. 

7. Preparations and extracts of meat yeast or egg. 

Notes:

(1) ‘Food’ includes drink. 

(2) ‘Animal’ includes bird, fish, crustacean and mollusc. 

(3) A supply of anything in the course of catering includes: (a) any supply of it for consumption on the premises on which it is supplied; and 

(b) any supply of hot food for consumption off those premises;

and for the purpose of paragraph (b) above ‘hot food’ means food which, or any part of which – (i) has been heated for the purpose of enabling it to be consumed at a temperature above the ambient air temperature; and 

(ii) is at the time of the supply above that temperature. 

Catering

A supply of catering services is always VATable .The definition of take away food relates to whether the food is taken off the ‘premises’. There are separate definitions for premises but basically it relates to areas that are open to the public. For example the whole of a school is regarded as being on the same premises so there is no ‘ take away’ if the food is consumed anywhere within the school. For an outlet in somewhere like a shopping centre the food is take away as soon as you leave the outlet even if you are still within the shopping centre.

Odd facts on Food and VAT

A Jaffa cake is defined as a cake rather than a biscuit so is zero-rated. This was the subject of a court case. One of the factors used to decide that the jaffa cake is a cake is because it goes hard when it is stale whereas a biscuit will go soft. Marks and Spencer had a similar case regarding their tea cakes which are also defined as a cake and therefore zero rated

Some corn snacks such as tortilla chips are still zero rated because they are not covered in the exceptions list. Potato Crisps are excepted from the zero rating but corn crisps weren’t included . Things like Pringles, Monster Munch and Wotsits are swollen cereal snacks and are VATable.

Orange Juice is always VATable because of the beverage exception to the zero rating. 

A hot pie from a take away facility will always be VATable. However if the pie just happens to be hot because it has just been cooked but the intention is to sell it cold it can still be zero-rated.

If a sausage roll is sold cold from a takeaway it is zero-rated but if it had been heated in for example a microwave it is VATable 

If you purchase rabbit food in a prepared bag it would be VATable. If you scooped it yourself and put it in the bag it would be zero-rated. A rabbit is a ‘ borderline ‘ animal in that it could be a pet or possibly could be eaten so the food is only VATable if it is bagged.

Dogs are also ‘ borderline’ – not because they can be eaten but because they are working animals. Sheepdogs, police dogs, guard dogs, gun dogs, greyhounds and a pack of hounds’ are examples of dogs, which are not pets, and their food could be zero rated.

Grass seed is standard rated as it would be too expensive to feed to animals and would always be used for other purposes such as lawns. Other seeds are zero rated if used as feedstuffs for animals that aren’t pets such as chickens.

A live animal of a kind used as food which becomes infected with a disease that makes it unsuitable for use as food for human consumption, becomes standard-rated if it is sold. 

The full guidance can be accessed on HM Revenues and Customs website:

http://customs.hmrc.gov.uk/channelsPortalWebApp/channelsPortalWebApp.portal?_nfpb=true&_pageLabel=pageVAT_ShowContent&id=HMCE_CL_000118&propertyType=document
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