6th August, 2020

Vending is included in VAT Reduction - IMPORTANT UPDATE!
Dear AVA member,
You will have hopefully seen our recent Newsletter about the AVA gaining
agreement that Vending is included in the VAT reduction. As mentioned, with other
AVA members, we have also been seeking further clarification on which products
are included in this reduction.
Thankfully, one AVA member has received a specific ruling from an HMRC
Technician which they are prepared to share!
The good news is that all refreshment vending product ranges are covered: Hot &
Cold Drinks, Confectionery, Snacks and Food – if they are consumed within a
‘Canteen Area’. Not just Hot & Cold Drinks and Food as we were originally told.
The agreement refers to the 2007 ruling about VAT and Zero rated product which
you probably already allow for within your business. The attached pack of
documents will help you in deciding how and when you manage this discount.
All in all – this will no doubt be a logistical challenge for many of you, but rewarding
in the long run.
As always I must emphasise – this is merely guidance. You must refer to your own
accountants / financial advisors on how this applies to your company and financial
reporting.
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AVA Newsletter: 14th July, 2020

The government made an announcement on 8 July 2020 allowing VAT registered
businesses to apply a temporary 5% reduced rate of VAT to certain supplies relating to:
•
•
•

hospitality

hotel and holiday accommodation
admissions to certain attractions

The temporary reduced rate will apply to supplies that are made between 15 July 2020 and
12 January 2021.
So far so good, but the AVA has been seeking clarification for its members on whether
vending is inlcuded. After much to and fro with tax experts and HMRC - we can now confirm
that Catering, Foodservice and Out of Home food & drink provision is also covered by this
reduction. Vending is included within this definition.
You can find full details in VAT Notice 709/1 (https://www.gov.uk/guidance/cateringtakeaway-food-and-vat-notice-7091#catering). Section 2.4 deals specifically with vending:

“2.4 Vending machines
Vending machine supplies follow the same general principles as food and drink supplied
from catering outlets. In other words all:
•

supplies of food and drink products that are standard-rated within the excepted
items (see Food products (VAT Notice 701/14)) are also standard-rated when
supplied from vending machines (for example, sales of beverages or confectionery)
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•

supplies of food and drink from vending machines in canteens and restaurant type
areas are standard-rated (or temporarily reduced rated) as supplies to be consumed
on the premises where they have been supplied, an apportionment will only be
allowed if the food seller can produce evidence to show that a proportion of the
items of cold food (that would be eligible for zero rating) are taken away from the
canteen or restaurant premises (see paragraph 3.3)
•

supplies of food and drink from machines sited in thoroughfares and areas not
designated for the consumption of food follow the liability of the product sold
(see Food products (VAT Notice 701/14))”

So – as over 80% of AVA member’s vending machines are located in workplace sites, i.e.
definitely not ‘take away’, then they qualify. In reality many leisure and public access sites
currently have restricted access. Also many Business & Industry (B&I) sites are not running
at full capacity.
This reduction in VAT covers hot drinks (tea, coffee etc), soft drinks and food. NOT
standard format ‘grocery items’ such as confectionery and snacks.
AVA Chief Executive, David Llewellyn says: “As with all tax legislation, this has not been a
straightforward exercise in getting answers from HM Treasury and HMRC. There is no
expectation or legislation from Government that retail prices should be reduced. This is
seen as an aid to struggling businesses. Applying different VAT rates across your business
will take some accounting effort, but every little helps! As always, you should check the
application of this reduction with your own accountants/advisors”.
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Temporary Reduced VAT rate – update 6th August 2020
As with all financial regulations the AVA is providing guidance below, but you should take
implementation advice from your own accountant.

Hot Drinks
Consumed at place of sale
This is standard rated and will attract the reduced rate 5% VAT.

Eg In Canteen

Hot Drinks
Not Consumed at place of sale
Eg In Corridor
This is classed as hot food take away (catering) so the reduced rate of 5% applies.
Cold Drinks
Consumed at place of sale
This is classed as catering so is standard rated so will attract the new 5% rate.
(unless you can provide evidence that some is taken away)

Eg In Canteen

Cold Drinks
Not Consumed at place of sale
This is not catering, it is retail. Will NOT attract the reduced rate.

Eg In Corridor

Snacks/Chocolate/Confectionary
Consumed at place of sale
This is classed as catering so will attract the new 5% rate.

Eg In Canteen

Snacks/Chocolate/Confectionary
Not Consumed at place of sale
This is NOT catering. It will not qualify for the reduced rate.

Eg In Corridor

Notes:
1. The general rule is if its catering then it qualifies.
If it is on-premises consumption, it is catering.
If it is hot takeaway food, it is catering. (See doc VAT catering)
2. The rules established in 2007 ago for Zero VAT snack adjustments still apply (see AVA/Deloitte
document).
To be catering the machine must be in a place designated for food consumption.
Buying cold food or cold drink in a corridor and taking it to your desk is not catering. Even if it is on
the same premises.
We won that battle but its not to our advantage with the reduced rate VAT (See doc VAT food, the
highlighted sections).
3. HMRC have always wanted to class as much as they could as catering because its standard rated.
They are not likely to take a different stance now.
4. The reduced rate VAT rule is to help us.
We can either reduce our prices to get more sales, or leave them the same and benefit by paying
less VAT.
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See below the HMRC Technician call outcome submitted by an AVA member:
Call reference: DVB4583
Q: If snacks, crisps, or chocolate is sold through a vending machine in a canteen is it in the course of
catering?
A: Yes. Always unless it can be evidenced that it is taken away and consumed elsewhere. If cold food is for
on premises consumption it is catering and not retail.
Q: So, does it qualify for the reduced 5% rate?
A: Yes.
Q: If the machine is in a corridor and the item is taken to your desk to eat on the same premises, is it
catering?
A: No, the guidelines clearly state machines sited in a thoroughfare follow the liability of the product sold.
This means it is not catering and will not qualify for the 5% rate.
Q: What about cold drinks?
A: The same rules apply.
Q: What about hot drinks?
A: Hot drinks taken away are classed as hot food takeaway so the 5% will apply wherever it is.
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AVA Briefing Document –
UK VAT & Vending
July 2007

This document is provided to AVA members free of charge on the
understanding that it is for the use of the AVA member company only
and that AVA members will not circulate this document outside their
own company. Non AVA members can obtain this document for a
fixed fee from the AVA.

(i) Overview and Purpose
There have been some recent changes concerning the VAT treatment of supplies of food which
have had a significant impact on the catering and vending industry.
As such, there is now broader scope to treat certain take-away supplies of specific foods as zerorated for VAT purposes.
Two major opportunities have therefore arisen for businesses that make relevant supplies in the
vending industry.
▪

A retrospective opportunity to recover VAT that has been overdeclared on supplies that
should in fact have been zero-rated (based on the changes detailed below); and

▪

A prospective opportunity to amend the treatment of relevant sales going forward in order
to reduce the amount of VAT being accounted for.

This Briefing Paper is intended to allow you to establish the relevance of these changes to your
business. This opportunity will not be relevant to all members, and this Briefing Paper will allow
you to establish the relevance in broad terms.
The Association has commissioned this Briefing Paper as a first step to assist members to
understand the recent changes and assess the relevance. If there is sufficient interest, the
Association will commission a detailed methodology guide to assist members to take advantage of
the opportunities which now exist.

(ii) Introduction
In the past, there has been a lack of clarity in respect of the correct VAT treatment of supplies made
from vending machines. The position has been complicated further with the release of the VAT
Court of Appeal decision in respect of the Compass Contract Services Limited (“Compass”) case.
In broad terms, the decision widens the scope for supplies of food qualifying for zero rating.
Therefore, the position has changed going forward and there may be scope to zero-rate an increased
level of sales. In addition, you may also now be able to reclaim VAT that you have over declared
to HMRC over the past three years.
This Briefing Paper has been produced to assist you in understanding the current position as
regards VAT, and considering the level of relevance of this issue for your business. It will outline
the impact that the Compass decision has had upon the catering industry as a whole and consider its
specific impact on the vending sector.

(iii) VAT Treatment of Food
Usually, VAT is due on a supply of food at either the standard or zero-rate. As you will be aware,
this is a complex area, but to summarise the treatment:
▪

A supply of food is a zero-rated supply for VAT purposes, unless it is sold in the “course
of catering” or is one of the “excepted items” (see below).

▪

A supply of food is a standard-rated supply for VAT purposes if it is made in the “course
of catering”. “Catering” is defined as including any supply of food for consumption on
the premises on which it is supplied and any supply of hot food for immediate
consumption.

▪

The “excepted items” which are always standard-rated regardless of how and where they
are sold are primarily non-essential or luxury items such as ice-cream, confectionery, soft
drinks, bottled waters and potato crisps.

Therefore, in applying the rules above the two key considerations in determining the VAT
treatment of supplies made from vending machines are:
1. Is the sale being made a supply of “qualifying” zero-rated food? Appendix 1 contains a
schedule of key vending products which potentially qualify for zero-rating.
2. Is the supply being made in the course of catering? Primarily this will be determined on
the basis of whether the relevant sale is taken away from the premises.
Therefore, in summary, sales of qualifying food (e.g. cold sandwiches, yoghurts, muffins, pastries
etc.) can qualify to be treated as a zero-rated when taken away from the “premises”. The definition
of “premises” was the point at issue in the Compass decision, and the interpretation of what is a
“take-away” sale has recently changed following the Compass decision, as outlined below.

(iv) The Historic Position
Prior to the Compass decision, HMRC (in Notice 709/1 Catering & Take-away Food) identified the
following VAT treatment for supplies made from vending machines:
▪

All supplies of food that are to be eaten on the premises where the vending machine is
placed will be standard-rated. The extent of the premises will depend on whether the site
has free public access or not (further details below); and
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▪

If the sale is not intended for consumption on the premises where the machine is placed
then supplies made can be potentially zero-rated, based on the nature of the product.
(Please note that supplies of hot food and drinks, soft drinks, confectionery, potato crisps
and other non qualifying items will always be standard rated for VAT purposes.)

The Previous Interpretation of “Premises”
Prior to the Compass decision, HMRC’s interpretation of the term “premises” was that sites fell
into two distinct categories. The two categories were:
Restricted Access Sites - included sites such as secure offices, sports stadia and cultural venues.
At these locations HMRC deemed the premises to be the whole of the broader building or site. The
result was that, in the past, all supplies of food and drink would typically have been standard-rated
for VAT purposes by vending operators, even if they were taken away from the immediate vicinity
of the vending machine.
Unrestricted Access Sites - included sites such as restaurants, bus/railway stations and shopping
centres. At these locations the premises were confined to the catering outlet itself, plus any
adjacent seating areas. As such if a customer decided to take-away the cold qualifying food from
these premises, the supply should have been treated as a zero-rated supply for VAT purposes.
Therefore, in the past, operators should have zero-rated qualifying supplies taken away from
vending machines located in shopping malls, train stations and other public access areas.
The impact of this lack of clarity and HMRC’s interpretation of “premises” was that operators may
well have been accounting for VAT on certain vended products erroneously.

(v) The Revised Position
HMRC’s interpretation of premises has now changed. Further details are set out below.
▪

The Compass Decision

The Compass decision has had a significant impact on the VAT treatment of catering and cold
take-away food.
By way of background, the decision relates to supplies made by Compass within the BBC
Television Centre. The background to the case was that HMRC had stated that the whole of the
BBC Television Centre was the premises for take-away purposes. The effect of this was that
Compass standard rated its supplies of cold qualifying food from these units. Compass challenged
this interpretation and, in the decision, it was found that the relevant premises for take-away
purposes were in fact each individual unit operated by Compass - not the whole of the BBC
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Television Centre. This meant that, for example, the supply of cold sandwiches (which are a
qualifying food item) to staff members to take back to their desks should have been treated as a
zero-rated supply.
In short, the case determined that the premises from which Compass made its supplies were the
actual catering units occupied and controlled by Compass and not the entire BBC Television
Centre. This is a fundamental shift from HMRC’s previously stated position.
▪

The New Interpretation of “Premises”

HMRC has now accepted the Compass decision and has revised its definition of premises. The
main change is at “restricted access sites” (e.g. offices) where the premises are now accepted to be
the actual unit controlled by the food supplier/caterer, rather than the whole building/site. HMRC
has however extended its interpretation of premises to include any areas of seating and tables
adjacent to the units, regardless of ownership, where they are clearly provided for the use of the
consumer.
▪

The New VAT Treatment - What can now be zero-rated?

Following the change in interpretation, HMRC re-issued VAT Notice 709/1 in February 2007 to
reflect the new definition of “premises” and the implications arising from this. As the term
“premises” now only applies to the specific unit controlled by the food supplier/caterer, the scope
of “take-away”, and therefore zero-rating, has greatly increased.
▪

Application of the New Premises Interpretation to Vending

Critically, HMRC has accepted that the same principles regarding “premises” apply to vended
sales. Therefore, if vended sales of qualifying items made from machines located in canteen/café
or similar facilities are taken-away from these facilities, then the sale should be zero-rated. This
could have a significant impact, for example in office buildings where, based on HMRC’s previous
interpretation, supplies of all vended products, regardless of their nature, would previously have
been standard-rated.
HMRC typically interprets a canteen/café facility to comprise a food service area where seating is
also provided for consumption of the food and drink. In most cases, such facilities will be clearly
delineated (e.g. a separate room or area, different décor/ flooring etc.) However, HMRC has
sought to extend the interpretation to include other adjacent seating and tables which are provided
for the use of the consumer, regardless of which party owns this seating. Therefore, HMRC would
now see a set of premises as comprising the food service area and any associated seating which is
used in practice by consumers, and is provided for that purpose.
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However, applying this interpretation to vending machines may be open to challenge. It may be
possible to argue in some cases (for example, where the vending operator has machines located in a
canteen/café facility but has no responsibility for the broader facility) that the “premises”, for takeaway purposes, is the vending machine itself. This would pull against HMRC’s current
interpretation, but may be a reasonable argument in certain circumstances. We will be seeking to
clarify this point with HMRC if there is sufficient interest from members in commissioning a
detailed claim form methodology.
The revised VAT Notice also comments that:
▪

HMRC will allow an apportionment of revenue generated between standard-rated and
zero-rated elements provided that the vending machine operator concerned can produce
evidence to show that a proportion of items of qualifying cold food (that would be eligible
for zero rating) are taken away from the premises. (There are significant practical
difficulties here, but HMRC now accept the principle.)

▪

A further distinction has been made by HMRC following the Compass decision that all
supplies made from vending machines which are located in thoroughfares, corridors or
other areas not designated for the consumption of food will be viewed as take-away and
therefore VAT will be due (or not) based solely on the nature of the product sold.
Therefore, any supplies of qualifying food made from vending machines located in such
areas will be treated as zero-rated supplies for VAT purposes.

So, to summarise, given HMRC’s revised interpretation, there are two take-away scenarios for
vended sales depending on the location and environs of the machine:
▪

For some machines, all sales will be taken-away, and the VAT liability will be driven
purely by the nature of the product sold;

▪

For other machines, all sales which are taken-away from the broader unit/ facilities within
which the machine is sited could qualify for zero-rating, again depending on the nature of
the product being sold.

(vi) Opportunities
Based on the above, there are two significant opportunities that may be available to you if your
business sells qualifying food. (Note: Appendix 1 contains a list of common vended food which
potentially qualifies for zero-rating.)
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How to establish if this opportunity is relevant to you
The following questions will help you establish the relevance of the opportunities outlined below.
1. Does your business act as principal in operating vending machines on client sites and does
it account for VAT due on sales from such sites?
Contractual arrangements in the vending industry can be complex, and operators can act in
a number of capacities. It is important to establish that your business is the legal seller of
the vended products, and has accounted for VAT on their sale in the past.
2. Does your business make supplies of cold qualifying food from vending machines (for
example sandwiches, cereal bars and fruit)?
For example if your business is involved only in drinks (rather than food) vending, then
this opportunity is unlikely to be relevant to you, as the vast majority of drinks are standard
rated. Appendix 1 contains more detail on qualifying food.
3. Are the vending machines located in areas where, based on the revised interpretation of
premises, take-away transactions commonly occur?
There is further guidance on what qualifies as a take-away sale above. One of the key
areas here relates to vending machines located in office sites. Previously, HMRC would
have insisted that all sales from such units should be standard rated. However, the
Compass decision has shown that this interpretation was not correct.
If you can answer “yes” to these three questions then you may be eligible to benefit from the
opportunities outlined below.
Retrospective Opportunity - Reclaiming overpaid VAT
If you have made supplies of food that you now believe, based on the revised position outlined
above, would qualify to be treated as zero-rated, but you have charged VAT on the supplies at the
standard rate, then you may be able to recover the VAT declared on relevant sales over the last
three years.
The three year time limit applicable to VAT claims works such that corrections cannot be made
more than three years after the end of the relevant VAT period in which the VAT accounting error
occurred. For example, an overdeclaration of VAT made during the VAT quarter ending 30
September 2004 must be corrected by the submission of a voluntary disclosure to HMRC no later
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than 30 September 2007. Any claim made after this point for the quarter ending September 2004
would be out of time.
The opportunity to make a retrospective claim stems from two aspects of the historic position:
▪

The lack of clarity in guidance from HMRC and general lack of certainty regarding the
treatment of the supplies from vending machines. Therefore, it is possible that operators
may have been erroneously accounting for VAT on sales which HMRC would in fact,
previously have accepted as zero-rated.

▪

The fact that HMRC’s previous interpretation of “premises” has been found to be too
narrow following the Compass decision. Claims can now be made for VAT on sales which
should have been zero-rated, when applying the revised interpretation.

How does the claim process work?
Claims are made by submitting a “voluntary disclosure” to HMRC stating the amounts of VAT to
be reclaimed.
The claim process is complex and there are several formalities and variables to consider in
calculating a claim. However, claims are possible for the last three years and will need to be
negotiated and agreed with HMRC.
If there is sufficient interest from Members, the AVA will commission and circulate a detailed
step-by-step “claim methodology” for you to follow. This will provide you with detailed guidance
in respect of how to submit a claim, how to calculate the value of the claim, worked examples, a
sample cover letter etc.
Prospective Opportunity - Amending the VAT treatment going forward
Furthermore, there is now a potential opportunity for you to amend the treatment of relevant sales
going forward in order to correct the VAT treatment and ensure the right amount of VAT is
declared in the future. This should result in a reduced proportion of total takings being declared
and paid as VAT.
In some cases, it may be possible to determine the VAT liability of each sale (this will depend on
the type of vending machine, nature of products sold and location of the vending machine).
However, more commonly, this will be achieved by agreeing an apportionment percentage with
HMRC regarding the proportion of supplies that can be treated as zero-rated going forward.
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How will this new VAT treatment work?
Providing you make a proportion of qualifying zero-rated sales, you should be able to apportion
part of your business sales as being take-away. This percentage apportionment can be applied to
your sales to identify the part that can be zero-rated for VAT purposes. This percentage can be
applied to total relevant sales each period, and this will reduce the VAT liability due on your total
gross sales each period.
The apportionment percentage to be applied will need to be agreed with HMRC and will probably
be reviewed periodically. In some circumstances, it will be necessary for your business to
undertake a sampling exercise in order to agree a fair apportionment with HMRC.

(vii) Actions Required
Please consider carefully the information detailed above in order to determine the impact of these
changes on your business.
For any business vending qualifying items (such as those outlined in Appendix 1) in restricted
access areas such as office buildings, there is likely to be an impact and we would suggest
considering how to modify VAT accounting arrangements going forward to ensure VAT is not
overdeclared.
Such businesses should also assess the likely value of making a claim for overdeclared VAT. If the
potential amounts are significant, then we suggest that you contact the AVA to register your
interest in commissioning a standard methodology to generate and submit claims.
As highlighted above, if there is sufficient interest, the AVA will provide Members with further
information in due course regarding the proposed claim methodology.
If you have any further questions, then please direct them towards the AVA in the first instance. In
some circumstances it may be appropriate for us to pass on your details to our advisor on this issue.
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APPENDIX 1
Qualifying and Non-qualifying food items
The schedule below sets out a high level overview of certain types of food which may be
commonly vended. Please note, it is not an exhaustive list, merely an indication of some of the
main categories at issue.
Items that are ALWAYS standard rated for
VAT purposes:

Qualifying items that are potentially zerorated for VAT purposes if they are taken
away from the premises:

Chocolate, chocolate bars

Cold sandwiches

Sweets and other confectionery

Fruit

Chewing gum

Cakes and muffins

Ice cream

Pastries

Carbonated drinks (cola, lemonade etc.)

Biscuits (not covered in chocolate)

Mineral water

Flapjacks (provided that qualify as cake)

Hot drinks

Tortilla chips

Potato crisps
Salted/ roasted nuts
Cereal bars (unless they qualify as being a cake)

Additional Notes
One particularly complex area is around cereal bars, and certain cakes and biscuits. Please view
the table above as a guide only.
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Also, a further difficult and ambiguous area exists in relation to items that qualify as cold takeaway food but are then heated via an adjacent microwave to be consumed hot. HMRC has always
deemed supplies of hot food to be standard rated for VAT purposes where the food is intended to
be consumed hot. Our assumption is that HMRC would still seek to argue that qualifying vended
products which are subsequently heated should be standard rated. This would be reasonable in
cases where the microwave has been provided by the vending operator as part of the agreement to
supply the vending machine. However, in situations where the microwave is not provided by the
vending operator then this approach may be open to challenge. If a decision is made to proceed
with a second phase of work to generate a detailed methodology we would seek to clarify this point
with HMRC.
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