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https://www.rsmuk.com/what-we-offer/industries/not-for-profit/charities
https://www.rsmuk.com/what-we-offer/industries/not-for-profit/charities
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Disclaimer

Disclaimer: The following content is provided for general, high-level information only. It does not constitute tax, legal or other
professional advice and should not be relied upon when making decisions. The appropriate treatment will depend on the specific facts

and circumstances. Professional advice should be obtained before taking, or refraining from, any action.
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RSM
EC Principal VAT Directive | EXEMPTIONS
ARTICLE
132(1)
Art. | | o (b)
hospital and medical care and closely related activities
the provision of medical care (c)
abridged
the supply of human organs, blood and milk (d)
services and prostheses by dentists and dental technicians (e)
services and goods closely linked to welfare (9)
services and goods closely linked to the protection of children and young persons (h)
the supply of transport services for sick or injured persons in vehicles specially (0)

designed for the purpose
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VAT ACT 1994 / EXEMPTIONS
SCHEDULE 07 GROUP 7

medical care by qualifying practitioners ITEM 1-3
9 hospital care and goods in connection with ITEM 4
abridged a deputy for a person registered in the register of medical practitioners ITEM 5

human blood, tissue and derived products for therapeutic purposes ITEM 6-8

: : : ITEM 9
welfare services by a charity, state-regulated agency or public body
transport services for sick or injured persons in specially designed vehicles ITEM 11
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VAT ACT 1994 / REDUCED RATE
SCHEDULE 08 GROUP 8 ITEM 1
7 A Contraceptive products

09 GROUP 9 ITEM 1
abriaged Welfare advice or information by a charity or state-regulated agency

1 0 GROUP 10 ITEMS 1-2

Installation of mobility aids for persons aged 60 or over
1 1 GROUP 11 ITEM 1

Smoking cessation products
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Legal framework

VAT ACT 1994 |/ ZERO RATE

SCHEDULE

abridged
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GROUP 12

Qualifying goods dispensed to an individual for that individual’s personal
use on the prescription of an appropriate practitioner

The supply to a disabled person for domestic or personal use, or to a
charity for making available to disabled persons by sale or otherwise, for
domestic or personal use, of qualifying goods or services

The supply of qualifying works for disabled persons including to a charity
The supply of lifeline alarm services for disabled persons

GROUP 15

Supply of medical goods or an ambulance to an eligible body using
charitable funds

The supply to a charity providing care or research of medicinal products

RSM

ITEM 1
ITEM 2

ITEMS 4-18

ITEMS 19-20

ITEMS 5-7

ITEMS 9-10






Medical services exemption RSM

VAT Notice 701/57 Examples:

@ GP consultations and diagnosis
The conditions:

Primary purpose is restore, protect or @ Medical clinics
maintain the health of an individual
@ Physiotherapy

Wholly performed a medical professional on Does not meet the test:

a statutory medical reqgister; and/or . .
y J @ Aesthetic purpose clinics

Wholly performed under the direct @ Mortuaries

supervision of a medical professional
Medical contracts delivered non-

qualifying personnel (e.g. Talking therapy)

Police and justice, where primary

Health and care - VAT | purpose is reporting (e.qg. fit to detain)



The ‘hospitals’ exemption
VAT Notice 701/31

The conditions:

Primary purpose is restore, maintain or
protect the health of an individual

Delivered by a qualifying regulated
institution (e.g. hospital, hospice, nursing
home or regulated laboratory)
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Examples:

@ Surgical procedures (in/out-patients)

@ Pathology testing

@ Palliative care

Accommodation and meals for a child’s
parent

Does not meet the test:

Residential care home

Clinics and consulting rooms

UKAS approved laboratories (e.g. covid
testing)

Hospital car parking or visitor meals

ONONONO



Welfare exemption RSM
VAT Notice 701/2

The conditions: Examples:

@ Care or treatment (non-medical) or @ Personal care contracts
instruction designed to promote the physical
or mental welfare of elderly, sick, distressed @ Residential care
or disabled persons; or the care or
protection of children and young persons; or :
the provision of spiritual welfare by a @ Counselling
religious institution Does not meet the test:

For an individual @ Medical care

Provided by a qualifying body (a charity, a Unregulated welfare activities by a
state-regulated private welfare agency, or a limited company (trading subsidiary)
public body)

@ Supplies of welfare staff
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Welfare reduced rate
VAT Notice 701/2

The conditions:

Welfare advice or information

Directly relates to the physical or mental
welfare of elderly, sick, distressed or
disabled people, or the care or protection
of children and young people

By a charity or a state-regulated
private welfare agency

Is not for a specific individual
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Examples:

@ Sexual health talk

@ Stranger danger DVD

Does not meet the test:

(=) Sexual health talk by a public body

Services or goods fall into welfare
exemption

@ Goods fall under zero rate (e.g. leaflets)



Drugs, medicines, aids for the disabled — Zero rate RSM

VAT Notice 701/57 and 701/7

The conditions: Examples:

Customer is eligible to buy supplies at the @ Adapted motor vehicles
zero rate
@ Assistive technology computers

Goods are for the personal or domestic use
of the customer @ .
Wigs

They are qualifying goods or services Does not meet the test:

Prescribed medicines are dispensed by a @ Most hearing aids

qualified pharmacist or practitioner

@ Dentures

@ NHS funded agreements (excl. drugs)
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Locum doctors
Revenue & Customs Brief 6 (2026)

Now exempt

Mandatory exemption. Follows recent Isle of
Wight NHS Trust case

Only applies to GMC registered doctors

Must be a supply of staff

Has backdated and prospective effect
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Examples:

@ Recruitment business

@ Umbrellas

@ Secondments between charities

Does not meet the test:

@ All other clinical staff

@ Recruitment agencies and DEMs

Action:

@ Request suppliers submit claims

@ Rolling 4-year window

RSM



Welfare planning scheme RSM
“VAT grouping within the care industry” 24 April 2025

Now ‘tax avoidance’

4 O\
CQC/ Exempt Private @ HMRC protection of the revenue powers
Charity
VAT group @ HMRC strongly encourages amending
Non Taxable Local
CQC authority @ Commissioners under pressure
NI

VAT

@ Litigation pending
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Cosmetics RSM
Various tax cases and HMRC activity Exempt:
Tax cases @ Treatment of diagnosed conditions

llluminate Skin Clinics Ltd _ _
@ Reconstructive plastic surgery

Skin Rich
@ Preventative treatments

Advanced Hair Technology Limited Not exempt:

@ Non-referred ‘psychological benefit’
Graham (t/a Skin Science)

@ Purely aesthetic treatments

Action:

@ Maintain referral records and evidence
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Dispensing of medicines
Clatterbridge Pharmacy Limited v HMRC

The conditions:

Qualifying prescribed goods
For an individual’s personal use

Dispensed by a qualifying person

Not part of a medical service

Is not excluded if dispensed in a hospital or
nursing home
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Zero rated:

@ Take-home drugs

@ Potentially discharge drugs

Patient Group Directions (9 Oct 2023 to
31 Mar 2027)

Not zero-rated:
@ In-patient drugs dispensed by a
hospital pharmacy

@ Drugs which are a cost component of
medical care



Independent schools RSM
HMRC VAT update - update 5 February 2026

Supplying education and welfare services together: Welfare:

single or multiple supply? @ Day care services (e.g. playgroups)

@ Usually, separate contracts for welfare
If single, what is the predomiant supply?

@ Where education is ancilliary
Welfare is secondary if:

» aschool is providing education to a pupil Not welfare:
« the parent considers that they are buying
education (=) Activity based clubs

Fee paying SEND schools and
education
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Nursing Agency Concession RSM

VAT Notice 701/57 para 6.6

Exemption conditions: Application:

N
supply of staff @ urses to any customer

@ Salary plus margin
by an employment business; or

Exclusions:

Nursing auxiliary directly supervised by a

et Supplies by umbrellas or employment
nurse/midwife; or

agencies

Nursing auxiliary in a qualifying institution;

and Other clinical staff

Unsupervised nursing auxiliaries in
residential homes

A nursing auxiliary duties must include
medical care to patients

ONONOIO.

Retrospective application
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Welfare Concession
HMRC Internal Manual VCHAR3540

Non-business treatment conditions:

Supplies made at below cost

Must be subsidised by at least 15%

Subsidised services available to all service
users

Costs exclude CapEx, contingencies, free
supply costs (eg volunteers, donated goods)

Health and care - VAT |

RSM

Usefulness:

Access to charitable building and
utilities reliefs

@ May assist BNB-PE

@ Can opt out

Other points:

Opted out supplies very likely exempt
anyway

@ Cannot be utilised by TradingCo






Staff v services
Mainpay Limited v HMRC

Staffing indicators:

‘operational’ direction and control rests with
host

not regulated by CQC
no right of replacement or tools

patient liability rests with host

worker is in IR35
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Services:

@ Welfare / medical services contracts

Staffing:

@ PSC or umbrella

@ Clinician backfil

@ Over-reliance on IR35 tests



Joint working

£750m UnitingCare Partnership — a tax disaster

Trip hazards:

creation of legal partnership — despite denial
appreciation of new company tax status
pass-through costs v’s disbursements
sharing resource

grant status and beneficiries

Funding offsets and barters

D@O®OO®E
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Risks:

@ Creation of unforseen VAT costs

@ Friction with partners

@ Funding clawback/payback issues






Low care hospice
Court of Appeal of The Hague, 27-05-2026

Outcome

Hospice services were taxable

Medical services supplied by independent
practitioners / agencies

Provided a package of services

Not medical, welfare or rental
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Impact:

(V) Not binding in the UK

@ ...but, HMRC may look at the case

Action:

@ Consider impact and take advice
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THE POWER OF BEING UNDERSTOOD

AUDIT | TAX | CONSULTING RS DA

RSM UK Tax and Consulting LLP

25 Farringdon Street
London

EC4A 4AB

United Kingdom

T +44 (0)20 3201 8000
rsmuk.com

The UK group of companies and LLPs trading as RSM is a member of the RSM network. RSM is the trading name used by the members of the RSM network. Each member of the RSM network is an independent accounting and consulting firm each of which
practises in its own right. The RSM network is not itself a separate legal entity of any description in any jurisdiction. The RSM network is administered by RSM International Limited, a company registered in England and Wales (company number 4040598)
whose registered office is at 50 Cannon Street, London EC4N 6JJ. The brand and trademark RSM and other intellectual property rights used by members of the network are owned by RSM International Association, an association governed by article 60 et
seq of the Civil Code of Switzerland whose seat is in Zug.

RSM UK Corporate Finance LLP, RSM UK Restructuring Advisory LLP, RSM UK Risk Assurance Services LLP, RSM UK Tax and Advisory Services LLP, RSM UK Audit LLP, RSM UK Consulting LLP, RSM Northern Ireland (UK) Limited and RSM UK Tax
and Accounting Limited are not authorised under the Financial Services and Markets Act 2000 but we are able in certain circumstances to offer a limited range of investment services because we are licensed by the Institute of Chartered Accountants in
England and Wales. We can provide these investment services if they are an incidental part of the professional services we have been engaged to provide. RSM UK Legal LLP is authorised and regulated by the Solicitors Regulation Authority, reference
number 626317, to undertake reserved and non-reserved legal activities. It is not authorised under the Financial Services and Markets Act 2000 but is able in certain circumstances to offer a limited range of investment services because it is authorised and
regulated by the Solicitors Regulation Authority and may provide investment services if they are an incidental part of the professional services that it has been engaged to provide. Whilst every effort has been made to ensure accuracy, information contained
in this communication may not be comprehensive and recipients should not act upon it without seeking professional advice.

© 2026 RSM UK Group LLP, all rights reserved
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