VAT Liability of personally administered drugs

This Business Brief article sets out Customs' policy on the VAT liability of drugs and appliances (such as vaccines) that are personally administered to a patient by a GP, or by a health professional working under the professional and clinical supervision of a GP.It follows a judgment by the Court of Appeal, in the case of Dr Beynon and Partners.

The Court of Appeal has ruled that when a "dispensing doctor" personally administers drugs to a patient (for example by injection), the supply and administration of the drugs is separate for VAT purposes from the doctor's VAT exempt services of medical consultation, diagnosis and prescription. When the drug is personally administered to a patient to whom the GP is authorised or required by the NHS to provide pharmaceutical services, NHS payments for the supply and personal administration of the drug are zero-rated. Customs have sought leave to appeal against this decision

Background - VAT liability of medical services and drugs

Medical services provided by GPs are exempt from VAT, and therefore most GP practices are not registered for VAT. 

All GPs use medicines in the course of medical care and treatment of patients - typically in the form of "injectables" (such as vaccines) or in emergencies. Some GPs (dispensing doctors) are also authorised or required by the NHS to provide pharmaceutical services – that is, to supply "take-away" drugs such as tablets – to specified patients. When a dispensing doctor supplies “take-away” drugs to a patient, the drugs are separate from his or her VAT-exempt medical services. When supplied under NHS arrangements by which the doctor provides pharmaceutical services, the drugs are zero-rated; otherwise, VAT is chargeable. The Court of Appeal judgement has no impact on the VAT treatment of any supplies of "take-away" drugs by doctors.

Practical Implications – VAT and personally administered drugs and appliances

Customs consider that the effect of the Court of Appeal judgement is that payments received by GPs for personally administered drugs or appliances (including those received by the GP for the administration of the drug or appliance) are for a supply that is separate from the VAT exempt medical consultation, diagnosis and prescription. The VAT liability of the payments received by GPs for personally administered drugs or appliances depends upon the status of the patient.

Where drugs or appliances are personally administered to a patient to whom the GP is authorised or required under NHS arrangements to provide pharmaceutical services – as in the case of Dr Beynon and Partners - payments received by GPs for the drugs or appliances, and for the administration service, are zero-rated.However, zero-rating does not apply drugs or appliances administered to any other NHS patient or to any private patient and these payments are therefore standard rated.

VAT treatment pending Customs’ appeal

Pending the outcome of Customs’ application, and any subsequent appeal, medical practitioners may continue to treat the personally administered drugs and appliances as an integral part of their VAT exempt supplies of medical services. Customs do not require doctors to make any adjustment to the VAT treatment of past or present supplies of drugs as a result of the Court of Appeal judgement.

Any GP may, of course, choose to apply the Court’s judgement and to make a claim to Customs for the VAT incurred on personally administered drugs or appliances.

Claims for VAT repayment– Details required

Any claim must be made in the usual form, and must be fully supported by evidence - including the relevant NHS statements of payment and allowances. Customs will also require details, on a period-by-period basis, of the total number of patients on a dispensing doctor’s practice register, and the number of those patients to whom the doctor is authorised or required to provide pharmaceutical services. For each VAT period, Customs also require details of the total number of personal administrations of drugs or appliances; and how many of these administrations were made to patients to whom the doctor is required or authorised to dispense drugs.

Any input tax claimed must be offset by output tax, which must be declared on: drugs and appliances administered under private (non-NHS) arrangements; and all NHS payments or allowances received for the supply and administration of drugs to patients for whom the GP is not authorised or required to provide pharmaceutical services.

Any claims are subject to the normal capping and unjust enrichment rules. If Customs are successful in any appeal against this decision, we will require repayment of any sums recovered, with interest if appropriate.
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