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VAT on Computer Equipment for Disabled
People

We have prepared this factsheet to attempt to give a brief, clear and reasonably accurate statement of the basic facts.  We are not experts in VAT: and this factsheet is not designed to justify the present situation.

VAT is managed by HM Revenue and Customs.  Any matters you wish to raise or questions you have about individual cases should be referred to HM Revenue and Customs National Advice Service, telephone 0845 010 9000.

The information contained in this factsheet is taken from HM Revenue and Customs Notice 701/7 Reliefs for Disabled People dated August 2002.  You can get a copy of this notice by calling HM Revenue and Customs National Advice Service on 0845 010 9000 or view it online at www.hmrc.gov.uk
VAT and Disabled People
Notice 701/7 Reliefs for Disabled People dated August 2002 states that to be zero rated (exempt from VAT) the transaction has to meet the ALL of the following criteria:

· the customer is eligible to purchase supplies at the zero rate

· the goods are for the personal or domestic use of the customer

· the goods and services are eligible to be supplied at the zero rate

The basic position is that to be zero rated the item must be something that is "designed solely" for use by disabled people.  A standard computer has not been “designed solely” for that purpose and therefore carries standard rate VAT at 17.5%.

Special hardware (like certain keyboards or braille devices) or software (like screen readers) can be “designed solely” for use by disabled people and therefore qualify to be zero rated.

Computer Software and Hardware Concessions

There are two concessions for computer equipment.  These concessions apply to an eligible customer only if:
· the computer is a tool to aid the disabled person to overcome communication problems; and 

· the computer is for the personal or domestic use of a disabled person.

Concession 1 - Zero-Rating of Central Processor
A central processor may be zero-rated if:

· it is sold as part of a computer system; and 

· it has software installed, which enables a disabled person to use the computer system or other software effectively, or to carry out tasks effectively when otherwise they could not.

No other general purpose hardware may be zero-rated under this or any other concession.

Concession 2 - Composite Rate of VAT for Computer Systems
Traders supplying disabled people with complete computer systems that contain significant specialist items for use by disabled customers may use a composite VAT rate.

In addition to the items of equipment designed solely for the use of a disabled person, the values of the following elements of the package may be included in the zero-rated portion:

· the central processor as described earlier; and 

· costs charged to the customer for the installation of the equipment and for the training in its use.

Typical composite rates are between 4% and 5%.

There are many advantages for disabled people in buying computers with adaptations from suppliers who specialise in meeting the needs of disabled people.  Such suppliers should know the rules and apply composite rates.

Restrictions on Both Concessions
The arrangements apply only to complete packages. Replacement units or upgrading items will be liable to VAT at the standard rate unless they are "designed solely" for use by disabled people when, of course, they will be zero-rated. So, for example, if a customer changes the central processor, the standard rate will apply.

* Messages charged at standard rate. You will receive two confirmation messages charged at £1.50 each.  AbilityNet will receive your donation net of charges applied by mobile network operators and a processing fee.  If you have any questions regarding this service, please call 020 7549 2222. 
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