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VAT & Service
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“as we know, there are known knowns, there are
things we know we know. We also know there are
known unknowns; that is to say we know there are
some things we do not know. But there are also
unknown unknowns -- the ones we don't know we
don't know.”

Donald Rumsfeld
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“You might know that you know a tax rule. But |
know that means that you didn’t know it had
changed to something unknown. Retrospectively.”

Steve Chamberlain
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Single vs multiple supply

“every transaction must normally be regarded as
distinct and independent but there is a single supply
where one transaction is ancillary to the other or for
the better enjoyment of the other, or the elements
are so closely linked it would be artificial to split.”
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What we thought we knew

Service charge generally for better enjoyment of
demised area

So most service charges have same VAT liability as rent

(Exempt unless opted to tax)
Post Tellmer?
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RLRE Tellmer PropertyvFiI nanl n
Sedi t eUssi had tabem —

Tellmer owns apartment blocks in Czech Republic.
Tenants pay rent, (exempt from VAT) and separate
charge for the cleaning common parts

Tellmer treated cleaning charge as exempt from VAT
Czech Authorities disagreed
Case heard by ECJ
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ECJ in Tellmer -

Separate supply of cleaning is taxable, but if
“ancillary” or for better enjoyment of occupation,
would be single exempt supply (rent)

Separately charged for so not artificial to split
Cleaning could have been organised differently
e.g. Direct from cleaner to tenant

Taxable “in circumstances such as those at issue”
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