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ADVANCE \D 7.20
VAT – Supplies of Services
October 1998

The VAT rules relating to supplies of services are extremely complex and depend on the type of service and on the status and whereabouts of the customer.  The concept of zero-rating no longer applies and, with certain exceptions, the treatment of EC and non-EC customers is now identical. 

1.
Services supplied where receiver belongs
Such services include: 

a)
Transfers and assignments of copyright, patents etc.

b)
Advertising services.

c)
Services of consultants, engineers, consultancy bureaux, lawyers, accountants and other similar services (except services relating to land). 

d)
Acceptance of any obligation to refrain from exercising any business activity or copyright etc. rights. 

e)
Banking, financial and insurance services. 

f)
The supply of staff.

g)
The letting on hire of goods other than means of transport. 

h)
Intermediary services in procuring any of the above services. 

i)
Any services not specified in 1 to 8 above when supplied to a UK VAT registered customer. 

These services are treated as supplied where the recipient belongs, if he belongs in another member state. This means that the services are outside the scope of UK VAT and VAT is not accounted for in the UK as long as evidence is obtained that the customer is in business. A VAT registration number is the best evidence of this, and it should be shown on the sales invoice. 

The services will then be subject to tax in the customer’s country and the customer will be liable to account for VAT under the reverse charge procedure. Therefore if you receive any of the above services from a supplier in another country you will have to account for VAT in the UK as both output tax and as input tax on the same VAT return.   Such deemed supplies count in deciding whether a person has exceeded the registration threshold. 

If the customer is in another EU state but is not in business, the supplies are deemed to be made in the UK and are liable to VAT at the standard rate.

2.
Services supplied where carried out
Services other than those listed above are supplied in the country where the supplier’s business is located, except for: 

a)
services relating to land  - supplied where the land is situated;

b)
services involving physical performance – supplied where they are carried out, e.g. artistic or sporting services, exhibitions and conferences, valuation of, or work carried out on, goods;

c)
transport services – supplied where the transport takes place, but there are special rules for freight transport services. 

Supplying these types of services in another EU country would mean that you would have to register for VAT in that country, subject to any registration threshold.

3.
EXCEPTIONS

There is, however, a simplification procedure in respect of certain services in connection with the transport of goods or the valuation of or work on goods.  If the customer supplies a VAT registration number, the supply will be treated as made in the country which issued the VAT number and accounted for by the customer under the reverse charge procedure.  This procedure would also enable you to invoice for a UK supply without charging VAT to your overseas customer. 

4.
Services supplied where the supplier belongs
Services apart from those in 1. or 2. above are supplied where the supplier belongs. Management charges fall within this heading, and care should be taken in the wording of invoices, for example to overseas subsidiaries, where some of the services are actually of a type included in 1. above and are therefore outside the scope of UK VAT.

If your business is partially exempt and you are being invoiced for management services by your parent company in another country (it does not have to be another EU country), you will have to account for VAT under the reverse charge procedure and may not be able to recover all of it. 

Relief for input tax is still available in respect of supplies made outside the scope of UK VAT if they would be taxable if made in the UK. 

5.
Customers VAT numbers
We therefore stress the importance of obtaining customers’ VAT numbers where they belong in other Member States as a matter of routine in order to comply with these rules. 

It is not possible to set out all the various aspects of supplies of services in this short note, but we will assist you with any queries you may have. 

This note is intended for general guidance only. There may be additional considerations that need to be taken into account in certain cases. If you require further information, we will be happy to provide more detailed advice based on your particular circumstances.
If you require further information please contact us.








