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COUNCIL DIRECTIVE 2006/112/EC
of 28 November 2006

on the common system of value added tax

THE COUNCIL OF THE EUROPEAN UNION,

Having regard to the Treaty establishing the European Community, and
in particular Article 93 thereof,

Having regard to the proposal from the Commission,
Having regard to the Opinion of the European Parliament,

Having regard to the Opinion of the European Economic and Social
Committee,

Whereas:

(1)  Council Directive 77/388/EEC of 17 May 1977 on the harmoni-
sation of the laws of the Member States relating to turnover taxes
— Common system of value added tax: uniform basis of
assessment P»C1 (') <« has been significantly amended on
several occasions. Now that new amendments are being made
to the said Directive, it is desirable, for reasons of clarity and
rationalisation that the Directive should be recast.

(2)  The recast text should incorporate all those provisions of Council
Directive 67/227/EEC of 11 April 1967 on the harmonisation of
legislation of Member States concerning turnover taxes
»C1 (* <« which are still applicable. That Directive should
therefore be repealed.

(3)  To ensure that the provisions are presented in a clear and rational
manner, consistent with the principle of better regulation, it is
appropriate to recast the structure and the wording of the
Directive although this will not, in principle, bring about
material changes in the existing legislation. A small number of
substantive amendments are however inherent to the recasting
exercise and should nevertheless be made. Where such changes
are made, these are listed exhaustively in the provisions
governing transposition and entry into force.

(4)  The attainment of the objective of establishing an internal market
presupposes the application in Member States of legislation on
turnover taxes that does not distort conditions of competition or
hinder the free movement of goods and services. It is therefore
necessary to achieve such harmonisation of legislation on
turnover taxes by means of a system of value added tax
(VAT), such as will eliminate, as far as possible, factors which
may distort conditions of competition, whether at national or
Community level.

(5) A VAT system achieves the highest degree of simplicity and of
neutrality when the tax is levied in as general a manner as
possible and when its scope covers all stages of production and
distribution, as well as the supply of services. It is therefore in the
interests of the internal market and of Member States to adopt a
common system which also applies to the retail trade.

(") OJ L 145, 13.6.1977, p. 1. Directive as last amended by Directive
2006/98/EC (OJ L 363, 20.12.2006, p. 129).

(®» OJ 71, 14.4.1967, p. 1301. Directive as last amended by Directive
77/388/EEC.
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It is necessary to proceed by stages, since the harmonisation of
turnover taxes leads in Member States to alterations in tax
structure and appreciable consequences in the budgetary,
economic and social fields.

The common system of VAT should, even if rates and
exemptions are not fully harmonised, result in neutrality in
competition, such that within the territory of each Member
State similar goods and services bear the same tax burden,
whatever the length of the production and distribution chain.

Pursuant to Council Decision 2000/597/EC, Euratom, of
29 September 2000 on the system of the European Communities'
own resources ('), the budget of the European Communities is to
be financed, without prejudice to other revenue, wholly from the
Communities' own resources. Those resources are to include
those accruing from VAT and obtained through the application
of a uniform rate of tax to bases of assessment determined in a
uniform manner and in accordance with Community rules.

It is vital to provide for a transitional period to allow national
laws in specified fields to be gradually adapted.

During this transitional period, intra-Community transactions
carried out by taxable persons other than exempt taxable
persons should be taxed in the Member State of destination, in
accordance with the rates and conditions set by that Member
State.

It is also appropriate that, during that transitional period, intra-
Community acquisitions of a certain value, made by exempt
persons or by non-taxable legal persons, certain intra-
Community distance selling and the supply of new means of
transport to individuals or to exempt or non-taxable bodies
should also be taxed in the Member State of destination, in
accordance with the rates and conditions set by that Member
State, in so far as such transactions would, in the absence of
special provisions, be likely to cause significant distortion of
competition between Member States.

For reasons connected with their geographic, economic and social
situation, certain territories should be excluded from the scope of
this Directive.

In order to enhance the non-discriminatory nature of the tax, the
term ‘taxable person’ should be defined in such a way that the
Member States may use it to cover persons who occasionally
carry out certain transactions.

The term ‘taxable transaction’ may lead to difficulties, in
particular as regards transactions treated as taxable transactions.
Those concepts should therefore be clarified.

With a view to facilitating intra-Community trade in work on
movable tangible property, it is appropriate to establish the tax
arrangements applicable to such transactions when they are
carried out for a customer who is identified for VAT purposes
in a Member State other than that in which the transaction is
physically carried out.

A transport operation within the territory of a Member State
should be treated as the intra-Community transport of goods
where it is directly linked to a transport operation carried out
between Member States, in order to simplify not only the prin-
ciples and arrangements for taxing those domestic transport
services but also the rules applicable to ancillary services and
to services supplied by intermediaries who take part in the
supply of the various services.

(") OJ L 253, 7.10.2000, p. 42.
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Determination of the place where taxable transactions are carried
out may engender conflicts concerning jurisdiction as between
Member States, in particular as regards the supply of goods for
assembly or the supply of services. Although the place where a
supply of services is carried out should in principle be fixed as
the place where the supplier has established his place of business,
it should be defined as being in the Member State of the
customer, in particular in the case of certain services supplied
between taxable persons where the cost of the services is
included in the price of the goods.

It is necessary to clarify the definition of the place of taxation of
certain transactions carried out on board ships, aircraft or trains in
the course of passenger transport within the Community.

Electricity and gas are treated as goods for VAT purposes. It is,
however, particularly difficult to determine the place of supply. In
order to avoid double taxation or non taxation and to attain a
genuine internal market free of barriers linked to the VAT
regime, the place of supply of gas through the natural gas distri-
bution system, or of electricity, before the goods reach the final
stage of consumption, should therefore be the place where the
customer has established his business. The supply of electricity
and gas at the final stage, that is to say, from traders and distri-
butors to the final consumer, should be taxed at the place where
the customer actually uses and consumes the goods.

In the case of the hiring out of movable tangible property, appli-
cation of the general rule that supplies of services are taxed in the
Member State in which the supplier is established may lead to
substantial distortion of competition if the lessor and the lessee
are established in different Member States and the rates of
taxation in those States differ. It is therefore necessary to
establish that the place of supply of a service is the place
where the customer has established his business or has a fixed
establishment for which the service has been supplied or, in the
absence thereof, the place where he has his permanent address or
usually resides.

However, as regards the hiring out of means of transport, it is
appropriate, for reasons of control, to apply strictly the general
rule, and thus to regard the place where the supplier has estab-
lished his business as the place of supply.

All  telecommunications services consumed within the
Community should be taxed to prevent distortion of competition
in that field. To that end, telecommunications services supplied to
taxable persons established in the Community or to customers
established in third countries should, in principle, be taxed at
the place where the customer for the services is established. In
order to ensure uniform taxation of telecommunications services
which are supplied by taxable persons established in third terri-
tories or third countries to non-taxable persons established in the
Community and which are effectively used and enjoyed in the
Community, Member States should, however, provide for the
place of supply to be within the Community.

Also to prevent distortions of competition, radio and television
broadcasting services and electronically supplied services
provided from third territories or third countries to persons estab-
lished in the Community, or from the Community to customers
established in third territories or third countries, should be taxed
at the place of establishment of the customer.

The concepts of chargeable event and of the chargeability of
VAT should be harmonised if the introduction of the common
system of VAT and of any subsequent amendments thereto are to
take effect at the same time in all Member States.
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The taxable amount should be harmonised so that the application
of VAT to taxable transactions leads to comparable results in all
the Member States.

To prevent loss of tax revenues through the use of connected
parties to derive tax benefits, it should, in specific limited circum-
stances, be possible for Member States to intervene as regards the
taxable amount of supplies of goods or services and intra-
Community acquisitions of goods.

In order to combat tax evasion or avoidance, it should be possible
for Member States to include within the taxable amount of a
transaction which involves the working of investment gold
provided by a customer, the value of that investment gold
where, by virtue of being worked, the gold loses its status of
investment gold. When they apply these measures, Member
States should be allowed a certain degree of discretion.

If distortions are to be avoided, the abolition of fiscal controls at
frontiers entails, not only a uniform basis of assessment, but also
sufficient alignment as between Member States of a number of
rates and rate levels.

The standard rate of VAT in force in the various Member States,
combined with the mechanism of the transitional system, ensures
that this system functions to an acceptable degree. To prevent
divergences in the standard rates of VAT applied by the Member
States from leading to structural imbalances in the Community
and distortions of competition in some sectors of activity, a
minimum standard rate of 15 % should be fixed, subject to
review.

In order to preserve neutrality of VAT, the rates applied by
Member States should be such as to enable, as a general rule,
deduction of the VAT applied at the preceding stage.

During the transitional period, certain derogations concerning the
number and the level of rates should be possible.

To achieve a better understanding of the impact of reduced rates,
it is necessary for the Commission to prepare an assessment
report on the impact of reduced rates applied to locally
supplied services, notably in terms of job creation, economic
growth and the proper functioning of the internal market.

In order to tackle the problem of unemployment, those Member
States wishing to do so should be allowed to experiment with the
operation and impact, in terms of job creation, of a reduction in
the VAT rate applied to labour-intensive services. That reduction
is also likely to reduce the incentive for the businesses concerned
to join or remain in the black economy.

However, such a reduction in the VAT rate is not without risk for
the smooth functioning of the internal market and for tax
neutrality. Provision should therefore be made for an authoris-
ation procedure to be introduced for a period that is fixed but
sufficiently long, so that it is possible to assess the impact of the
reduced rates applied to locally supplied services. In order to
make sure that such a measure remains verifiable and limited,
its scope should be closely defined.

A common list of exemptions should be drawn up so that the
Communities' own resources may be collected in a uniform
manner in all the Member States.

For the benefit both of the persons liable for payment of VAT
and the competent administrative authorities, the methods of
applying VAT to certain supplies and intra-Community acqui-
sitions of products subject to excise duty should be aligned
with the procedures and obligations concerning the duty to
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declare in the case of shipment of such products to another
Member State laid down in Council Directive 92/12/EEC of
25 February 1992 on the general arrangements for products
subject to excise duty and on the holding, movement and moni-
toring of such products ().

The supply of gas through the natural gas distribution system,
and of electricity is taxed at the place of the customer. In order to
avoid double taxation, the importation of such products should
therefore be exempted from VAT.

In respect of taxable operations in the domestic market linked to
intra-Community trade in goods carried out during the transitional
period by taxable persons not established within the territory of
the Member State in which the intra-Community acquisition of
goods takes place, including chain transactions, it is necessary to
provide for simplification measures ensuring equal treatment in
all the Member States. To that end, the provisions concerning the
taxation system and the person liable for payment of the VAT
due in respect of such operations should be harmonised. It is
however, necessary to exclude in principle from such
arrangements goods that are intended to be supplied at the
retail stage.

The rules governing deductions should be harmonised to the
extent that they affect the actual amounts collected. The
deductible proportion should be calculated in a similar manner
in all the Member States.

The scheme which allows the adjustment of deductions for capital
goods over the lifetime of the asset, according to its actual use,
should also be applicable to certain services with the nature of
capital goods.

It is appropriate to specify the persons liable for payment of
VAT, particularly in the case of services supplied by a person
who is not established in the Member State in which the VAT is
due.

Member States should be able, in specific cases, to designate the
recipient of supplies of goods or services as the person liable for
payment of VAT. This should assist Member States in
simplifying the rules and countering tax evasion and avoidance
in identified sectors and on certain types of transactions.

Member States should be entirely free to designate the person
liable for payment of the VAT on importation.

Member States should be able to provide that someone other than
the person liable for payment of VAT is to be held jointly and
severally liable for its payment.

The obligations of taxable persons should be harmonised as far as
possible so as to ensure the necessary safeguards for the
collection of VAT in a uniform manner in all the Member States.

The use of electronic invoicing should allow tax authorities to
carry out their monitoring activities. It is therefore appropriate, in
order to ensure the internal market functions properly, to draw up
a list, harmonised at Community level, of the particulars that
must appear on invoices and to establish a number of common
arrangements governing the use of electronic invoicing and the
electronic storage of invoices, as well as for self-billing and the
outsourcing of invoicing operations.

(") OJ L 76, 23.3.1992, p. 1. Directive as last amended by Directive
2004/106/EC (OJ L 359, 4.12.2004, p. 30).
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Subject to conditions which they lay down, Member States
should allow certain statements and returns to be made by elec-
tronic means, and may require that electronic means be used.

The necessary pursuit of a reduction in the administrative and
statistical formalities to be completed by businesses, particularly
small and medium-sized enterprises, should be reconciled with
the implementation of effective control measures and the need,
on both economic and tax grounds, to maintain the quality of
Community statistical instruments.

Member States should be allowed to continue to apply their
special schemes for small enterprises, in accordance with
common provisions, and with a view to closer harmonisation.

Member States should remain free to apply a special scheme
involving flat rate rebates of input VAT to farmers not covered
by the normal scheme. The basic principles of that special
scheme should be established and a common method adopted,
for the purposes of collecting own resources, for calculating the
value added by such farmers.

It is appropriate to adopt a Community taxation system to be
applied to second-hand goods, works of art, antiques and
collectors' items, with a view to preventing double taxation and
the distortion of competition as between taxable persons.

The application of the normal VAT rules to gold constitutes a
major obstacle to its use for financial investment purposes and
therefore justifies the application of a special tax scheme, with a
view also to enhancing the international competitiveness of the
Community gold market.

The supply of gold for investment purposes is inherently similar
to other financial investments which are exempt from VAT.
Consequently, exemption appears to be the most appropriate
tax treatment for supplies of investment gold.

The definition of investment gold should cover gold coins the
value of which primarily reflects the price of the gold contained.
For reasons of transparency and legal certainty, a yearly list of
coins covered by the investment gold scheme should be drawn
up, providing security for the operators trading in such coins.
That list should be without prejudice to the exemption of coins
which are not included in the list but which meet the criteria laid
down in this Directive.

In order to prevent tax evasion while at the same time alleviating
the financing burden for the supply of gold of a degree of purity
above a certain level, it is justifiable to allow Member States to
designate the customer as the person liable for payment of VAT.

In order to facilitate compliance with fiscal obligations by
operators providing electronically supplied services, who are
neither established nor required to be identified for VAT
purposes within the Community, a special scheme should be
established. Under that scheme it should be possible for any
operator supplying such services by electronic means to non-
taxable persons within the Community, if he is not otherwise
identified for VAT purposes within the Community, to opt for
identification in a single Member State.

It is desirable for the provisions concerning radio and television
broadcasting and certain electronically supplied services to be put
into place on a temporary basis only and to be reviewed in the
light of experience within a short period of time.

It is necessary to promote the uniform application of the
provisions of this Directive and to that end an advisory
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committee on value added taxshould be set up to enable the
Member States and the Commission to cooperate closely.

Member States should be able, within certain limits and subject to
certain conditions, to introduce, or to continue to apply, special
measures derogating from this Directive in order to simplify the
levying of tax or to prevent certain forms of tax evasion or
avoidance.

In order to ensure that a Member State which has submitted a
request for derogation is not left in doubt as to what action the
Commission plans to take in response, time-limits should be laid
down within which the Commission must present to the Council
either a proposal for authorisation or a communication setting out
its objections.

It is essential to ensure uniform application of the VAT system.
Implementing measures are appropriate to realise that aim.

Those measures should, in particular, address the problem of
double taxation of cross-border transactions which can occur as
the result of divergences between Member States in the appli-
cation of the rules governing the place where taxable transactions
are carried out.

Although the scope of the implementing measures would be
limited, those measures would have a budgetary impact which
for one or more Member States could be significant. Accordingly,
the Council is justified in reserving to itself the right to exercise
implementing powers.

In view of their limited scope, the implementing measures should
be adopted by the Council acting unanimously on a proposal
from the Commission.

Since, for those reasons, the objectives of this Directive cannot be
sufficiently achieved by the Member States and can therefore be
better achieved by at Community level, the Community may
adopt measures, in accordance with the principle of subsidiarity
as set out in Article 5 of the Treaty. In accordance with the
principle of proportionality, as set out in that Article, this
Directive does not go beyond what is necessary in order to
achieve those objectives.

The obligation to transpose this Directive into national law
should be confined to those provisions which represent a
substantive change as compared with the earlier Directives. The
obligation to transpose into national law the provisions which are
unchanged arises under the earlier Directives.

This Directive should be without prejudice to the obligations of
the Member States in relation to the time-limits for transposition
into national law of the Directives listed in Annex XI, Part B,
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ANNEX VI — LIST OF SUPPLIES OF GOODS AND SERVICES AS
REFERRED TO IN POINT (D) OF ARTICLE 199(1)

ANNEX VII — LIST OF THE AGRICULTURAL PRODUCTION
ACTIVITIES REFERRED TO IN POINT (4) OF
ARTICLE 295(1)

ANNEX VIII — INDICATIVE LIST OF THE AGRICULTURAL SER-
VICES REFERRED TO IN POINT (5) OF ARTI-
CLE 295(1)

ANNEX IX — WORKS OF ART, COLLECTORS' ITEMS AND
ANTIQUES, AS REFERRED TO IN POINTS (2),
(3) AND (4) OF ARTICLE 311(1)

Part A — Works of art
Part B — Collectors' items
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ANNEX X — LIST OF TRANSACTIONS COVERED BY THE
DEROGATIONS REFERRED TO IN ARTICLES 370
AND 371 AND ARTICLES 380 TO 390
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Part B — Transactions which Member States may continue to
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ANNEX XI

Part A — Repealed Directives with their successive amendments

Part B — Time limits for transposition into national law (referred

to in Article 411)

ANNEX XII — CORRELATION TABLE

TITLE 1
SUBJECT MATTER AND SCOPE

Article 1

1. This Directive establishes the common system of value added tax
(VAT).

2. The principle of the common system of VAT entails the appli-
cation to goods and services of a general tax on consumption exactly
proportional to the price of the goods and services, however many
transactions take place in the production and distribution process
before the stage at which the tax is charged.

On each transaction, VAT, calculated on the price of the goods or
services at the rate applicable to such goods or services, shall be
chargeable after deduction of the amount of VAT borne directly by
the various cost components.

The common system of VAT shall be applied up to and including the
retail trade stage.

Article 2

1. The following transactions shall be subject to VAT:
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(a) the supply of goods for consideration within the territory of a
Member State by a taxable person acting as such;

(b) the intra-Community acquisition of goods for consideration within
the territory of a Member State by:

(1) a taxable person acting as such, or a non-taxable legal person,
where the vendor is a taxable person acting as such who is not
eligible for the exemption for small enterprises provided for in
Articles 282 to 292 and who is not covered by Articles 33
or 36;

(ii) in the case of new means of transport, a taxable person, or a
non-taxable legal person, whose other acquisitions are not
subject to VAT pursuant to Article 3(1), or any other non-
taxable person;

(iii) in the case of products subject to excise duty, where the excise
duty on the intra-Community acquisition is chargeable,
pursuant to Directive 92/12/EEC, within the territory of the
Member State, a taxable person, or a non-taxable legal
person, whose other acquisitions are not subject to VAT
pursuant to Article 3(1);

(c) the supply of services for consideration within the territory of a
Member State by a taxable person acting as such;

(d) the importation of goods.

2. (a) For the purposes of point (ii) of paragraph 1(b), the following
shall be regarded as ‘means of transport’, where they are
intended for the transport of persons or goods:

(1) motorised land vehicles the capacity of which exceeds
48 cubic centimetres or the power of which exceeds
7,2 kilowatts;

(i) vessels exceeding 7,5 metres in length, with the
exception of vessels used for navigation on the high
seas and carrying passengers for reward, and of vessels
used for the purposes of commercial, industrial or fishing
activities, or for rescue or assistance at sea, or for inshore
fishing;

(iii) aircraft the take-off weight of which exceeds
1 550 kilograms, with the exception of aircraft used by
airlines operating for reward chiefly on international
routes.

(b) These means of transport shall be regarded as ‘new’ in the
cases:

(i) of motorised land vehicles, where the supply takes place
within six months of the date of first entry into service or
where the wvehicle has travelled for no more than
6 000 kilometres;

(i) of vessels, where the supply takes place within three
months of the date of first entry into service or where
the vessel has sailed for no more than 100 hours;

(iii) of aircraft, where the supply takes place within three
months of the date of first entry into service or where
the aircraft has flown for no more than 40 hours.

(c) Member States shall lay down the conditions under which the
facts referred to in point (b) may be regarded as established.

3. ‘Products subject to excise duty’ shall mean energy products,
alcohol and alcoholic beverages and manufactured tobacco, as defined
by current Community legislation, but not gas supplied through the
natural gas distribution system or electricity.
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Article 3

1. By way of derogation from Article 2(1)(b)(i), the following trans-
actions shall not be subject to VAT:

(a) the intra-Community acquisition of goods by a taxable person or a
non-taxable legal person, where the supply of such goods within the
territory of the Member State of acquisition would be exempt
pursuant to Articles 148 and 151;

(b) the intra-Community acquisition of goods, other than those referred
to in point (a) and Article 4, and other than new means of transport
or products subject to excise duty, by a taxable person for the
purposes of his agricultural, forestry or fisheries business subject
to the common flat-rate scheme for farmers, or by a taxable person
who carries out only supplies of goods or services in respect of
which VAT is not deductible, or by a non-taxable legal person.

2. Point (b) of paragraph 1 shall apply only if the following
conditions are met:

(a) during the current calendar year, the total value of intra-Community
acquisitions of goods does not exceed a threshold which the
Member States shall determine but which may not be less than
EUR 10 000 or the equivalent in national currency;

(b) during the previous calendar year, the total value of intra-
Community acquisitions of goods did not exceed the threshold
provided for in point (a).

The threshold which serves as the reference shall consist of the total
value, exclusive of VAT due or paid in the Member State in which
dispatch or transport of the goods began, of the intra-Community acqui-
sitions of goods as referred to under point (b) of paragraph 1.

3. Member States shall grant taxable persons and non-taxable legal
persons eligible under point (b) of paragraph 1 the right to opt for the
general scheme provided for in Article 2(1)(b)(i).

Member States shall lay down the detailed rules for the exercise of the
option referred to in the first subparagraph, which shall in any event
cover a period of two calendar years.

Article 4

In addition to the transactions referred to in Article 3, the following
transactions shall not be subject to VAT:

(a) the intra-Community acquisition of second-hand goods, works of
art, collectors' items or antiques, as defined in points (1) to (4) of
Article 311(1), where the vendor is a taxable dealer acting as such
and VAT has been applied to the goods in the Member State in
which their dispatch or transport began, in accordance with the
margin scheme provided for in Articles 312 to 325;

(b) the intra-Community acquisition of second-hand means of transport,
as defined in Article 327(3), where the vendor is a taxable dealer
acting as such and VAT has been applied to the means of transport
in the Member State in which their dispatch or transport began, in
accordance with the transitional arrangements for second-hand
means of transport;

(¢) the intra-Community acquisition of second-hand goods, works of
art, collectors' items or antiques, as defined in points (1) to (4) of
Article 311(1), where the vendor is an organiser of sales by public
auction, acting as such, and VAT has been applied to the goods in
the Member State in which their dispatch or transport began, in
accordance with the special arrangements for sales by public
auction.
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TITLE 1I
TERRITORIAL SCOPE

Article 5
For the purposes of applying this Directive, the following definitions
shall apply:

(1) ‘Community’ and ‘territory of the Community’ mean the territories
of the Member States as defined in point (2);

(2) ‘Member State’ and ‘territory of a Member State’ mean the territory
of each Member State of the Community to which the Treaty estab-
lishing the European Community is applicable, in accordance with
Article 299 of that Treaty, with the exception of any territory
referred to in Article 6 of this Directive;

(3) ‘third territories’ means those territories referred to in Article 6;

(4) ‘third country’ means any State or territory to which the Treaty is
not applicable.

Article 6
1. This Directive shall not apply to the following territories forming
part of the customs territory of the Community:
(a) Mount Athos;
(b) the Canary Islands;
(c) the French overseas departments;
(d) the Aland Islands;
(e) the Channel Islands.

2. This Directive shall not apply to the following territories not
forming part of the customs territory of the Community:

(a) the Island of Heligoland,
(b) the territory of Biisingen;
(c) Ceuta;

(d) Melilla;

(e) Livigno;

(f) Campione d'ltalia;

(g) the Italian waters of Lake Lugano.

Article 7

1. In view of the conventions and treaties concluded with France, the
United Kingdom and Cyprus respectively, the Principality of Monaco,
the Isle of Man and the United Kingdom Sovereign Base Areas of
Akrotiri and Dhekelia shall not be regarded, for the purposes of the
application of this Directive, as third countries.

2. Member States shall take the measures necessary to ensure that
transactions originating in or intended for the Principality of Monaco are
treated as transactions originating in or intended for France, that trans-
actions originating in or intended for the Isle of Man are treated as
transactions originating in or intended for the United Kingdom, and
that transactions originating in or intended for the United Kingdom
Sovereign Base Areas of Akrotiri and Dhekelia are treated as trans-
actions originating in or intended for Cyprus.
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Article 8

If the Commission considers that the provisions laid down in Articles 6
and 7 are no longer justified, particularly in terms of fair competition or
own resources, it shall present appropriate proposals to the Council.

TITLE III
TAXABLE PERSONS

Article 9

1. ‘Taxable person’ shall mean any person who, independently,
carries out in any place any economic activity, whatever the purpose
or results of that activity.

Any activity of producers, traders or persons supplying services,
including mining and agricultural activities and activities of the
professions, shall be regarded as ‘economic activity’. The exploitation
of tangible or intangible property for the purposes of obtaining income
therefrom on a continuing basis shall in particular be regarded as an
economic activity.

2. In addition to the persons referred to in paragraph 1, any person
who, on an occasional basis, supplies a new means of transport, which
is dispatched or transported to the customer by the vendor or the
customer, or on behalf of the vendor or the customer, to a destination
outside the territory of a Member State but within the territory of the
Community, shall be regarded as a taxable person.

Article 10

The condition in Article 9(1) that the economic activity be conducted
‘independently’ shall exclude employed and other persons from VAT in
so far as they are bound to an employer by a contract of employment or
by any other legal ties creating the relationship of employer and
employee as regards working conditions, remuneration and the
employer's liability.

Article 11

After consulting the advisory committee on value added tax (hereafter,
the “VAT Committee’), each Member State may regard as a single
taxable person any persons established in the territory of that Member
State who, while legally independent, are closely bound to one another
by financial, economic and organisational links.

A Member State exercising the option provided for in the first
paragraph, may adopt any measures needed to prevent tax evasion or
avoidance through the use of this provision.

Article 12

1. Member States may regard as a taxable person anyone who carries
out, on an occasional basis, a transaction relating to the activities
referred to in the second subparagraph of Article 9(1) and in particular
one of the following transactions:

(a) the supply, before first occupation, of a building or parts of a
building and of the land on which the building stands;

(b) the supply of building land.
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2. For the purposes of paragraph 1(a), ‘building’ shall mean any
structure fixed to or in the ground.

Member States may lay down the detailed rules for applying the
criterion referred to in paragraph 1(a) to conversions of buildings and
may determine what is meant by ‘the land on which a building stands’.

Member States may apply criteria other than that of first occupation,
such as the period elapsing between the date of completion of the
building and the date of first supply, or the period elapsing between
the date of first occupation and the date of subsequent supply, provided
that those periods do not exceed five years and two years respectively.

3. For the purposes of paragraph 1(b), ‘building land’ shall mean any
unimproved or improved land defined as such by the Member States.

Article 13

1. States, regional and local government authorities and other bodies
governed by public law shall not be regarded as taxable persons in
respect of the activities or transactions in which they engage as
public authorities, even where they collect dues, fees, contributions or
payments in connection with those activities or transactions.

However, when they engage in such activities or transactions, they shall
be regarded as taxable persons in respect of those activities or trans-
actions where their treatment as non-taxable persons would lead to
significant distortions of competition.

In any event, bodies governed by public law shall be regarded as
taxable persons in respect of the activities listed in Annex I, provided
that those activities are not carried out on such a small scale as to be
negligible.

2. Member States may regard activities, exempt under Articles 132,
135, 136, 371, 374 to 377, and Article 378(2), Article 379(2), or
Articles 380 to 390, engaged in by bodies governed by public law as
activities in which those bodies engage as public authorities.

TITLE IV
TAXABLE TRANSACTIONS

CHAPTER 1
supply of goods

Article 14

1. “Supply of goods’ shall mean the transfer of the right to dispose of
tangible property as owner.

2. In addition to the transaction referred to in paragraph 1, each of
the following shall be regarded as a supply of goods:

(a) the transfer, by order made by or in the name of a public authority
or in pursuance of the law, of the ownership of property against
payment of compensation;

(b) the actual handing over of goods pursuant to a contract for the hire
of goods for a certain period, or for the sale of goods on deferred
terms, which provides that in the normal course of events ownership
is to pass at the latest upon payment of the final instalment;

(c) the transfer of goods pursuant to a contract under which
commission is payable on purchase or sale.
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3. Member States may regard the handing over of certain works of
construction as a supply of goods.

Article 15

1. Electricity, gas, heat, refrigeration and the like shall be treated as
tangible property.

2. Member States may regard the following as tangible property:
(a) certain interests in immovable property;

(b) rights in rem giving the holder thereof a right of use over
immovable property;

(c) shares or interests equivalent to shares giving the holder thereof de
jure or de facto rights of ownership or possession over immovable
property or part thereof.

Article 16

The application by a taxable person of goods forming part of his
business assets for his private use or for that of his staff, or their
disposal free of charge or, more generally, their application for
purposes other than those of his business, shall be treated as a supply
of goods for consideration, where the VAT on those goods or the
component parts thereof was wholly or partly deductible.

However, the application of goods for business use as samples or as
gifts of small value shall not be treated as a supply of goods for con-
sideration.

Article 17

1. The transfer by a taxable person of goods forming part of his
business assets to another Member State shall be treated as a supply
of goods for consideration.

‘Transfer to another Member State’ shall mean the dispatch or transport
of movable tangible property by or on behalf of the taxable person, for
the purposes of his business, to a destination outside the territory of the
Member State in which the property is located, but within the
Community.

2. The dispatch or transport of goods for the purposes of any of the
following transactions shall not be regarded as a transfer to another
Member State:

(a) the supply of the goods by the taxable person within the territory of
the Member State in which the dispatch or transport ends, in
accordance with the conditions laid down in Article 33;

(b) the supply of the goods, for installation or assembly by or on behalf
of the supplier, by the taxable person within the territory of the
Member State in which dispatch or transport of the goods ends,
in accordance with the conditions laid down in Article 36;

(c) the supply of the goods by the taxable person on board a ship, an
aircraft or a train in the course of a passenger transport operation, in
accordance with the conditions laid down in Article 37;

(d) the supply of gas through the natural gas distribution system, or of
electricity, in accordance with the conditions laid down in
Articles 38 and 39;

(e) the supply of the goods by the taxable person within the territory of
the Member State, in accordance with the conditions laid down in
Articles 138, 146, 147, 148, 151 or 152;
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(f) the supply of a service performed for the taxable person and
consisting of work on the goods in question physically carried
out within the territory of the Member State in which dispatch or
transport of the goods ends, provided that the goods, after being
worked upon, are returned to that taxable person in the Member
State from which they were initially dispatched or transported;

(g) the temporary use of the goods within the territory of the Member
State in which dispatch or transport of the goods ends, for the
purposes of the supply of services by the taxable person established
within the Member State in which dispatch or transport of the goods
began;

(h) the temporary use of the goods, for a period not exceeding twenty-
four months, within the territory of another Member State, in which
the importation of the same goods from a third country with a view
to their temporary use would be covered by the arrangements for
temporary importation with full exemption from import duties.

3. If one of the conditions governing eligibility under paragraph 2 is
no longer met, the goods shall be regarded as having been transferred to
another Member State. In such cases, the transfer shall be deemed to
take place at the time when that condition ceases to be met.

Article 18

Member States may treat each of the following transactions as a supply
of goods for consideration:

(a) the application by a taxable person for the purposes of his business
of goods produced, constructed, extracted, processed, purchased or
imported in the course of such business, where the VAT on such
goods, had they been acquired from another taxable person, would
not be wholly deductible;

(b) the application of goods by a taxable person for the purposes of a
non-taxable area of activity, where the VAT on such goods became
wholly or partly deductible upon their acquisition or upon their
application in accordance with point (a);

(c) with the exception of the cases referred to in Article 19, the
retention of goods by a taxable person, or by his successors,
when he ceases to carry out a taxable economic activity, where
the VAT on such goods became wholly or partly deductible upon
their acquisition or upon their application in accordance with
point (a).

Article 19

In the event of a transfer, whether for consideration or not or as a
contribution to a company, of a totality of assets or part thereof,
Member States may consider that no supply of goods has taken place
and that the person to whom the goods are transferred is to be treated as
the successor to the transferor.

Member States may, in cases where the recipient is not wholly liable to
tax, take the measures necessary to prevent distortion of competition.
They may also adopt any measures needed to prevent tax evasion or
avoidance through the use of this Article.
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CHAPTER 2

Intra-Community acquisition of goods

Article 20

‘Intra-Community acquisition of goods’ shall mean the acquisition of
the right to dispose as owner of movable tangible property dispatched or
transported to the person acquiring the goods, by or on behalf of the
vendor or the person acquiring the goods, in a Member State other than
that in which dispatch or transport of the goods began.

Where goods acquired by a non-taxable legal person are dispatched or
transported from a third territory or a third country and imported by that
non-taxable legal person into a Member State other than the Member
State in which dispatch or transport of the goods ends, the goods shall
be regarded as having been dispatched or transported from the Member
State of importation. That Member State shall grant the importer
designated or recognised under Article 201 as liable for payment of
VAT a refund of the VAT paid in respect of the importation of the
goods, provided that the importer establishes that VAT has been applied
to his acquisition in the Member State in which dispatch or transport of
the goods ends.

Article 21

The application by a taxable person, for the purposes of his business, of
goods dispatched or transported by or on behalf of that taxable person
from another Member State, within which the goods were produced,
extracted, processed, purchased or acquired within the meaning of
Article 2(1)(b), or into which they were imported by that taxable
person for the purposes of his business, shall be treated as an intra-
Community acquisition of goods for consideration.

Article 22

The application by the armed forces of a State party to the North
Atlantic Treaty, for their use or for the use of the civilian staff accom-
panying them, of goods which they have not purchased subject to the
general rules governing taxation on the domestic market of a Member
State shall be treated as an intra-Community acquisition of goods for
consideration, where the importation of those goods would not be
eligible for the exemption provided for in point (h) of Article 143.

Article 23

Member States shall take the measures necessary to ensure that a trans-
action which would have been classed as a supply of goods if it had
been carried out within their territory by a taxable person acting as such
is classed as an intra-Community acquisition of goods.

CHAPTER 3
Supply of services

Article 24
1. “Supply of services’ shall mean any transaction which does not
constitute a supply of goods.
2. ‘Telecommunications services’ shall mean services relating to the

transmission, emission or reception of signals, words, images and
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sounds or information of any nature by wire, radio, optical or other
electromagnetic systems, including the related transfer or assignment
of the right to use capacity for such transmission, emission or
reception, with the inclusion of the provision of access to global infor-
mation networks.

Article 25

A supply of services may consist, inter alia, in one of the following
transactions:

(a) the assignment of intangible property, whether or not the subject of
a document establishing title;

(b) the obligation to refrain from an act, or to tolerate an act or
situation;

(c) the performance of services in pursuance of an order made by or in
the name of a public authority or in pursuance of the law.

Article 26

1. Each of the following transactions shall be treated as a supply of
services for consideration:

(a) the use of goods forming part of the assets of a business for the
private use of a taxable person or of his staff or, more generally, for
purposes other than those of his business, where the VAT on such
goods was wholly or partly deductible;

(b) the supply of services carried out free of charge by a taxable person
for his private use or for that of his staff or, more generally, for
purposes other than those of his business.

2. Member States may derogate from paragraph 1, provided that such
derogation does not lead to distortion of competition.

Article 27

In order to prevent distortion of competition and after consulting the
VAT Committee, Member States may treat as a supply of services for
consideration the supply by a taxable person of a service for the
purposes of his business, where the VAT on such a service, were it
supplied by another taxable person, would not be wholly deductible.

Article 28

Where a taxable person acting in his own name but on behalf of another
person takes part in a supply of services, he shall be deemed to have
received and supplied those services himself.

Article 29

Article 19 shall apply in like manner to the supply of services.
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CHAPTER 4

Importation of goods

Article 30

‘Importation of goods’ shall mean the entry into the Community of
goods which are not in free circulation within the meaning of
Article 24 of the Treaty.

In addition to the transaction referred to in the first paragraph, the entry
into the Community of goods which are in free circulation, coming from
a third territory forming part of the customs territory of the Community,
shall be regarded as importation of goods.

TITLE V
PLACE OF TAXABLE TRANSACTIONS

CHAPTER 1
Place of supply of goods

Section 1

Supply of goods without transport

Article 31

Where goods are not dispatched or transported, the place of supply shall
be deemed to be the place where the goods are located at the time when
the supply takes place.

Section 2

Supply of goods with transport

Article 32

Where goods are dispatched or transported by the supplier, or by the
customer, or by a third person, the place of supply shall be deemed to
be the place where the goods are located at the time when dispatch or
transport of the goods to the customer begins.

However, if dispatch or transport of the goods begins in a third territory
or third country, both the place of supply by the importer designated or
recognised under Article 201 as liable for payment of VAT and the
place of any subsequent supply shall be deemed to be within the
Member State of importation of the goods.

Article 33

1. By way of derogation from Article 32, the place of supply of
goods dispatched or transported by or on behalf of the supplier from
a Member State other than that in which dispatch or transport of the
goods ends shall be deemed to be the place where the goods are located
at the time when dispatch or transport of the goods to the customer
ends, where the following conditions are met:

(a) the supply of goods is carried out for a taxable person, or a non-
taxable legal person, whose intra-Community acquisitions of goods
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are not subject to VAT pursuant to Article 3(1) or for any other
non-taxable person;

(b) the goods supplied are neither new means of transport nor goods
supplied after assembly or installation, with or without a trial run,
by or on behalf of the supplier.

2. Where the goods supplied are dispatched or transported from a
third territory or a third country and imported by the supplier into a
Member State other than that in which dispatch or transport of the
goods to the customer ends, they shall be regarded as having been
dispatched or transported from the Member State of importation.

Article 34

1. Provided the following conditions are met, Article 33 shall not
apply to supplies of goods all of which are dispatched or transported
to the same Member State, where that Member State is the Member
State in which dispatch or transport of the goods ends:

(a) the goods supplied are not products subject to excise duty;

(b) the total value, exclusive of VAT, of such supplies effected under
the conditions laid down in Article 33 within that Member State
does not in any one calendar year exceed EUR 100 000 or the
equivalent in national currency;

(c) the total value, exclusive of VAT, of the supplies of goods, other
than products subject to excise duty, effected under the conditions
laid down in Article 33 within that Member State did not in the
previous calendar year exceed EUR 100 000 or the equivalent in
national currency.

2. The Member State within the territory of which the goods are
located at the time when their dispatch or transport to the customer
ends may limit the threshold referred to in paragraph 1 to
EUR 35000 or the equivalent in national currency, where that
Member State fears that the threshold of EUR 100 000 might cause
serious distortion of competition.

Member States which exercise the option under the first subparagraph
shall take the measures necessary to inform accordingly the competent
public authorities in the Member State in which dispatch or transport of
the goods begins.

3. The Commission shall present to the Council at the earliest oppor-
tunity a report on the operation of the special EUR 35 000 threshold
referred to in paragraph 2, accompanied, if necessary, by appropriate
proposals.

4.  The Member State within the territory of which the goods are
located at the time when their dispatch or transport begins shall grant
those taxable persons who carry out supplies of goods eligible under
paragraph 1 the right to opt for the place of supply to be determined in
accordance with Article 33.

The Member States concerned shall lay down the detailed rules
governing the exercise of the option referred to in the first subpara-
graph, which shall in any event cover two calendar years.

Article 35

Articles 33 and 34 shall not apply to supplies of second-hand goods,
works of art, collectors' items or antiques, as defined in points (1) to (4)
of Article 311(1), nor to supplies of second-hand means of transport, as
defined in Article 327(3), subject to VAT in accordance with the
relevant special arrangements.
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Article 36

Where goods dispatched or transported by the supplier, by the customer
or by a third person are installed or assembled, with or without a trial
run, by or on behalf of the supplier, the place of supply shall be deemed
to be the place where the goods are installed or assembled.

Where the installation or assembly is carried out in a Member State
other than that of the supplier, the Member State within the territory of
which the installation or assembly is carried out shall take the measures
necessary to ensure that there is no double taxation in that Member
State.

Section 3

Supply of goods on board ships, aircraft or
trains

Article 37

1. Where goods are supplied on board ships, aircraft or trains during
the section of a passenger transport operation effected within the
Community, the place of supply shall be deemed to be at the point
of departure of the passenger transport operation.

2. For the purposes of paragraph 1, ‘section of a passenger transport
operation effected within the Community’ shall mean the section of the
operation effected, without a stopover outside the Community, between
the point of departure and the point of arrival of the passenger transport
operation.

‘Point of departure of a passenger transport operation’ shall mean the
first scheduled point of passenger embarkation within the Community,
where applicable after a stopover outside the Community.

‘Point of arrival of a passenger transport operation’ shall mean the last
scheduled point of disembarkation within the Community of passengers
who embarked in the Community, where applicable before a stopover
outside the Community.

In the case of a return trip, the return leg shall be regarded as a separate
transport operation.

3. The Commission shall, at the earliest opportunity, present to the
Council a report, accompanied if necessary by appropriate proposals, on
the place of taxation of the supply of goods for consumption on board
and the supply of services, including restaurant services, for passengers
on board ships, aircraft or trains.

Pending adoption of the proposals referred to in the first subparagraph,
Member States may exempt or continue to exempt, with deductibility of
the VAT paid at the preceding stage, the supply of goods for
consumption on board in respect of which the place of taxation is
determined in accordance with paragraph 1.

Section 4

Supply of goods through distribution systems

Article 38

1. In the case of the supply of gas through the natural gas distri-
bution system, or of electricity, to a taxable dealer, the place of supply
shall be deemed to be the place where that taxable dealer has estab-
lished his business or has a fixed establishment for which the goods are
supplied, or, in the absence of such a place of business or fixed estab-
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lishment, the place where he has his permanent address or usually
resides.

2. For the purposes of paragraph 1, ‘taxable dealer’ shall mean a
taxable person whose principal activity in respect of purchases of gas
or electricity is reselling those products and whose own consumption of
those products is negligible.

Article 39

In the case of the supply of gas through the natural gas distribution
system, or of electricity, where such a supply is not covered by
Article 38, the place of supply shall be deemed to be the place where
the customer effectively uses and consumes the goods.

Where all or part of the gas or electricity is not effectively consumed by
the customer, those non-consumed goods shall be deemed to have been
used and consumed at the place where the customer has established his
business or has a fixed establishment for which the goods are supplied.
In the absence of such a place of business or fixed establishment, the
customer shall be deemed to have used and consumed the goods at the
place where he has his permanent address or usually resides.

CHAPTER 2

Place of an intra-Community acquisition of goods

Article 40

The place of an intra-Community acquisition of goods shall be deemed
to be the place where dispatch or transport of the goods to the person
acquiring them ends.

Article 41

Without prejudice to Article 40, the place of an intra-Community acqui-
sition of goods as referred to in Article 2(1)(b)(i) shall be deemed to be
within the territory of the Member State which issued the VAT identi-
fication number under which the person acquiring the goods made the
acquisition, unless the person acquiring the goods establishes that VAT
has been applied to that acquisition in accordance with Article 40.

If VAT is applied to the acquisition in accordance with the first
paragraph and subsequently applied, pursuant to Article 40, to the
acquisition in the Member State in which dispatch or transport of the
goods ends, the taxable amount shall be reduced accordingly in the
Member State which issued the VAT identification number under
which the person acquiring the goods made the acquisition.

Article 42

The first paragraph of Article 41 shall not apply and VAT shall be
deemed to have been applied to the intra-Community acquisition of
goods in accordance with Article 40 where the following conditions
are met:

(a) the person acquiring the goods establishes that he has made the
intra-Community acquisition for the purposes of a subsequent
supply, within the territory of the Member State identified in
accordance with Article 40, for which the person to whom the
supply is made has been designated in accordance with
Article 197 as liable for payment of VAT;
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(b) the person acquiring the goods has satisfied the obligations laid
down in Article 265 relating to submission of the recapitulative
statement.

CHAPTER 3
Place of supply of services

Section 1

General rule

Article 43

The place of supply of services shall be deemed to be the place where
the supplier has established his business or has a fixed establishment
from which the service is supplied, or, in the absence of such a place of
business or fixed establishment, the place where he has his permanent
address or usually resides.

Section 2

Particular provisions

Subsection 1

Supply of services by intermediaries

Article 44

The place of supply of services by an intermediary acting in the name
and on behalf of another person, other than those referred to in
Articles 50 and 54 and in Article 56(1), shall be the place where the
underlying transaction is supplied in accordance with this Directive.

However, where the customer of the services supplied by the inter-
mediary is identified for VAT purposes in a Member State other than
that within the territory of which that transaction is carried out, the place
of the supply of services by the intermediary shall be deemed to be
within the territory of the Member State which issued the customer with
the VAT identification number under which the service was rendered to
him.

Subsection 2

Supply of services connected with immovable
property

Article 45

The place of supply of services connected with immovable property,
including the services of estate agents and experts, and services for the
preparation and coordination of construction work, such as the services
of architects and of firms providing on-site supervision, shall be the
place where the property is located.
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Subsection 3

Supply of transport

Article 46

The place of supply of transport other than the intra-Community
transport of goods shall be the place where the transport takes place,
proportionately in terms of distances covered.

Article 47

The place of supply of intra-Community transport of goods shall be the
place of departure of the transport.

However, where intra-Community transport of goods is supplied to
customers identified for VAT purposes in a Member State other than
that of the departure of the transport, the place of supply shall be
deemed to be within the territory of the Member State which issued
the customer with the VAT identification number under which the
service was rendered to him.

Article 48

‘Intra-Community transport of goods’ shall mean any transport of goods
in respect of which the place of departure and the place of arrival are
situated within the territories of two different Member States.

‘Place of departure’ shall mean the place where transport of the goods
actually begins, irrespective of distances covered in order to reach the
place where the goods are located.

‘Place of arrival’ shall mean the place where transport of the goods
actually ends.

Article 49

The transport of goods in respect of which the place of departure and
the place of arrival are situated within the territory of the same Member
State shall be treated as intra-Community transport of goods where such
transport is directly linked to transport of goods in respect of which the
place of departure and the place of arrival are situated within the
territory of two different Member States.

Article 50

The place of the supply of services by an intermediary, acting in the
name and on behalf of another person, where the intermediary takes part
in the intra-Community transport of goods, shall be the place of
departure of the transport.

However, where the customer of the services supplied by the inter-
mediary is identified for VAT purposes in a Member State other than
that of the departure of the transport, the place of the supply of services
by the intermediary shall be deemed to be within the territory of the
Member State which issued the customer with the VAT identification
number under which the service was rendered to him.
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Article 51

Member States need not apply VAT to that part of the intra-Community
transport of goods taking place over waters which do not form part of
the territory of the Community.

Subsection 4

Supply of cultural and similar services,
ancillary transport services or services relating
to movable tangible property

Article 52

The place of supply of the following services shall be the place where
the services are physically carried out:

(a) cultural, artistic, sporting, scientific, educational, entertainment or
similar activities, including the activities of the organisers of such
activities and, where appropriate, ancillary services;

(b) ancillary transport activities, such as loading, unloading, handling
and similar activities;

(c) valuations of movable tangible property or work on such property.

Article 53

By way of derogation from Article 52(b), the place of supply of services
involving activities ancillary to the intra-Community transport of goods,
supplied to customers identified for VAT purposes in a Member State
other than that in the territory of which the activities are physically
carried out, shall be deemed to be within the territory of the Member
State which issued the customer with the VAT identification number
under which the service was rendered to him.

Article 54

The place of the supply of services by an intermediary, acting in the
name and on behalf of another person, where the intermediary takes part
in the supply of services consisting in activities ancillary to the intra-
Community transport of goods, shall be the place where the ancillary
activities are physically carried out.

However, where the customer of the services supplied by the inter-
mediary is identified for VAT purposes in a Member State other than
that within the territory of which the ancillary activities are physically
carried out, the place of supply of services by the intermediary shall be
deemed to be within the territory of the Member State which issued the
customer with the VAT identification number under which the service
was rendered to him.

Article 55

By way of derogation from Article 52(c), the place of supply of services
involving the valuation of movable tangible property or work on such
property, supplied to customers identified for VAT purposes in a
Member State other than that in the territory of which the services
are physically carried out, shall be deemed to be within the territory
of the Member State which issued the customer with the VAT identi-
fication number under which the service was rendered to him.
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The derogation referred to in the first paragraph shall apply only where
the goods are dispatched or transported out of the Member State in
which the services were physically carried out.

Subsection 5

Supply of miscellaneous services

Article 56

1. The place of supply of the following services to customers estab-
lished outside the Community, or to taxable persons established in the
Community but not in the same country as the supplier, shall be the
place where the customer has established his business or has a fixed
establishment for which the service is supplied, or, in the absence of
such a place, the place where he has his permanent address or usually
resides:

(a) transfers and assignments of copyrights, patents, licences, trade
marks and similar rights;

(b) advertising services;

(c) the services of consultants, engineers, consultancy bureaux, lawyers,
accountants and other similar services, as well as data processing
and the provision of information;

(d) obligations to refrain from pursuing or exercising, in whole or in
part, a business activity or a right referred to in this paragraph;

(e) banking, financial and insurance transactions, including reinsurance,
with the exception of the hire of safes;

(f) the supply of staff;

(g) the hiring out of movable tangible property, with the exception of
all means of transport;

(h) the provision of access to, and of transport or transmission through,
natural gas and electricity distribution systems and the provision of
other services directly linked thereto;,

(1) telecommunications services;
(j) radio and television broadcasting services;

(k) electronically supplied services, such as those referred to in
Annex 1,

(1) the supply of services by intermediaries, acting in the name and on
behalf of other persons, where those intermediaries take part in the
supply of the services referred to in this paragraph.

2. Where the supplier of a service and the customer communicate via
electronic mail, that shall not of itself mean that the service supplied is
an electronically supplied service for the purposes of point (k) of
paragraph 1.

YM3
3. Points (j) and (k) of paragraph 1 and paragraph 2 shall apply until
31 December 2009.

Article 57

1. Where the services referred to in point (k) of Article 56(1) are
supplied to non-taxable persons who are established in a Member State,
or who have their permanent address or usually reside in a Member
State, by a taxable person who has established his business outside the
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Community or has a fixed establishment there from which the service is
supplied, or who, in the absence of such a place of business or fixed
establishment, has his permanent address or usually resides outside the
Community, the place of supply shall be the place where the non-
taxable person is established, or where he has his permanent address
or usually resides.

2. Paragraph 1 shall apply until 31 December 2009.

Subsection 6

Criterion of effective use and enjoyment

Article 58

In order to avoid double taxation, non-taxation or distortion of compe-
tition, Member States may, with regard to the supply of the services
referred to in Article 56(1) and with regard to the hiring out of means of
transport:

(a) consider the place of supply of any or all of those services, if
situated within their territory, as being situated outside the
Community, if the effective use and enjoyment of the services
takes place outside the Community;

(b) consider the place of supply of any or all of those services, if
situated outside the Community, as being situated within their
territory, if the effective use and enjoyment of the services takes
place within their territory.

However, this provision shall not apply to the services referred to in
point (k) of Article 56(1), where those services are rendered to non-
taxable persons.

Article 59

1.  Member States shall apply Article 58(b) to telecommunications
services supplied to non-taxable persons who are established in a
Member State, or who have their permanent address or usually reside
in a Member State, by a taxable person who has established his business
outside the Community or has a fixed establishment there from which
the services are supplied, or who, in the absence of such a place of
business or fixed establishment, has his permanent address or usually
resides outside the Community.

2. Until 31 December 2009, Member States shall apply Article 58(b)
to radio and television broadcasting services, as referred to in
Article 56(1)(j), supplied to non-taxable persons who are established
in a Member State, or who have their permanent address or usually
reside in a Member State, by a taxable person who has established his
business outside the Community or who has a fixed establishment there
from which the services are supplied, or who, in the absence of such a
place of business or fixed establishment, has his permanent address or
usually resides outside the Community.
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CHAPTER 4

Place of importation of goods

Article 60

The place of importation of goods shall be the Member State within
whose territory the goods are located when they enter the Community.

Article 61

By way of derogation from Article 60, where, on entry into the
Community, goods which are not in free circulation are placed under
one of the arrangements or situations referred to in Article 156, or under
temporary importation arrangements with total exemption from import
duty, or under external transit arrangements, the place of importation of
such goods shall be the Member State within whose territory the goods
cease to be covered by those arrangements or situations.

Similarly, where, on entry into the Community, goods which are in free
circulation are placed under one of the arrangements or situations
referred to in Articles 276 and 277, the place of importation shall be
the Member State within whose territory the goods cease to be covered
by those arrangements or situations.

TITLE VI
CHARGEABLE EVENT AND CHARGEABILITY OF VAT

CHAPTER 1

General provisions

Article 62

For the purposes of this Directive:

(1) ‘chargeable event’ shall mean the occurrence by virtue of which the
legal conditions necessary for VAT to become chargeable are
fulfilled;

(2) VAT shall become ‘chargeable’ when the tax authority becomes
entitled under the law, at a given moment, to claim the tax from
the person liable to pay, even though the time of payment may be
deferred.

CHAPTER 2
Supply of goods or services
Article 63

The chargeable event shall occur and VAT shall become chargeable
when the goods or the services are supplied.

Article 64

1. Where it gives rise to successive statements of account or
successive payments, the supply of goods, other than that consisting
in the hire of goods for a certain period or the sale of goods on
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deferred terms, as referred to in point (b) of Article 14(2), or the supply
of services shall be regarded as being completed on expiry of the
periods to which such statements of account or payments relate.

2. Supplies of services for which VAT is payable by the customer
pursuant to Article 196, which are supplied continuously over a period
of more than one year and which do not give rise to statements of
account or payments during that period shall be regarded as being
completed on expiry of each calendar year until such time as the
supply of services comes to an end.

Member States may provide that, in certain cases other than those
referred to in the previous paragraph, the continuous supply of goods
or services over a period of time is to be regarded as being completed at
least at intervals of one year.

Article 65

Where a payment is to be made on account before the goods or services
are supplied, VAT shall become chargeable on receipt of the payment
and on the amount received.

Article 66

By way of derogation from Articles 63, 64 and 65, Member States may
provide that VAT is to become chargeable, in respect of certain trans-
actions or certain categories of taxable person at one of the following
times:

(a) no later than the time the invoice is issued,;
(b) no later than the time the payment is received,

(c) where an invoice is not issued, or is issued late, within a specified
period from the date of the chargeable event.

VM4
The derogation provided for in the first paragraph shall not, however,
apply to supplies of services in respect of which VAT is payable by the
customer pursuant to Article 196.

Article 67

1. Where, in accordance with the conditions laid down in
Article 138, goods dispatched or transported to a Member State other
than that in which dispatch or transport of the goods begins are supplied
VAT-exempt or where goods are transferred VAT-exempt to another
Member State by a taxable person for the purposes of his business,
VAT shall become chargeable on the 15th day of the month
following that in which the chargeable event occurs.

2. By way of derogation from paragraph 1, VAT shall become
chargeable on issue of the invoice provided for in Article 220, if that
invoice is issued before the 15th day of the month following that in
which the chargeable event occurs.
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CHAPTER 3

Intra-Community acquisition of goods

Article 68

The chargeable event shall occur when the intra-Community acquisition
of goods is made.

The intra-Community acquisition of goods shall be regarded as being
made when the supply of similar goods is regarded as being effected
within the territory of the relevant Member State.

Article 69

1.  In the case of the intra-Community acquisition of goods, VAT
shall become chargeable on the 15th day of the month following that
in which the chargeable event occurs.

2. By way of derogation from paragraph 1, VAT shall become
chargeable on issue of the invoice provided for in Article 220, if that
invoice is issued before the 15th day of the month following that in
which the chargeable event occurs.

CHAPTER 4

Importation of goods

Article 70

The chargeable event shall occur and VAT shall become chargeable
when the goods are imported.

Article 71

1. Where, on entry into the Community, goods are placed under one
of the arrangements or situations referred to in Articles 156, 276 and
277, or under temporary importation arrangements with total exemption
from import duty, or under external transit arrangements, the chargeable
event shall occur and VAT shall become chargeable only when the
goods cease to be covered by those arrangements or situations.

However, where imported goods are subject to customs duties, to agri-
cultural levies or to charges having equivalent effect established under a
common policy, the chargeable event shall occur and VAT shall
become chargeable when the chargeable event in respect of those
duties occurs and those duties become chargeable.

2. Where imported goods are not subject to any of the duties referred
to in the second subparagraph of paragraph 1, Member States shall, as
regards the chargeable event and the moment when VAT becomes
chargeable, apply the provisions in force governing customs duties.
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TITLE VII
TAXABLE AMOUNT

CHAPTER 4
IMPORTATION OF GOODS

Article 72

For the purposes of this Directive, ‘open market value’ shall mean the
full amount that, in order to obtain the goods or services in question at
that time, a customer at the same marketing stage at which the supply of
goods or services takes place, would have to pay, under conditions of
fair competition, to a supplier at arm's length within the territory of the
Member State in which the supply is subject to tax.

Where no comparable supply of goods or services can be ascertained,
‘open market value’ shall mean the following:

(1) in respect of goods, an amount that is not less than the purchase
price of the goods or of similar goods or, in the absence of a
purchase price, the cost price, determined at the time of supply;

(2) in respect of services, an amount that is not less than the full cost to
the taxable person of providing the service.

CHAPTER 2
Supply of goods or services

Article 73

In respect of the supply of goods or services, other than as referred to in
Articles 74 to 77, the taxable amount shall include everything which
constitutes consideration obtained or to be obtained by the supplier, in
return for the supply, from the customer or a third party, including
subsidies directly linked to the price of the supply.

Article 74

Where a taxable person applies or disposes of goods forming part of his
business assets, or where goods are retained by a taxable person, or by
his successors, when his taxable economic activity ceases, as referred to
in Articles 16 and 18, the taxable amount shall be the purchase price of
the goods or of similar goods or, in the absence of a purchase price, the
cost price, determined at the time when the application, disposal or
retention takes place.

Article 75

In respect of the supply of services, as referred to in Article 26, where
goods forming part of the assets of a business are used for private
purposes or services are carried out free of charge, the taxable
amount shall be the full cost to the taxable person of providing the
services.

Article 76

In respect of the supply of goods consisting in transfer to another
Member State, the taxable amount shall be the purchase price of the
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goods or of similar goods or, in the absence of a purchase price, the
cost price, determined at the time the transfer takes place.

Article 77

In respect of the supply by a taxable person of a service for the
purposes of his business, as referred to in Article 27, the taxable
amount shall be the open market value of the service supplied.

Article 78

The taxable amount shall include the following factors:
(a) taxes, duties, levies and charges, excluding the VAT itself;

(b) incidental expenses, such as commission, packing, transport and
insurance costs, charged by the supplier to the customer.

For the purposes of point (b) of the first paragraph, Member States may
regard expenses covered by a separate agreement as incidental expenses.

Article 79

The taxable amount shall not include the following factors:
(a) price reductions by way of discount for early payment;

(b) price discounts and rebates granted to the customer and obtained by
him at the time of the supply;

(c) amounts received by a taxable person from the customer, as
repayment of expenditure incurred in the name and on behalf of
the customer, and entered in his books in a suspense account.

The taxable person must furnish proof of the actual amount of the
expenditure referred to in point (c) of the first paragraph and may not
deduct any VAT which may have been charged.

Article 80

1. In order to prevent tax evasion or avoidance, Member States may
in any of the following cases take measures to ensure that, in respect of
the supply of goods or services involving family or other close personal
ties, management, ownership, membership, financial or legal ties as
defined by the Member State, the taxable amount is to be the open
market value:

(a) where the consideration is lower than the open market value and the
recipient of the supply does not have a full right of deduction under
Articles 167 to 171 and Articles 173 to 177,

(b) where the consideration is lower than the open market value and the
supplier does not have a full right of deduction under Articles 167
to 171 and Articles 173 to 177 and the supply is subject to an
exemption under Articles 132, 135, 136, 371, 375, 376, 377,
378(2), 379(2) or Articles 380 to 390;

(c) where the consideration is higher than the open market value and
the supplier does not have a full right of deduction under
Articles 167 to 171 and Articles 173 to 177.

For the purposes of the first subparagraph, legal ties may include the
relationship between an employer and employee or the employee's
family, or any other closely connected persons.
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2. Where Member States exercise the option provided for in
paragraph 1, they may restrict the categories of suppliers or recipients
to whom the measures shall apply.

3. Member States shall inform the VAT Committee of national legis-
lative measures adopted pursuant to paragraph 1 in so far as these are
not measures authorised by the Council prior to 13 August 2006 in
accordance with Article 27 (1) to (4) of Directive 77/388/EEC, and
which are continued under paragraph 1 of this Article.

Article 81

Member States which, at 1 January 1993, were not availing themselves
of the option under Article 98 of applying a reduced rate may, if they
avail themselves of the option under Article 89, provide that in respect
of the supply of works of art, as referred to in Article 103(2), the
taxable amount is to be equal to a fraction of the amount determined
in accordance with Articles 73, 74, 76, 78 and 79.

The fraction referred to in the first paragraph shall be determined in
such a way that the VAT thus due is equal to at least 5 % of the amount
determined in accordance with Articles 73, 74, 76, 78 and 79.

Article 82

Member States may provide that, in respect of the supply of goods and
services, the taxable amount is to include the value of exempt
investment gold within the meaning of Article 346, which has been
provided by the customer to be used as basis for working and which
as a result, loses its VAT exempt investment gold status when such
goods and services are supplied. The value to be used is the open
market value of the investment gold at the time that those goods and
services are supplied.

CHAPTER 3

Intra-Community acquisition of goods

Article 83

In respect of the intra-Community acquisition of goods, the taxable
amount shall be established on the basis of the same factors as are
used P Cl1 in accordance with Chapter 2 <« to determine the
taxable amount for the supply of the same goods within the territory
of the Member State concerned. In the case of the transactions, to be
treated as intra-Community acquisitions of goods, referred to in
Articles 21 and 22, the taxable amount shall be the purchase price of
the goods or of similar goods or, in the absence of a purchase price, the
cost price, determined at the time of the supply.

Article 84

1. Member States shall take the measures necessary to ensure that the
excise duty due from or paid by the person making the intra-
Community acquisition of a product subject to excise duty is included
in the taxable amount in accordance with point (a) of the first paragraph
of Article 78.

2. Where, after the intra-Community acquisition of goods has been
made, the person acquiring the goods obtains a refund of the excise
duty paid in the Member State in which dispatch or transport of the
goods began, the taxable amount shall be reduced accordingly in the
Member State in the territory of which the acquisition was made.
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CHAPTER 4

Importation of goods

Article 85

In respect of the importation of goods, the taxable amount shall be the
value for customs purposes, determined in accordance with the
Community provisions in force.

Article 86

1.  The taxable amount shall include the following factors, in so far as
they are not already included:

(a) taxes, duties, levies and other charges due outside the Member State
of importation, and those due by reason of importation, excluding
the VAT to be levied;

(b) incidental expenses, such as commission, packing, transport and
insurance costs, incurred up to the first place of destination within
the territory of the Member State of importation as well as those
resulting from transport to another place of destination within the
Community, if that other place is known when the chargeable event
occurs.

2. For the purposes of point (b) of paragraph 1, ‘first place of desti-
nation’ shall mean the place mentioned on the consignment note or on
any other document under which the goods are imported into the
Member State of importation. If no such mention is made, the first
place of destination shall be deemed to be the place of the first
transfer of cargo in the Member State of importation.

Article 87

The taxable amount shall not include the following factors:
(a) price reductions by way of discount for early payment;

(b) price discounts and rebates granted to the customer and obtained by
him at the time of importation.

Article 88

Where goods temporarily exported from the Community are re-imported
after having undergone, outside the Community, repair, processing,
adaptation, making up or re-working, Member States shall take steps
to ensure that the tax treatment of the goods for VAT purposes is the
same as that which would have been applied had the repair, processing,
adaptation, making up or re-working been carried out within their
territory.

Article 89

Member States which, at 1 January 1993, were not availing themselves
of the option under Article 98 of applying a reduced rate may provide
that in respect of the importation of works of art, collectors' items and
antiques, as defined in points (2), (3) and (4) of Article 311(1), the
taxable amount is to be equal to a fraction of the amount determined
in accordance with Articles 85, 86 and 87.

The fraction referred to in the first paragraph shall be determined in
such a way that the VAT thus due on the importation is equal to at least
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5 % of the amount determined in accordance with Articles 85, 86
and 87.

CHAPTER 5

Miscellaneous provisions

Article 90

1. In the case of cancellation, refusal or total or partial non-payment,
or where the price is reduced after the supply takes place, the taxable
amount shall be reduced accordingly under conditions which shall be
determined by the Member States.

2. In the case of total or partial non-payment, Member States may
derogate from paragraph 1.

Article 91

1. Where the factors used to determine the taxable amount on impor-
tation are expressed in a currency other than that of the Member State in
which assessment takes place, the exchange rate shall be determined in
accordance with the Community provisions governing the calculation of
the value for customs purposes.

2. Where the factors used to determine the taxable amount of a
transaction other than the importation of goods are expressed in a
currency other than that of the Member State in which assessment
takes place, the exchange rate applicable shall be the latest selling
rate recorded, at the time VAT becomes chargeable, on the most rep-
resentative exchange market or markets of the Member State concerned,
or a rate determined by reference to that or those markets, in accordance
with the rules laid down by that Member State.

However, for some of the transactions referred to in the first subpara-
graph or for certain categories of taxable persons, Member States may
use the exchange rate determined in accordance with the Community
provisions in force governing the calculation of the value for customs
purposes.

Article 92

As regards the costs of returnable packing material, Member States may
take one of the following measures:

(a) exclude them from the taxable amount and take the measures
necessary to ensure that this amount is adjusted if the packing
material is not returned;

(b) include them in the taxable amount and take the measures necessary
to ensure that this amount is adjusted if the packing material is in
fact returned.
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TITLE VIII
RATES

CHAPTER 1

Application of rates

Article 93

The rate applicable to taxable transactions shall be that in force at the
time of the chargeable event.

However, in the following situations, the rate applicable shall be that in
force when VAT becomes chargeable:

(a) in the cases referred to in Articles 65 and 66;
(b) in the case of an intra-Community acquisition of goods;

(c) in the cases, concerning the importation of goods, referred to in the
second subparagraph of Article 71(1) and in Article 71(2).

Article 94

1. The rate applicable to the intra-Community acquisition of goods
shall be that applied to the supply of like goods within the territory of
the Member State.

2. Subject to the option under Article 103(1) of applying a reduced
rate to the importation of works of art, collectors' items or antiques, the

rate applicable to the importation of goods shall be that applied to the
supply of like goods within the territory of the Member State.

Article 95

Where rates are changed, Member States may, in the cases referred to in
Articles 65 and 66, effect adjustments in order to take account of the
rate applying at the time when the goods or services were supplied.

Member States may also adopt all appropriate transitional measures.

CHAPTER 2

Structure and level of rates

Section 1
Standard rate
Article 96

Member States shall apply a standard rate of VAT, which shall be fixed
by each Member State as a percentage of the taxable amount and which
shall be the same for the supply of goods and for the supply of services.

Article 97

1. From 1 January 2006 until 31 December 2010, the standard rate
may not be less than 15 %.
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2. The Council shall decide, in accordance with Article 93 of the
Treaty, on the level of the standard rate to be applied after 31 December
2010.

Section 2

Reduced rates

Article 98

1. Member States may apply either one or two reduced rates.

2. The reduced rates shall apply only to supplies of goods or services
in the categories set out in Annex IIL

The reduced rates shall not apply to the services referred to in point (k)
of Article 56(1).

3. When applying the reduced rates provided for in paragraph 1 to
categories of goods, Member States may use the Combined Nomen-
clature to establish the precise coverage of the category concerned.

Article 99

1.  The reduced rates shall be fixed as a percentage of the taxable
amount, which may not be less than 5 %.

2. Each reduced rate shall be so fixed that the amount of VAT
resulting from its application is such that the VAT deductible under
Articles 167 to 171 and Articles 173 to 177 can normally be
deducted in full.

Article 100

On the basis of a report from the Commission, the Council shall,
starting in 1994, review the scope of the reduced rates every two years.

The Council may, in accordance with Article 93 of the Treaty, decide to
alter the list of goods and services set out in Annex III

Article 101

By 30 June 2007 at the latest the Commission shall present to the
European Parliament and the Council an overall assessment report on
the impact of reduced rates applying to locally supplied services,
including restaurant services, notably in terms of job creation,
economic growth and the proper functioning of the internal market,
based on a study carried out by an independent economic think-tank.

Section 3

Particular provisions

Article 102

Member States may apply a reduced rate to the supply of natural gas, of
electricity or of district heating, provided that no risk of distortion of
competition thereby arises.

Any Member State intending to apply a reduced rate under the first
paragraph must, before doing so, inform the Commission accordingly.
The Commission shall decide whether or not there is a risk of distortion
of competition. If the Commission has not taken that decision within
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three months of receipt of the information, no risk of distortion of
competition shall be deemed to exist.

Article 103

1. Member States may provide that the reduced rate, or one of the
reduced rates, which they apply in accordance with Articles 98 and 99
is also to apply to the importation of works of art, collectors' items and
antiques, as defined in points (2), (3) and (4) of Article 311(1).

2. If Member States avail themselves of the option under
paragraph 1, they may also apply the reduced rate to the following
transactions:

(a) the supply of works of art, by their creator or his successors in title;

(b) the supply of works of art, on an occasional basis, by a taxable
person other than a taxable dealer, where the works of art have been
imported by the taxable person himself, or where they have been
supplied to him by their creator or his successors in title, or where
they have entitled him to full deduction of VAT.

Article 104

Austria may, in the communes of Jungholz and Mittelberg (Kleines
Walsertal), apply a second standard rate which is lower than the corre-
sponding rate applied in the rest of Austria but not less than 15 %.

Article 105

Portugal may, in the case of transactions carried out in the autonomous
regions of the Azores and Madeira and of direct importation into those
regions, apply rates lower than those applying on the mainland.

CHAPTER 3

Temporary provisions for particular labour-intensive services

Article 106

The Council may, acting unanimously on a proposal from the
Commission, allow Member States to apply until 31 December 2010
at the latest the reduced rates provided for in Article 98 to services
listed in Annex IV.

The reduced rates may be applied to services from no more than two of
the categories set out in Annex IV.

In exceptional cases a Member State may be allowed to apply the
reduced rates to services from three of those categories.

Article 107

The services referred to in Article 106 must meet the following
conditions:

(a) they must be labour-intensive;
(b) they must largely be provided direct to final consumers;

(c) they must be mainly local and not likely to cause distortion of
competition.
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There must also be a close link between the decrease in prices resulting
from the rate reduction and the foreseeable increase in demand and
employment. Application of a reduced rate must not prejudice the
smooth functioning of the internal market.

Article 108

Any Member State wishing to apply for the first time after 31 December
2005 a reduced rate to one or more of the services referred to in
Article 106 pursuant to this Article shall inform the Commission
accordingly no later than 31 March 2006. It shall communicate to it
before that date all relevant information concerning the new measures it
wishes to introduce, in particular the following:

(a) scope of the measure and detailed description of the services
concerned;

(b) particulars showing that the conditions laid down in Article 107
have been met;

(c) particulars showing the budgetary cost of the measure envisaged.

CHAPTER 4

Special provisions applying until the adoption of definitive
arrangements

Article 109

Pending introduction of the definitive arrangements referred to in
Article 402, the provisions laid down in this Chapter shall apply.

Article 110

Member States which, at 1 January 1991, were granting exemptions
with deductibility of the VAT paid at the preceding stage or applying
reduced rates lower than the minimum laid down in Article 99 may
continue to grant those exemptions or apply those reduced rates.

The exemptions and reduced rates referred to in the first paragraph must
be in accordance with Community law and must have been adopted for
clearly defined social reasons and for the benefit of the final consumer.

Article 111

Subject to the conditions laid down in the second paragraph of
Article 110, exemptions with deductibility of the VAT paid at the
preceding stage may continue to be granted in the following cases:

(a) by Finland in respect of the supply of newspapers and periodicals
sold by subscription and the printing of publications distributed to
the members of corporations for the public good;

(b) by Sweden in respect of the supply of newspapers, including radio
and cassette newspapers for the visually impaired, pharmaceutical
products supplied to hospitals or on prescription, and the production
of, or other related services concerning, periodicals of non-profit-
making organisations.

Article 112

If the provisions of Article 110 cause for Ireland distortion of compe-
tition in the supply of energy products for heating and lighting, Ireland
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may, on specific request, be authorised by the Commission to apply a
reduced rate to such supplies, in accordance with Articles 98 and 99.

In the case referred to in the first paragraph, Ireland shall submit a
request to the Commission, together with all necessary information. If
the Commission has not taken a decision within three months of
receiving the request, Ireland shall be deemed to be authorised to
apply the reduced rates proposed.

Article 113

Member States which, at 1 January 1991, in accordance with
Community law, were granting exemptions with deductibility of the
VAT paid at the preceding stage or applying reduced rates lower than
the minimum laid down in Article 99, in respect of goods 