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This exam paper has three parts: Part A, Part B and Part C. 

You need to answer five questions in total. 

You must answer: 

• Both questions in Part A (25 marks each) 

• The question in Part B (20 marks) 

• Two questions from Part C (15 marks each) 

Further instructions 
• All workings should be made to the nearest month and in appropriate monetary currency, 

unless otherwise stated. 

• As you are using the on-screen method to complete your exam, you must provide 
appropriate line breaks between each question, and clearly indicate the start of each new 
question using the formatting tools available. 

• Marks are specifically allocated for clarity of presentation of your answers. 

• The time you spend answering questions should correspond broadly to the number of 
marks available for that question. You should therefore aim to spend approximately half 
of your time answering Part A, and the other half answering questions in Parts B and C. 

• The first 15 minutes of the exam is reading time. You will be allowed to annotate the 
question paper during this time; however, you will not be permitted to start writing or 
typing your answer. The Presiding Officer will inform you when you can start answering 
the questions. 
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PART A 
 

You are required to answer BOTH questions from this Part. 
 
1. Minos Inc. is a USA manufacturing group with a head office in California, and a range of 

companies and branches established in EU member states which distribute the group’s 
products to customers in the EU and eastern Europe.  

 
The group’s main product line consists of medical equipment, which is widely used in the 
medical care industry. Two of the group’s EU-established companies also sell 
downloadable medical software which can be loaded onto the group’s products. 
 
Some EU group companies have recently made changes to their operations, and the 
head of tax has asked you to advise on the key VAT aspects of each of the changes 
below: 

 
1) Minos Boldonia Ltd (MBL) is a subsidiary established in Boldonia, an EU member 

state. It will supply a medical machine to a hospital established in Azonia, another  
EU member state, transporting it from Boldonia, and will install the machinery at 
the hospital’s premises in Azonia using MBL’s own engineering staff. The hospital 
manager is asking whether it is possible to use its own local Azonian engineer for 
the installation of the machine in order to reduce the cost. The local engineer will 
invoice the hospital directly. 

 
2) Taurus Ltd (Taurus), a Minos Inc. subsidiary in Boldonia, sells medical software 

downloads to customers, in northern and eastern EU member states. Previously, 
customer orders for the whole of the EU were supplied solely by Taurus from its 
establishment in Boldonia. Most customers are businesses, specifically hospitals 
and clinics, but Taurus will also make some sales to non-taxable persons in other 
EU member states. 

 
3) The head office of MBL seconded staff whose employment contracts were with 

the Boldonian company, to MBL’s Bithanian subsidiary, and to its Swiss and 
Nordian branches, for short periods. Bithania and Nordia are member states of the 
EU and both the Bithanian subsidiary and the Nordian branch are separately 
registered for VAT in their respective member states. The cost of the employees’ 
salaries, marked up by 10% to cover associated employment costs, was charged 
to the subsidiaries and branches by the head office. 

 
4) An Azonian-established supplier, Stone Ltd, invoiced MBL for some spare parts 

which were dispatched directly from Azonia to MBL’s Bithanian clinic customer, 
Bithanian Clinic Centre Ltd (BCC). MBL invoiced BCC in its own name, making a 
profit on the transaction. MBL arranged for the transport of the goods from Azonia 
to Bithania and paid the transport company’s invoice. 

 
You are required to describe in a formal letter the likely VAT treatment applying to 
each of the above aspects, including place of supply, supporting your views with 
reference to EU VAT legislation and case law.                                         (25) 
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2. Soupil Ltd (Soupil) is a construction business established in Alasiyia, an EU member 
state. The directors have decided to expand the business by opening a new marina in 
Bordonia, a neighbouring member state. Both member states are in the eurozone. Soupil 
will establish a fully furnished office in Bordonia for the purposes of the daily management 
of the operations of the marina.  

 
The following activities will take place: 

 
1) Soupil’s office in Bordonia will have five employees. In addition it will receive 

management and consultancy services from two non-executive directors of Soupil 
with regards to office operations in Bordonia such as yacht berthing. The directors 
will invoice personally the Bordonian office on a monthly basis for their services, 
but they will never come to Bordonia. 

 
2) Soupil has entered into a lease agreement with Estates Ltd, a company 

established in Bordonia. As per the lease terms, Soupil will be leasing a plot of 
land which is located in Bordonia for fifteen years. 

 
3) Provision of construction services by a supplier established in Elopia, another EU 

member state. As per the service agreement, the supplier will develop a marina 
on the leasehold plot located in Bordonia. 

 
4) Soupil, after the completion of the marina, will enter into a berth management 

services with yacht owners, who will be established within and outside the EU. 
Soupil will provide yacht berthing services by making available an appropriate 
yacht parking place in the marina located in Bordonia upon the client’s request. 

 
5) Soupil has a general website advertising contract with a US advertising agency 

which promotes all activities of its group. The berth management services will be 
advertised via banner ads on the website. 

 
You are required to write a letter to the finance director of Soupil Ltd, detailing the 
VAT treatment of each of the proposed activities, including place of supply, 
supporting your views with reference to EU VAT legislation and case law. 
Particular reference to the concept of “fixed establishment” is required.                 (25) 
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PART B 
 

You are required to answer THIS question. 
 

3. Europa Trade Ltd (ETL) is a company established within a member state of the EU. Its 
business operations entail significant cross-border trade in goods across the EU, 
primarily on a business-to-business (B2B) basis. 

 
ETL’s tax director is aware that the European Council had, towards the end of 2018, 
approved proposals for the so-called EU ‘VAT quick fixes’. These VAT quick fixes take 
effect as from 1 January 2020 and the tax director has learned, at a recent tax conference 
she attended, that these could have a significant impact on businesses trading goods 
internationally. 
 
The tax director has asked you to provide an overview of each of the four VAT quick 
fixes, highlighting the main features of each and the resulting potential implications for 
ETL’s business. 
 
You are required to write a memorandum to the tax director, addressing this 
request.                                                                                                                                                              (20) 
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PART C 
 

You are required to answer TWO questions from this Part. 
 

4. Article 135(1)(d) PVD provides that member states shall exempt “transactions, including 
negotiation, concerning deposit and current accounts, payments, transfers, debts, 
cheques and other negotiable instruments, but excluding debt collection”. The scope of 
this VAT exemption for payments or transfers has been the subject of several 
pronouncements of the Court of Justice of the European Union (CJEU) which have, inter 
alia, confirmed that mere technical or administrative services relating to a payment or 
transfer generally do not qualify for this VAT exemption. 

 
You are required to discuss the circumstances in which the VAT exemption for 
payments or transfers may be considered to be applicable in the light of relevant 
pronouncements of the CJEU.                                                                                                             (15) 

 
 
5. You are required to discuss the concept of “abuse of rights” in the context of EU 

VAT legislation. Your answer should refer to the salient judgments of the Court of 
Justice of the European Union (CJEU) in which this concept has been considered 
and developed.                                                                                                                                              (15) 

 
 
6 You are required to provide an overview of the key principles relevant in 

determining the deductible proportion of input tax, for a fixed establishment 
supporting its primary business establishment located in another EU member 
state. 

 
Your answer should address scenarios in which the primary business 
establishment is engaged in fully VAT taxable supplies, as well as scenarios in 
which the primary business establishment is engaged in both taxable and exempt 
supplies. You should refer to relevant cases of the Court of Justice of the 
European Union (CJEU), including the judgment in Morgan Stanley (Case C-
165/17).                                                                    (15) 
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7. Dream Travel Ltd (DTL), a company established and registered for VAT in Bithania, an 
EU member state, has approached you, seeking advice regarding its following planned 
activities:  

 
1) DTL will buy-in (directly from USA and EU suppliers) and re-sell the following travel 

services to other EU travel agents (EU legal entities) and/or EU individuals: 
 
• Passenger transport services, specifically Caribbean cruises; 
• Restaurant services onboard the ships; 
• Excursion and tourist guide services; and 
• Restaurant and accommodation services in the United States. 

 
DTL will pay also a commission to some US and EU agents and some consultancy 
fees to a Bithanian adviser in regards with a feasibility study. DTL will also incur 
various overhead expenses by receiving supplies of services from EU suppliers 
and occasionally it will pay VAT on some of those supplies in other EU member 
states.  
 

2) DTL will act as an agent of the cruise companies, receiving a commission for its 
agency services. 

 
3) DTL will purchase its one vessel from a supplier established in Bordonia, an EU 

member state, in order to carry out the cruises. The vessel will be delivered from 
Bordonia to Bithania immediately before entering into service. 

 
Your client has asked what the Tour Operators Margin Scheme (TOMS) is, and 
whether it is relevant to its activities. In addition, the client asks about the 
possibility of making a recovery claim of any input VAT to be incurred and how its 
planned activities will be treated for VAT purposes.                                              (15) 


