
Jupiter Asset Management Group Ltd was the representative member of a 
VAT group (JAMG) that included JFM Plc, which made management charges 
to a VAT group represented by Jupiter Investment Management Group Ltd 
(JIMG). HMRC considered that the level of management charges was too 
low,  and  directed JAMG to charge VAT by reference to an open market 
value (OMV), and assessed it for output tax. 

In a long and detailed decision, the FTT considered that OMV for VAT 
purposes has to be calculated by reference either to a comparable 
transaction (in this case, there was none) or to the full cost of JAMG’s 
management services.

The full cost included all the services on which JAMG had recovered input tax 
(which, by definition, were cost components of a supply by JAMG). It also 
included costs which were not subject to VAT, in particular the remuneration 
of Jupiter’s executive directors who were employed by JFM Plc even though 
in practice they were paid by JIMG. JAMG’s appeal was dismissed. 

Where two parties are related, and the customer is not entitled to recover all 
the VAT incurred, then HMRC may make an open market direction with up to 
3 years’ retrospective effect.  It is not clear from the FTT judgement how 
long the JAMG arrangement had been in place before HMRC noticed and 
issued the direction, so it may have been effective for some time. 

It appears that HMRC became aware that there had been an IPO (Initial 
Public Offering), which is a time consuming and expensive project.  As most 
readers will be aware, VAT on professional fees is a contentious area 
between HMRC and taxpayers, so, perhaps predictably, HMRC made an 
assessment to recover the VAT that JAMP had recovered (the input tax 
assessment).  Having been caught out on technical arguments in the past 
HMRC hedged its bets by also issuing the market value direction, and 
assessed output tax  based on an estimate of the value (the output tax 
assessment).  

The Tribunal appears to have explored every angle of how to come to the 
open market value, dismissing the analogous guidance from direct tax and 
transfer pricing, referring to the Principal VAT Directive (whose provisions 
are more widely drafted than those of HMRC.

It seems that HMRC’s tactics may have resulted in more VAT 
going into their coffers than would have been the case if Jupiter had a single 
VAT group.  The Judgement is so long and detailed it seems that the Judge is 
expecting Jupiter to appeal further. Watch this space.
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