
K provides a number of Unit Trust fund managers with services. It 
effectively takes source data of the managers, and calculates taxable 
income and provides tax statements for the individual investors.

BBKAG provides specialist software to fund managers, providing risk 
management and performance data.  

The question from the Austrian courts (arising because the tax 
authority ruled that the supplies were standard rated) is whether the 
third party services can be treated as “the management of special 
investment funds as defined by the Member States” (see Article 
135(1)(g) of the PVD).  

Quoting widely from the 2006 judgement in Abbey National Plc (C-
169/04) the Court did not give a definitive view on the liability of each 
taxpayer's services, but put the onus back to the Austrian court to look 
at the detailed circumstances. They did say the directive means the 
services will be exempt “if they are intrinsically linked to the 
management of unit trusts and if they are provided exclusively for the 
purposes of managing such funds, even if these services are not 
outsourced in their entirety”.

The Judgement was made without the benefit of a formal opinion from 
the Advocate General; this is because the Court did not consider the 
questions it has been asked represent a new point of law. 

The wording in Abbey National is subtly different, when it said - the 
concept of "management of special investment funds" covers the 
services performed by a third party manager if, viewed broadly they 
form a distinct whole, and are specific to and essential for, the 
management of those funds.

: this Judgement, arguably, does not advance the position 
very far if at all.  The difference in the words of the judgement from that 
of Abbey National, is that there is no mention of the services forming a 
“distinct whole”. However, this may be too subtle to be of assistance.

Perhaps more helpful was the July 2020 judgement in  Blackrock 
Investment Management (UK) (C-231/19).  Where similar services to 
those described above were supplied, through a single platform, to 
both special investment funds, and other funds.  The Court ruled that 
exemption could not apply because the services were not specifically 
for special investment funds.  Careful design of services, and 
structuring of contracts appears to be key to maximising VAT 
exemption..
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