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Computing centre services from VAT point of view

According to Council Directive 2006/112/EC on the common system of value added tax, the place of supply

of services connected with immovable property is the place where the immovable property is located.

Should this specific rule apply also to computing centre services with which a trader provides its customers

with equipment cabinets in a computing centre for holding customers” servers together with ancillary

services? Should these services be considered as services connected with immovable property for VAT

purposes?

In this publication of our News Flash, we would like to briefly introduce you the recent conclusion of the

European Court of Justice (ECJ) in the case C-215/19 A Oy, which dealt with the determination of the place

of supply for VAT purposes of computing centre services.

Background of the case

The company A Oy, a tax resident in Finland,
offers computing centre services to its customers
established in Finland and in other Member
States of the European Union. These services
include the provision of a server cabinet with a
lockable door, power supply and services
ensuring the best possible operating environment
for servers, such as temperature and humidity
control, cooling protection, power supply
interruptions monitoring, fire alarm, electronic

access control and others.

The server cabinets are bolted to the floor in a
building rented by A Oy. The users place their
own devices in the server cabinets, which are
also screwed into the server cabinets and can be
removed in a matter of minutes. Customers do
not have a key to the server cabinets, where their
servers are placed, but after verification of their
identity, they can receive it from the security
service. The company A Oy is not entitled to

access its customers' server cabinets.

The tax office was of the opinion that the
computing centre services should be considered
as services connected with immovable property
as the rental of the technical space for the hosting
of customers” servers is a major and necessary
element of the package of services provided by A
Oy.

Later on, the Helsinki Administrative Court
decided to annul the tax office resolution, stating
that although the server cabinets, which are
intended for placing of the servers, were bolted to
the floor, they could be moved without destroying
or modifying the building and therefore, they do
not constitute immovable property. According to
the administrative court in this case, the company
A Oy provides its customers with package of
services, the main purpose of which is to provide
customers with the best environment for the

operation of their own servers.
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Should the server cabinets be
considered for VAT purposes as

immovable property?

The case was brought before the Supreme
Administrative Court of Finland, which requested
the ECJ for a preliminary ruling to the following

questions:

= Should the computing centre services
with  which a trader provides its
customers with server cabinets in a
computing centre for holding customers’
servers together with ancillary services
be regarded as the leasing or letting of
immovable property?

= Alternatively, should these services in
question be regarded as a service
connected with immovable property, the
place of supply of which is the location of

the property?

Disclaimer

Please note that our publications have been prepared for
general guidance on the matter and do not represent a
customized professional advice. Furthermore, because the
legislation is changing continuously, some of the information
may have been modified after the publication has been
released. Accace does not take any responsibility and is not
liable for any potential risks or damages caused by taking
actions based on the information provided herein.

The ECJ decision

According to the ECJ, the computing centre
services in question do not constitute the leasing
of immovable property falling within the VAT
exemption. The ECJ assumes that the provider
does not restrict itself to passively providing
space or places to its customers by guaranteeing
them the right to occupy it as if they were the
owners. The ESD further argues that server
cabinets are not an integral part of the building in
which they are installed nor are they installed

there permanently.

According to the ECJ, the computing centre
services also do not constitute services
connected with immovable property, where those
customers do not enjoy the right to exclusive use
of the part of the building in which the server

cabinets are installed.
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Katarina Balogova
Tax Director

E-mail: Katarina.Balogova@accace.com

Tel.: + 421 2 325 53 000

About Accace Slovakia

Accace was established in 2006 in Bratislava. Accace Slovakia currently employs more than 120
professionals and provides a comprehensive range of services in the field of accounting outsourcing
services, payroll processing and HR administration, tax and business advisory, legal and corporate
services, up to advisory services for start-ups. In 15 years, we have developed into an innovative provider
of full-range BPO services. We are regularly listed among the TOP 10 advisory companies in Slovakia.
The legal services are provided by our own established law firm, Accace Legal. You can find us both in
Bratislava and Kosice. Within Accace Group, we connect more than 600 experts in 40 locations and
provide services to more than 2,000 clients.

About Accace Circle

Accace operates internationally as Accace Circle, a co-created business community of like-minded BPO
providers and advisors who deliver outstanding services with elevated customer experience. Covering
almost 40 jurisdictions with over 2,000 professionals, we support more than 10,000 customers, mostly
mid-size and international Fortune 500 companies from various sectors, and process at least 170,000 pay
slips globally.

Please visit www.accace.com and www.circle.accace.com for more information.
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