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Revenue opens door to staff canteen refund claims

Following the European Court of Justice judgment in the
Hotel Scandic case, which ruled that in the case of
subsidised staff canteens, VAT had to be accounted for on
the consideration received from the staff and not on some
calculated cost figure, Revenue have finally accepted that
the manner in which VAT has been applied to subsidised
staff canteens in Ireland is not in accordance with the
relevant provisions of the EU Sixth VAT Directive

Revenue's decision opens the door for
many employers to obtain a refund of
VAT overpaid to date under either the
previous statutory or concessional
basis for dealing with VAT on staff
canteens. In addition, going forward
most employers will have to change
the manner in which they account for
VAT on their canteens.

Time is of critical importance. Under
current Irish VAT legislation a claim
must be filed within four years from the
end of the VAT period to which the
claim relates.
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How do | know if | have
overpaid VAT?

This is dependent on the method by
which you have previously dealt with
VAT on your staff canteen, namely the
statutory or concessional basis as
explained below.

e Where you have been using the
statutory basis.

Where you have been accounting for
VAT on the statutory basis (i.e.
calculating your VAT based on the total
cost of running the canteen) an
overpayment will have arisen where the
amount of VAT accounted on this basis
exceeds VAT due on the takings
received. In principle an overpayment
will have arisen where the canteen has
been subsidised in part by the
employer.

Therefore your repayment entitlement
should be equal to the difference
between the VAT accounted for on the
cost of operating the canteen and the
VAT amount due on canteen takings.

¢ Where you have been using the
concessional basis (using an
outside caterer).

Where you have been accounting for
VAT on the concessional basis (i.e.
denying yourself an input credit on all
canteen related costs) a repayment of
VAT should arise where the VAT
calculated on the takings you receive is
less than the input credit previously
denied, though the nature of the
arrangements with the caterer could be
important.

Therefore, in the case of a subsidised
canteen, your repayment entitlement
should be equal to the difference
between the amount of VAT incurred
on the cost of running the canteen,
which you were not allowed to deduct,
and the VAT amount due on the
takings you have received.
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| have overpaid, how do | file
a claim?

Claims should be submitted in writing
to your local Inspector of Taxes and
should be supported by the
appropriate schedules and
computations.

Please note that statutory time limits
apply and claims must be submitted
within 4 years from the end of the
taxable period to which the claim
relates. Therefore, we recommend that
you take immediate action to establish
whether you are entitled to a VAT
repayment. Where a repayment claim
arises we expect that statutory interest
will be paid at the rate of 0.011% per
day, which will amount to
approximately 4% per annum.

Please note that establishing whether a
right to repayment exists and
quantifying the level of repayment is
complex, depending on, amongst other
things, the precise nature of the
contract with the caterer, the basis on
which the canteen has been treated for
VAT purposes in the past, whether the
employer holds a VAT 13B
authorisation, etc.

Our VAT specialists will be pleased to
provide you with any assistance and
guidance which you may require. If
you wish to obtain further information
or should you need any assistance in
preparing and filing a claim please do
not hesitate to contact us.

Where a repayment claim arises a
corporation tax adjustment may be
required on the basis that VAT inclusive
costs were expensed through the Profit
& Loss Account in earlier years. The
Revenue have indicated that they will
not re-open corporation tax
computations for prior years, but that
they will deal with any corporation tax
adjustments as part of the VAT reclaim.

How do | deal with my
canteen going forward?

In the case of a partly subsidised staff
canteen you will be obliged to account
for VAT on the actual takings. You will
need to split these between food
which is liable to VAT at 13.5% and
foods/drinks which are liable to 21%
(e.g. soft drinks, alcoholic drinks, and
some confectionery). You should be
entitled to take a VAT input credit in
relation to all canteen related costs
subject to the normal rules. However,
the precise nature of your contractual
relationship with the caterer should be
reviewed before you alter the basis on
which you account for VAT.

This document is intended only to provde a
general guide to the subject matter. Professional
advice should always be taken before acting on
any information contained in this guide.
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