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Subject: Petition 0681/2010 by Mark Sowery (British), on VAT charged by telephone 
companies in the Canary Islands

1. Summary of petition

The petitioner objects to the VAT charged by the Telefónica O2UK mobile telephony 
provider, in the Canary Islands. He contests the admissibility of the VAT charges and is 
accordingly seeking an investigation into the alleged fraud.

2. Admissibility

Declared admissible on 22 October 2010. Information requested from Commission under 
Rule 202(6).

3. Commission reply, received on 13 January 2011.

The petition

The petitioner refers to the fact that a certain company established in the UK (Telefónica O2 
UK Ltd, hereinafter, "the company") is charging VAT on mobile roaming calls made in the 
Canary Islands. He has made it clear to the company that VAT is not applicable in the 
territory of the Canary Islands and he has been told by the company that "even though the 
Canary Islands itself is exempt from VAT the operators which we have agreements with do 
choose to apply VAT so we pass this charge onto our customers". He takes the view that this 
behaviour is illegal.

The Commission's observations
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The petitioner has already addressed the Commission on this issue. On 31 August 2010 
DG TAXUD' services replied to him in the following terms:

"Even though the reply of Telefónica O2 UK Ltd is confusing and misleading it seems not 
incorrect on the substance (= UK VAT is due on mobile roaming calls made in the Canary 
Islands). From the explanations you provide to us, we take as assumption that the 
telecommunications services are provided to UK private consumers (not VAT taxable 
persons).
According to the VAT Directive (articles 59a and 59b…), telecommunication services 
supplied by operators established outside the EU (i.e. the Canary Islands1) to private 
consumers residing in the EU are taxable at the place where they are effectively used and 
enjoyed. In the case of mobile roaming calls made by UK residents in the Canary Islands, 
VAT is thus due in the UK by the supplier of telecom services established outside the EU. The 
supplier of the telecom services being liable of the VAT due in the UK should normally 
register in the UK. Here Telefónica O2 UK Ltd is probably taking this responsibility in the 
place of the Canarian providers.
The reason of this VAT treatment is to avoid distortion of competition for telecommunications 
companies established within the EU.
If the telecom services provided to a UK resident are effectively used and enjoyed in the 
Canary Islands (and not in the UK), then the UK VAT would not be due. However, this is a 
factual assessment to be made by the UK VAT administration. As from 2015, the 
interpretation issue will be cleared as telecom services will be taxable at the place where the 
private consumer is established".
At this stage, the Commission reiterates the assessment expounded above.

Conclusion
The petition does not offer grounds for any legal action that the Commission could properly 
undertake against any Member State of the EU, since the situation denounced does not appear 
to be in breach of EU Law.

                                               
1 The Canary Islands are not a part of the EU only as far as VAT is concerned.


