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Welcome to the September 2017 edition of GITN, covering updates
from the Americas, Asia Pacific and EMEA regions.
Features of this edition include the provisional entry into force of
the Comprehensive Economic and Trade Agreement (CETA)
between the EU and Canada, an update on GST in India, a CJEU
judgment from France concerning the meaning of ‘establishment’
for VAT purposes, a VAT implementation update from the Gulf
Cooperation Council, and the introduction of a VAT reverse charge
for telecommunications services in the Netherlands.
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Country summaries
Americas
Canada – EU

As of 21 September 2017, the
Read More
Comprehensive Economic and
Trade Agreement between the EU
and Canada provisionally entered
into force.

Colombia

The previous tax reform included
a VAT exclusion for certain digital
services, which has now been
regulated by the tax authorities.

Read More

The Government has established
new tariff benefits for the import
of agroindustry goods and capital
assets.
The authorities are considering a
price threshold for the textile
industry that will determine the
merchandise that will be subject
to control and review by the
authorities.

Asia Pacific
India

There is an update on a number
Read More
of GST issues, including a revision
of GST rates for a number of
goods and services and an
extension to the due dates for the
filing of GST returns.
There is an update on recent
case law relating to customs
and service tax.

Malaysia

The tax authorities have clarified
certain GST issues, including
penalties on GST filing, input tax
credit from bills of demand, and
Minister’s Relief 1/2017 (on the
supply of services provided
directly in connection with goods
for export to an overseas
customer).
There is a further update on the
GST treatment of recovery of
repair costs under manufacturer
warranty.

Read More

EMEA
EU-Canada

As of 21 September 2017, the
Read More
Comprehensive Economic and
Trade Agreement between the EU
and Canada provisionally entered
into force.

Denmark

The tax authorities have issued a Read More
binding ruling that a foreign
supplier was not required to
register for VAT when
transferring goods to a Danish
warehouse only accessible by the
Danish customer.
There is an increasing focus on
VAT issues for foreign webshops
selling goods to Danish
customers.
There is a new regulation
regarding the VAT treatment of
the private use of a company’s
assets by employees.
It has been announced that the
tax authorities will be
restructured into seven new
agencies.

Finland

The Supreme Administrative
Court has issued a decision on
VAT deduction for costs relating
to the sale of shares.

France

There has been a case
Read More
concerning the meaning of
‘establishment’ for VAT purposes.
The tax authorities have clarified
the scope of the anti-fraud
legislation that requires a
certification for cash register
software as from 1 January 2018.
The customs authorities have
provided some details regarding
export documentation
requirements for non-established
companies.

Read More

GCC

Among the six Member States of
the Gulf Cooperation Council, the
United Arab Emirates and Saudi
Arabia continue to lead the way
towards the implementation of
VAT, scheduled for 1 January
2018.

Read More

Italy

There has been an extension to
the deadline for the ecommunication of data on
invoices issued and received for
the period January to June 2017.

Read More

Simplifications to Intrastat
reporting have been announced.
The customs agency has clarified
the operative procedures to be
followed by a third person (other
than the debtor) to apply for a
comprehensive guarantee
authorization.
Netherlands

An obligatory VAT reverse charge Read More
for business to business supplies
of telecommunications services
applies from 1 September 2017.
A court has ruled that an
operator of a transfer station with
park and ride facilities supplies
two separate services.
In the 2018 Tax Plan, the
Government included a proposal
for a refinement of the definition
of medicine for the application of
the reduced VAT rate as of 1
January 2018.
From 1 July 2017, the customs
authorities will require mandatory
Authorized Economic Operator
criteria for customs
representatives.

Poland

The proposal for mandatory daily
SAF-T bank statement files has
been withdrawn.
Work is ongoing to develop
standards for the due diligence of
suppliers.
Implementation of the retail sales
tax has been postponed to 1
January 2019.

Read More

Portugal

The tax authorities have provided Read More
clarifications regarding the VAT
reverse charge on the import of
goods.
A Decree-Law has been published
regarding changes to the general
deadline for electronic
notifications and creating the
digital unique address.

Russia

A draft law introducing
Read More
amendments to the Tax Code has
been submitted to the State
Duma, including proposed VAT
changes.
There have been amendments to
the rules for the completion of
VAT invoices and other
documents.
There are draft amendments to
the customs regulation due to the
introduction of a new Eurasian
Economic Union Customs Code.
There has been a decrease in
certain export customs duty rates
due to Russia’s obligations to the
WTO.

Serbia

A VAT calculation overview must
be submitted with the VAT return
from 1 January 2018.

Read More

South Africa

There has been an application for
a rebate provision for stainless
steel fasteners.

Read More

United
Kingdom

There has been a case on the VAT Read More
treatment of a loyalty scheme.

Eurasian
Economic
Union

There has been an import
customs duty rate decrease for
certain goods.

Read More

A technical regulation has been
adopted on the safety of
packaged drinking water.
Back to top

Americas
Canada – European Union
Comprehensive Economic and Trade Agreement
As of 21 September 2017, the Comprehensive Economic and Trade
Agreement (CETA) between the European Union (EU) and Canada
provisionally entered into force.
For more information, see European Union – Canada:
Comprehensive Economic and Trade Agreement.

Colombia
VAT exclusion for digital services regulated
The Ministry of Information and Communication Technologies has
issued Decree 1412 of August 2017, establishing the main points of
the VAT exclusion for certain digital services, which were included in
the previous tax reform.
New tariff benefits include goods not produced in Colombia
The Government has issued Decree 1343, with the main objective
of increasing the competitiveness of national industry, through a
tariff exception for more than 3400 subheadings, related to
agroindustry goods and capital assets not produced in the country.
The tariff exception will be reviewed annually.
Authorities developing decree for import textile control
The customs authorities and the Minister of Foreign Trade are
developing a decree to determine a price threshold for the textile
sector, with the main purpose of establishing a price threshold that
will determine the merchandise that will be the target of detailed
customs control, to decrease smuggling activity.
Carolina Bueno, cbueno@deloitte.com, Deloitte Colombia
Tomás Barreto, jbarreto@deloitte.com, Deloitte Colombia
Back to top

Asia Pacific
India
GST update
The GST Council has reconsidered and revised the rates of certain
goods and services. Accordingly, the rates for various services, such
as works contract services for government, printing services, job
work services relating to textiles, goods transport agency services,
etc. and goods, such as computer monitors, statues, certain food
articles, etc. have been revised.

The GST Council has proposed an increase in compensation cess
rates applicable on mid-segment cars, large cars and SUVs by 2%,
5% and 7% respectively. No change in compensation cess has been
proposed for small cars and hybrid cars.
An Electronic Way Bill (E-Way Bill) must be issued by every GST
registered person causing the movement of goods. The GST Council
has provided its in-principle approval to the E-Way Bill rules. It has
been decided that an E-Way Bill is required for the movement of
goods (worth more than INR 50,000) beyond 10 kilometers. The
said rules are likely to be effective from 1 October 2017.
A liability for e-commerce operators under the reverse charge
mechanism has also been introduced with respect to the services of
providing accommodation in hotels, inns, guest houses, clubs,
campsites or such commercial places meant for residential or
lodging purposes. However, the reverse charge liability will not
apply to e-commerce operators when the service provided through
the e-commerce operator is by a service provider registered under
GST.
Certain specific organizations such as the United Nations, foreign
diplomatic missions, etc. will be entitled to claim refund of GST paid
on inputs and input services subject to the fulfilment of prescribed
conditions.
The GST Council has also approved setting up anti-profiteering
committees in all States and at the Center. It has been proposed to
set up a screening committee which will monitor whether tax
reductions (post GST-implementation) have been passed on to
consumers.
The due date for the submission of Form GST TRAN-1 has been
extended to 30 October 2017 and the same can be revised once.
The registration for persons liable to deduct tax deducted at source
(TDS) and tax collected at source (TCS) commenced on 18
September 2017. However, the date from which the provisions of
TDS and TCS will apply will be notified at a later date
GST returns
The GST Council has also proposed an extension to the due dates
for filing GST returns for the month of July 2017:

Month

GSTR-1

GSTR-2

GSTR-3

GSTR-6

Jul 2017

10 Oct*

31 Oct

10 Nov

13 Oct

* For registered persons with aggregate turnover of more than INR
1 billion, the due date will be 3 October 2017.
Due dates for filing the abovementioned returns for subsequent
periods will be notified at a later date.
GSTR-3B (the simplified GST return) will continue to be filed for the
months of August, September, October, November and December
2017.

Customs and service tax case law
Whether importer liable to pay demurrage/detention
charges if not responsible for delay
In a recent judgment, the Supreme Court has dealt with a matter
where the Directorate of Revenue Intelligence (DRI) had received
specific intelligence that the importer firms had been importing
consignments in violation of notifications issued by Customs to
evade provisional duty imposed on their imports, and in pursuance
of such intelligence, the DRI had issued a letter to the customs
authorities to have the goods examined with the assistance of the
Chartered Engineer with regard to the nature of the imported goods
along with supporting safeguards. Until the investigation was
completed, a significant amount of demurrage payable to the port
authorities and detention charges payable to the shipping line were
due.
Accordingly, the following two issues were raised before the
Supreme Court, as the importers were not liable for any delay:


Whether any direction could be given to the port authorities
to waive the demurrage charges; and



Whether the liability to pay the demurrage/detention
charges in respect of the imported goods could be fastened
upon the DRI/customs authorities.

With regards to the first issue, the Supreme Court referred to a
number of previous judgments whereby it was held that the port
trust is a statutory authority created under a separate statute of the
Major Port Trust Act, and the rights of the port trust are not
affected by the provisions of the Customs Act and regulations made
thereunder. Further, it held that the board of trustees of the port
were entitled to charge demurrage to the importer even when the
importer was unable the clear the goods because of the detention of
goods by the customs authorities, even if the inquiry is found to be
unjustified at a later date.
Regarding the detention charges payable to the shipping line, it was
held that the charges were to be paid on the basis of a private
contract between the importers and the shipping line. Accordingly,
the DRI/custom authorities cannot be directed to pay such
detention charges unless it can be proved that the actions of the
DRI/customs authorities are absolutely mala fide or a gross abuse
of power, which was not proven in the present case.

Whether users of service provided in India by an Indian
entity in India can be termed as service recipient where
contract of provision of service is entered between Indian
entity and an entity located outside India
The services provided by a service provider rendering connectivity
services for the purpose of data transfer were classified under
‘business support services’, and were treated as export services
pursuant to a master services agreement entered into with a
telecommunications services provider situated outside India that
enters into contracts with its customers located globally. The service
provider had filed an application for refund for unutilized CENVAT
credit on the ground that it had used various input services to
provide output services that were exported out of India.
However, the Department of Revenue rejected the refund claims
and issued a ‘show cause’ notice demanding service tax and interest
in respect of amounts received from the telecommunications service
provider on the grounds that the services rendered do not qualify as
‘export of services’, as they are provided in India to Indian entities
of customers of the telecommunications service provider.
It was held by the Delhi High Court that the subscribers to the
services, i.e. customers of the telecommunications service provider,
may be the ‘users’ of the services provided by the service provider,
but under the master services agreement it was the
telecommunications service provider that was the ‘recipient’ of
service who paid for such services.
Accordingly, the provision of such services by the service provider
providing connectivity for data transfer to the telecommunications
service provider complied with the conditions of export of services
and therefore the same can be considered as ‘export of service’.
Prashant Deshpande, pradeshpande@deloitte.com, Deloitte
India

Malaysia
Tax authorities clarify certain GST issues
GST filing penalties
During the recent GST Audit and Investigation Seminar organized
by the Malaysian Institute of Accountants, an official from the Royal
Malaysian Customs Department (RMCD) indicated that the penalty
for late GST filing would be applied in the following manner:


First offence – MYR 1,000;



Second offence – MYR 2,000;



Third offence – Subject to court action.

It was noted that the offences above are compoundable under
section 121 of the GST Act 2014.
These penalties relate to the failure to file on time. If there is an
underpayment arising due to late payment, late payment penalties
(range of 10% to 40%) can apply.

Input tax credit from bills of demand
Based on recent discussions and meetings, the RMCD have
reaffirmed their position that GST payable arising from the result of
a bill of demand (BOD) would not be eligible as input tax credit.
This situation typically arises from the under-declaration of value on
the importation of goods resulting in the under-declaration of GST,
which is subsequently adjusted during an audit. When such
payments are recovered by the RMCD, the company may not be
entitled to an input tax credit. On the other hand, if disclosure of
such under-declarations is made on a voluntary basis, the company
may seek a concession from the RMCD to allow such input tax credit
to be claimed. It is unlikely that there will be a revision of the valid
documents, initially issued, to reflect these changes.
Deloitte Malaysia consider that a taxable person is entitled to an
input tax credit if that person holds valid documents (i.e., form K1).
Nevertheless, it is important that taxpayers take note of the RMCD
view and attempt to ensure that errors are detected early and
corrected prior to an audit.
Group 2 of Minister’s Relief 1/2017
There has been further clarification on the conditions to qualify for
Group 2 of the Minister’s Relief 1/2017, which provides a specific
relief on the supply of services provided directly in connection with
goods for export to an overseas customer (see the August 2017
edition of GITN for information on the Minister’s Relief).
Condition (c) states that the overseas customer must not have a
fixed establishment in Malaysia, including an agency. The RMCD
have verbally clarified that the ‘agency’ also refers to overseas
persons registered through a local agent under section 65 of the
GST Act 2014. The rationale for disallowing the relief in these cases
is that the overseas business (through its agent) is able to claim the
GST paid as input tax.
Condition (e) requires the goods to be exported within 60 days after
the completion of the service. The RMCD had verbally clarified that
the 60 days are counted from the end of the contract period. It
does not mean that goods can only be located in the free zone or
bonded warehouse for 60 days.
GST treatment of recovery of repair costs under
manufacturer warranty
As reported in the August 2017 edition of GITN, the RMCD
announced that from 1 July 2017, any charges made by local
distributors to overseas manufacturers with respect to the repair of
goods covered under a warranty (provided by the overseas
manufacturers) would no longer be subject to GST.
To access the concession, local distributors are required to seek
written approval from the RMCD and must provide certain
documents to the RMCD.

For further details and Deloitte Malaysia’s comment, see GST Chat:
August 2017.
Tan Eng Yew, etan@deloitte.com, Deloitte Malaysia
Senthuran Elalingam, selalingam@deloitte.com, Deloitte
Malaysia

EMEA
European Union – Canada
Comprehensive Economic and Trade Agreement
As of 21 September 2017, the Comprehensive Economic and Trade
Agreement (CETA) between the European Union (EU) and Canada
provisionally entered into force. This means that almost all
provisions under CETA, comprising 95% of its benefits, will be
available to companies and consumers.
One of the main benefits of CETA is that EU- and Canadian-origin
goods can be traded between the two signatories at a reduced or
zero import duty rate, subject to origin conditions. As CETA is a
‘Mixed Agreement’, ratification by all EU Member State parliaments
and the Canadian parliament will be required for the full entry into
force. Some provisions, related to the Investment Court System and
financial services, will only become applicable once CETA fully
enters into force.
Comprehensive and ambitious
CETA exemplifies the new form of trade agreements, going beyond
tariff liberalization through far-reaching collaboration on matters
often referred to as ‘behind the border’ issues, and addressing nontariff barriers.
Hence, apart from cheaper imports and exports consequent to the
abolition of customs tariffs, CETA offers complementary benefits
such as the reduction of ‘behind the border’ issues through IP or
standards cooperation, or allowing transfers of employees through
services commitments. More information on the wider benefits of
CETA can be found in the Deloitte Belgium Customs Flash of 30
November 2016.
Implications
Considering CETA from a sector perspective, the benefits of tariff
elimination are substantial and possibly CETA’s most significant
effect on eligible goods, subject to conditions.
With CETA, approximately 98% of all import duties in trade between
the EU and Canada will be eliminated. Another 1% of import duties
will be phased out over a period of up to seven years. For a small
number of products, no elimination is foreseen or tariff rate quota
will apply, especially in the agricultural sector.

When importing into Canada, goods originating from the EU can
benefit from CETA’s preferential tariff treatment if conditions on
rules of origin are met, as stipulated in the Origin Protocol. A socalled origin declaration is required. The same applies for goods
originating from Canada imported into the EU. Origin declarations
must be stated in specific wording on invoices or any other
commercial documents, describing the originating product in
enough detail to enable identification.
Exporters should keep the below two points in mind.
REX system registration
Firstly, to benefit from the preferential tariff treatment under CETA
and obtain a valid origin declaration, registration in the Registered
Exporter System (REX system) is required for exporters dealing
with a value above a EUR 6,000 threshold. For importers, this
brings a greater responsibility to validate the information provided.
For consignments that do not exceed the EUR 6,000 threshold, a
so-called invoice declaration will suffice.
Once a REX number has been assigned, the exporter must refer to
it when providing an origin declaration to benefit from the CETA
preferential tariff treatment.
For transitional purposes, until the exporter is registered in the REX
system and doing so before 31 December 2017, the exporter can
continue to use their approved exporter number on documents of
origin, without the need for a signature, for free trade agreements
(FTA) with third countries where the exporter would otherwise need
to be registered.
Binding Origin Information (BOI)
Secondly, under CETA, BOI can be applied for. To obtain a BOI,
which is normally valid for three years in the EU, a business should
apply to the competent authorities in the country where the BOI will
be used (or in the EU country where said business is established).
Under the terms of the Union Customs Code, a BOI will be binding
on the authorities as well as on the holder of the BOI.
Next steps
In the short term, the following steps are recommended for
anticipating the preferential tariff reductions created by CETA:


Assessing whether the goods a company is dealing with could
benefit from CETA’s preferential tariff treatment;



Assessing whether the goods that a company is dealing with
have EU preferential origin (if imported into Canada) or
Canadian preferential origin (if imported into the EU) and all
origin requirements are met;



Assessing whether a valid proof of origin is available;



When exporting from the EU to Canada and when the
prescribed threshold is exceeded, ensuring that a company is
registered in the REX system so that a valid origin declaration
can be made;



When appropriate, making sure that the REX number is
included in the origin declaration.

In the medium- to long-term, FTA optimization for CETA (and other
FTAs) requires an in-depth understanding of a global supply chain.
Data and the analysis thereof provide valuable input to reassess
sourcing strategies, identify new export opportunities, or ensure
that customs and trade compliance processes are ‘FTA proof and
optimized’.
The following actions are recommended to optimise global FTA
usage:


Conducting a global supply chain FTA review, to assess
possible risks and opportunities;



Using a data collection tool for FTA risk and opportunity
analysis, such as the Deloitte Global Trade Radar, which
provides insight into the import profile and identifies FTA
cost-saving opportunities and tariff classification risks.

Fernand Rutten, frutten@deloitte.com, Deloitte Belgium
Klaas Winters, klwinters@deloitte.nl, Deloitte Netherlands

Denmark
Practical simplification scheme for call-off stock – foreign
supplier not required to VAT register when transferring
goods to Danish warehouse only accessible by Danish
customer
The tax authorities have via a binding ruling accepted that a foreign
EU supplier did not register for VAT purposes in Denmark when
transferring goods to a Danish warehouse. The supplier kept the
legal ownership to the goods until the goods were taken by the
buyer from the stock.
The tax authorities based their ruling on the fact that the right to
dispose of the goods was transferred to the Danish customer even
though the legal ownership did not transfer, and even though
payment did not take place at the time of the transfer. Also, the
Danish customer held all of the costs related to the warehouse (as
the warehouse belonged to a third party subcontractor). The Danish
customer was the only party with access to the goods once they
were placed in the warehouse.
At the time when the goods were transferred from the other EU
country to Denmark, the foreign supplier would issue an invoice for
VAT purposes, which stated that the right to dispose of the goods
transfers from the supplier to the Danish customer. When the goods
were taken from the warehouse an invoice ‘for payment’ was
issued.

The binding ruling has clarified:


That the authorities now approve a simplification scheme for
call-off stock under specific preconditions in Denmark;



The preconditions that must be met regarding the setup
between the foreign supplier and the Danish customer for the
simplification scheme to apply.

It is recommended that foreign businesses with a Danish VAT
registration only for consignment stock evaluate whether deregistration may be possible.
Increasing focus on VAT issues for foreign webshops selling
goods to Danish customers
In their 2017 action plan, the tax authorities announced an
increased focus on foreign websites selling to Danish customers, for
the purpose of ensuring equal competition between Danish websites
and foreign websites selling into Denmark where Danish legislation
applies.
It is therefore necessary for foreign businesses to ensure they are
registered for VAT in Denmark if they are required do so (with
respect to the distance selling of goods above the requisite
threshold), and to ensure that electronically supplied services are
being correctly accounted for under the mini one-stop shop.
New regulations were introduced in 2015 to enable the tax
authorities to VAT register foreign internet companies, however the
tools under these regulations have not yet been fully implemented
by the tax authorities. The rules include an option for the tax
authorities to detect a foreign internet company when Danish
payment or credit cards are used on the company’s website. These
powers may be relevant for achieving the results intended by the
2017 action plan.
New VAT regulation on private use of company’s assets by
employees
The tax authorities have issued new guidance to specify the rules
for VAT deduction when employees use company’s assets for
private use.
The guidance specifies that when an employee uses the assets of a
company, the company can choose between two different schemes
for VAT deduction. Either, the VAT deduction can be based on an
estimate when the goods are purchased, and the company deducts
VAT taking into account any partial private use. Or, as not
previously practiced in Denmark, it is possible to make a full or
partial deduction when goods are purchased and then treat the
private use of the company’s assets as the supply of goods, for
which the company must account for the VAT, as there is a supply
of goods for consideration.
According to Danish legislation, there is a supply of goods where a
company sells to employees goods or services that the company
normally supplies, where the company sells goods in canteens for
consideration, and where a company acts as a middleman and
supplies goods and services to employees that the company does
not normally supply.

The second option for deduction does not have any consequences
for goods not considered to be a supply of goods for consideration,
such as employee benefits, and the acquisition and operation of
passenger cars. Finally the guidance will not have any effect for
capital goods where the deduction is regulated on a yearly basis.
Restructure of tax authorities into seven new agencies
The tax authorities (SKAT) have announced a restructuring. The
department will be devided into seven new agencies by June 2018,
with the restructuring to be finalized by 2021. Accordingly the
previous department will cease to exist and instead the following
seven agencies will be:
1)
2)
3)
4)
5)
6)
7)

Debt agency
Valuation agency
Tax agency
Customs agency
Vehicle agency
Development and simplification agency
Administration/service agency.

The restructuring will lead to geographic changes, with the main
location in Copenhagen moved to other areas and cities of
Denmark. Thereby 1,500 jobs will either be created outside
Copenhagen or the location of work for employees will be moved
from the capital.
By 2019 the citizens of Denmark will receive their 2018 tax returns
from the new tax agency. Furthermore, it will be possible from 2019
to review further information regarding property evaluations and
receive new evaluations that can be used to reclaim money if the
previous evaluation was set too high from 2011.
Henrik Pedersen, henpedersen@deloitte.dk, Deloitte
Denmark
Tomas Odgaard, todgaard@deloitte.dk, Deloitte Denmark

Finland
Supreme Administrative Court decision on VAT deduction for
costs relating to sale of shares
On 11 March 2016, the tax administration issued guidance on the
VAT recoverability of costs in relation to, for example, share
transfers. The guidance states that costs resulting directly from
sales of shares are not VAT deductible. Examples of such costs
mentioned in the guidance include due diligence costs and contract
negotiation costs. However, the guidance also states that not all
costs incurred in relation to share transactions are directly related
to the sale of shares and, hence, non-deductible, but when, for
example, a parent company sells the shares of its ‘daughter’
company, the parent company may incur costs relating to, for
example, group reorganizations prior to the sale of the shares. Such
costs do not directly relate to the sale of shares, but are considered
overhead costs and are recoverable in proportion to the taxable
activities of the seller.

In this context, on 14 August 2017 the Supreme Administrative
Court (SAC) issued a decision (KHO:2017:129) that can be
considered to confirm the recoverability of transaction costs as
overhead costs provided certain preconditions are met. The decision
concerned a parent company’s right to deduct VAT on costs relating
to the sale of its subsidiaries’ shares. The parent company in
question provided taxable services to the subsidiaries. As part of
closing down its business, the parent company sold the subsidiaries
to a third party. It was clarified in the decision that the professional
costs (such as legal costs) incurred were not included in the sales
price of the shares sold. The court ruled that the parent company
was entitled to recover the VAT on the costs relating to the sale of
the shares insofar as the parent company’s business before closing
was taxable and entitled to VAT recovery. The costs were, thus,
considered the parent company’s overhead costs.
Following this decision, the tax authorities published a bulletin
stating that the above SAC decision only applies where the costs
relate specifically to the sale of shares in the context of closing
down a business. The interpretation of the tax authorities in this
respect is controversial.
Kati Heino, kati.heino@deloitte.fi, Deloitte Finland

France
Case concerning meaning of ‘establishment’ for VAT
purposes
On 12 July 2017, the Paris tax court issued a decision concerning
Google Ireland Limited (GIL). The court held, in favor of GIL, that
there was no deemed VAT establishment in France resulting from
advertising sales related to the research engine AdWords. The tax
authorities had argued that GIL, having its head office in Ireland,
was supplying advertising services from France, as it had an
establishment through the French affiliate of the group, Google
France SARL.
It is expected that the tax authorities will appeal this first level
decision.
The court referred to the Court of Justice of the European Union
judgments in Berkholz and ARO Lease to confirm that the supply of
services is first connected to the head office as a matter of principle
(Ireland). It also held that another place of establishment could be
taken into consideration if the head office does not lead to a valid
place of taxation. Also, an establishment exists only if there are
human and technical means, in a permanent manner, with a
structure capable of rendering the services in the local jurisdiction.
More precisely, the court analyzed the way the AdWords sales were
made, the business to business agreements with customers, the
intercompany agreements between Google France and GIL, and the
functions performed by the people employed by Google France, so
as to determine if these factors created an establishment of GIL in
France. It held that those employees were not involved in the actual
making of the sales with customers as they were not empowered to
directly put the advertising online.

Furthermore, the court considered that the technical means (switch
routers and backbones) held by Google France as well as other data
centers on French territory were only ancillary to the four main
servers exploiting the google.fr internet site in the USA. Thus, it
concluded that GIL had no technical means at its disposal capable of
supplying the advertising services in an autonomous way.
Clarifications on mandatory certification of cash register
software
The tax authorities recently published a FAQ specifying the scope of
the anti-fraud legislation requiring a certification for cash register
software, applicable as from 1 January 2018. (The FAQs have no
binding legal effect.)
This mandatory certification initially targeted all accounting,
management, and cash register software in order to fulfill conditions
of immutability, security, storage, and archiving of data. The FAQs
specify that the legislation should apply to cash register systems
only. Thus, accounting and management software, such as ERPs,
should fall outside the scope of the certification requirement, as
should payment terminals. As regards multi-function software, only
the cash register features they include should be subject to the
requirement.
Moreover, the FAQs announced a forthcoming relaxation of the
provision; businesses benefitting from the VAT exemption regime
due to their low turnover as well as businesses performing only
VAT-exempted activities should fall outside the scope of the
certification requirement.
This change in the scope of the law should apply to all businesses
without distinction, including branches and subsidiaries of foreign
businesses established in France. Foreign businesses VAT-registered
in France but non-established in the country should fall outside the
scope of the new law by way of administrative tolerance.
The tax code should be amended accordingly in the future.
The comprehensive list of certified cash register software can be
found on the websites of the two organizations accredited for the
certification: the AFNOR and the Laboratoire National de Métrologie
et d’Essais (LNE).
Customs provides information regarding export
documentation requirements for non-established companies
In an attempt to alleviate the difficulties experienced in cases of
exports undertaken by non-established companies, further details
have been provided by the customs authorities concerning
formalities to be completed on the Delta electronic procedure
(customs export document).
When a non-established company or its representative appears in
box 2, the seller should appear in box 44, followed by the VAT
registration number to justify the exemption on the basis of the
customs export document.

However, when a non EU-established company appoints an indirect
representative, its name may be reported in box 2 and the indirect
representative’s name in box 14 until 31 December 2020.
Marie Manuelli, MManuelli@taj.fr, Taj
Gulf Cooperation Council
VAT update
Among the six Member States of the Gulf Cooperation Council, the
United Arab Emirates (UAE) and Kingdom of Saudi Arabia (KSA)
continue to lead the way towards the GCC-wide implementation of
VAT, scheduled for 1 January 2018. Both countries have recently
seen rapid developments on VAT as well as excise taxes.
The UAE VAT law was released on 27 August 2017. The law
confirmed that the UAE will be implementing VAT on the scheduled
date of 1 January 2018. The law also specifies that VAT will be
applicable on all imports and the local supply of goods and services
at the standard rate of 5%, with a few exceptions granted to the
supply of goods and services related to certain sectors that will
either be zero-rated (for example, healthcare, education etc.) or
exempt (such as financial services). The Federal Tax Authority
(FTA) website also went live on 22 August 2017 and it was
announced that businesses that meet the registration requirements
in the UAE will be able to register for VAT purposes through the
website.
Also, after a round of public consultation over the draft laws and
implementing regulations published earlier in the year, the KSA
published its final VAT law on 27 July 2017 and the final
implementing regulations on 29 August 2017, thereby making the
complete VAT legislation now available to businesses in KSA.
Accordingly, VAT will be implemented in the KSA on 1 January 2018
and will be applicable on all imports and the local supply of goods
and services at the standard rate of 5%, with exception granted to
certain specified goods and services that will either be zero-rated or
exempt from VAT. Additionally, commencing 28 August 2017, the
electronic filing system in the KSA (ERAD) is expected to be made
available to businesses to file their registration applications online
ahead of the VAT implementation date, if they expect to meet the
registration requirements under the KSA VAT Law.
On 31 July 2017, the UAE released the federal tax procedures law,
which outlined the mutual rights and obligations between the FTA,
taxpayers and any other person dealing with the FTA with regards
to VAT, excise taxes and any other taxes that may be implemented
in the UAE at a future date. The Ministry of Finance in the UAE
(MoF) also launched the second phase of its VAT awareness
sessions, focused on delivering sector-specific guidance on the
application of VAT, to educate local businesses about their
obligations and compliance requirements under the new VAT law
expected to be implemented in the country.

With regards to excise taxes, the UAE has released its Excise Tax
and Federal Tax Procedures (FTP) Executive Regulations. The
Cabinet has also issued Cabinet Decision No. (38) of 2017 on Excise
Goods, Excise Tax Rates and the Method of Calculating the Excise
Price, which confirms the information previously announced that
excise tax will apply to carbonated drinks at a rate of 50%, and
energy drinks and tobacco products at a rate of 100%. It also
provides details of how to calculate the value on which excise tax
should be calculated, and indicates that the FTA will publish a
standard price list specifying the value on which excise tax should
be calculated for excise goods. The Excise Tax Law was due to be
effective from 1 October 2017. There will be a requirement to have
an audited record of stock on 30 September 2017 for anyone
holding excise goods.
The KSA implemented a similar excise tax on 11 June 2017.
Justin Whitehouse, jmwhitehouse@deloitte.com, Deloitte
Middle East

Italy
Extension to due date for submission of invoice data
On 25 September 2017, the tax authorities published a press
release announcing that the deadline for the e-communication of
the data on invoices (including custom bills) issued and received
(new Spesometro) for the period January to June 2017 has been
postponed to 5 October 2017.
The authorities may evaluate the possibility of imposing reduced
penalties for material errors or late submission, provided certain
conditions and timing are met.
Simplification to Intrastat reporting obligations
On 25 September 2017, the tax authorities and the customs
authorities jointly issued official Act n. 194409/2017 concerning
Intrastat form obligations. Based on this Act, from January 2018,
the following simplifications will apply:
•

Removal of the quarterly Intrastat forms related to intraCommunity purchases of goods and services;

•

Submission of the monthly Intrastat forms for statistical
purposes only, when the amount of intra-Community
purchases made by the taxpayer, for one of the previous four
quarters, is equal to or more than EUR 200,000 (for
goods)/100,000 (for services);

•

For intra-Community supplies of goods and services, there is
a new threshold of EUR 100,000 of intra-Community supplies
of goods and services made on a quarterly basis, beyond
which the taxpayer must declare also statistical data in the
monthly Intrastat forms (in addition to fiscal data).

Antonio Piciocchi, apiciocchi@sts.deloitte.it, Deloitte Italy

Applications for comprehensive guarantee authorization
On 22 August 2017 the customs agency clarified the operative
procedures to be followed by a third person (other than the debtor)
in order to apply for a comprehensive guarantee authorization.
Alessandra Di Salvo, adisalvo@sts.deloitte.it, Deloitte Italy

Netherlands
VAT reverse charge for telecommunications services
obligatory from 1 September 2017
On 31 August 2017 the Government confirmed that the obligatory
VAT reverse charge mechanism will apply to business to business
(B2B) supplies of telecommunications services in the Netherlands
beginning on 1 September. The legislative change to the Dutch VAT
rules was presaged in a decree issued on 1 June 2017 that allowed
taxable persons to immediately apply a voluntary VAT reverse
charge rule for telecommunications services between taxable
persons.
Under the reverse charge, the supplier of the services is not
required to charge or pay VAT on the service; instead, the liability
for the VAT payment shifts to the buyer, who applies the standard
VAT rate to its purchases and sales and includes the VAT amount in
its VAT return.
VAT carousel fraud
The change in legislation is due to recently detected VAT carousel
fraud in the form of the sale of call time packages. Under Dutch
rules, the tax authorities can deny a taxpayer the right to deduct
input VAT where a tax inspector determines, based on objective
factors, that the taxable person knew or should have known that it
was participating in a transaction connected with VAT carousel
fraud. This has created uncertainty for VAT taxpayers that purchase
telecommunications services regarding their right to deduct input
VAT charged to them, and could hinder the conduct of regular
transactions regarding these services.
Scope
In order to eliminate these uncertainties, VAT-taxable purchasers in
the Netherlands must apply the VAT reverse charge rule for
telecommunications services. The rule is applicable only to
transactions between taxable persons that also supply
telecommunications services and where the place of supply is in the
Netherlands. The supply of telecommunications services to endusers (i.e., private individuals and entrepreneurs who purchase
telecommunications services for use in their own businesses) falls
outside the scope of the rule.

Operator transfer station with park and ride facilities
supplies two services
A municipality operates four transfer stations with park and ride
facilities and provides both parking services (at the standard VAT
rate of 21%) and public transport services (at the reduced VAT rate
of 6%) to the visitors of these stations. The municipality supplies
the visitors who want to park their car at the transfer station a day
ticket which they can exchange for a so-called combination ticket
giving them also a right to use the urban public transport for a
maximum of five persons throughout the day. According to the
municipality, the parking services can be regarded as ancillary to
the public transport services, which forms a single supply subject to
the reduced VAT rate of 6%.
Recently a Higher Court judged that by offering a combination ticket
the municipality, from a VAT perspective, supplies two distinct
services. According to the Court, the purchase of a combination
ticket is a conscious choice made by the ‘average consumer’ to opt
for the possibility to safely park the consumer’s car at an attractive
rate taking into account the important feature of using public
transport to the desired destination.
According to the Court the two services are easily distinguishable
due to the fact that the services are provided by different suppliers.
Besides, parking tickets and public transport tickets can be
purchased separately. Furthermore, the purchase can be made
easily. As a result, the municipality must break down the
consideration for the combination ticket into a part subject to the
21% VAT rate for parking services and a part subject to the 6% VAT
rate for public transport.
The Court did not agree with the view of the tax authorities that the
services of the municipality can be regarded as a single complex
supply of services and that the public transport services can be
regarded as ancillary to the parking services. In support of this
view, the tax authorities referred to the Order of the Court of
Justice of the European Union in the case of Purple Parking.
However, according to the Court this Order does not affect its
judgment, as the facts in that case were different and justify a
different outcome from the case at hand.
2018 Tax Plan: Definition of medicine refined for VAT
purposes
In the 2018 Tax Plan, the Government included a proposal for a
refinement of the definition of medicine for the application of the
reduced VAT rate as of 1 January 2018.
Background
The direct reason for the proposal was the judgment of the Supreme
Court of 11 November 2016 that sunscreen lotions containing UVA
and UVB filters and toothpaste containing fluoride qualify are
medicines according to the VAT definition of the word, and are
therefore subject to the reduced VAT rate of 6%.

As reported in the August 2017 edition of GITN, between 17 July and
14 August 2017 the Ministry of Finance held an internet consultation
on the stricter definition of medicines for the application of the
reduced VAT rate. However, the 2018 Tax Plan includes the proposal
for a refinement of the definition of medicine without any changes.
The broad interpretation by the Supreme Court of the term medicine
also creates opportunities for other products to be subject to the 6%
VAT rate. The purpose of the proposal is to prevent this broad
interpretation.
Proposal
By refining the VAT legislation, as of 1 January 2018 the reduced VAT
rate of 6% will only be applicable to products for which a marketing
authorization has been issued as stipulated in the Dutch Medicines
Act (Geneesmiddelenwet) or which are specifically excluded
therefrom. As of 1 January 2018, products that are currently subject
to the reduced VAT rate of 6% due to their presentation, but which,
from the perspective of the Dutch Medicines Act and the European
regulations for cosmetics, medicinal products and medical devices,
are evidently not allowed to be introduced into circulation as
medicines, will no longer be subject to this reduced VAT rate.
According to the Ministry of Finance the large majority of the
products that currently qualify as medicines for VAT purposes will
remain subject to the reduced VAT rate of 6%.
Impact
The proposal aims to achieve clarification, legal certainty, and
unambiguous VAT treatment of products qualifying as medicine in
relation to the current situation. By linking products to the marketing
authorization as stipulated in the Dutch Medicines Act, or the explicit
exclusion, cosmetic, cleansing and care products such as sunscreen
lotions and toothpastes containing fluoride, and other
pharmaceuticals for which an authorization as medical device has
been issued, will no longer qualify as a medicine for VAT purposes.
Examples of these products are: certain (baby) creams; mouth
wash; insect spray; anti-dandruff shampoo; certain products for
hemorrhoids, acne, bladder inflammation, heartburn, gastrointestinal
cramps, diarrhea, eczema, cough, head lice, lime, sore throat, scars,
fungal infections, colds, blocked nose, warts; and kidney dialysis
concentrates. As of 1 January 2018, these products will possibly no
longer be subject to the reduced VAT rate.
As this involves a proposal for a change of legislation, the wording of
the proposal will be subject to change during the parliamentary
debate. It is therefore not yet clear what the final version of the
proposal will be.
It should be noted that (i) the Supreme Court considers that the
term ‘medicine for VAT purposes’ should be interpreted in accordance
with the definition of the term ‘medicine’ in the Medicinal Products
Directive, including a broad explanation of the presentation criterion
on the basis of European case law and; (ii) a previous attempt to
amend the law was unsuccessful.

Parties selling medicines and like products should monitor these
developments, in order to process any changes in a timely manner.
Madeleine Merkx, MMerkx@deloitte.nl, Deloitte Netherlands
AEO criteria mandatory for customs representatives
From 1 July 2017, the customs authorities will require mandatory
Authorized Economic Operator (AEO) criteria for customs
representatives.
As of this date, the Netherlands requires customs representatives to
meet AEO criteria, with the intention of improving the quality of data
supplied in customs declarations and facilitating communication
between government authorities and importers and exporters.
The Union Customs Code (UCC) (Regulation no 952/2013) allows EU
Member States to impose certain national conditions under which a
customs representative, also known as a customs broker, may
provide services in the Member State where it is established.
From 1 July, following consultations with the customs industry, the
customs authorities in the Netherlands require customs
representatives to meet AEO criteria.
AEO criteria under the UCC refer to financial solvency, no
infringements related to customs legislation or taxation rules,
compliance of commercial and transport records, standards of
competence of professional qualifications, and security and safety
standards.
AEO authorizations will be reassessed under the UCC conditions
before 1 May 2019. If authorization is retained following the reassessment of an existing AEO certificate, this will be considered as
an AEO authorization granted under the UCC.
The customs authorities expect, for example, that if a customs
representative starts working for a new client, the representative will
check whether the company exists. Also, if the customs
representative drafts the customs declaration, the representative
should check that the boxes in the customs declaration are correctly
completed. The customs authorities also expect a more active
interaction between the customs representative and the
importer/exporter with regards to the correctness of information that
is used to generate customs declarations.
Implications
As the UCC allows for the imposition of national conditions or
requirements for the status of customs representatives and the
Dutch customs authorities have already stated that customs
representatives must comply with AEO criteria from 1 July 2017, this
sets a precedent, and customs authorities in other Member States
may also implement this requirement. It is expected that the
European Commission may also encourage this.
This increases the importance for companies operating in Member
States to be compliant with AEO criteria (or to be authorized as
AEO). Accordingly, companies may need to re-evaluate their
(internal) procedures.

Next steps
Companies with a customs broker authorization will need to assess
the impact of these current and potential future changes on customs
activity. Also, this requirement will require companies to review their
internal procedures to evaluate whether they are aligned with the
criteria set out by the Dutch authorities.
Klaas Winters, klwinters@deloitte.nl, Deloitte Netherlands

Poland
Proposal for mandatory daily SAF-T bank statement file
withdrawn
The Ministry of Finance had previously proposed amendments to the
tax provisions that were to impose on taxpayers (all taxpayers
except for micro-enterprises and public sector units) the obligation
to provide the tax authorities with bank statements in the form of
SAF-T files on daily basis (by the end of the following day). For
taxpayers holding bank accounts with Polish banks (seated/having a
branch in Poland), this obligation would be shifted to the bank
operating the account (based on respective authorization). With
respect to bank accounts with a foreign bank (not seated/having a
branch in Poland), the obligation would fall on the taxpayer. The
structure of the bank statement SAF-T file to be provided was to be
similar to the current on-demand bank account SAF-T file, and the
proposal provided for detailed information to be included therein.
The provisions were to enter into force as of 1 September 2017.
The Ministry of Finance recently confirmed that this proposal would
be withdrawn, and the relevant section has been removed from the
revised version of the Tax Ordinance Act.
Due diligence standards
The Ministry of Finance has finalized the first stage of consultations
on developing standards for the due diligence of suppliers. At this
stage opinions from individuals, companies, and business
representatives have been collected and published on the official
Ministry of Finance website.
These include, inter alia, verification of contractors in the excerpts
from the commercial registers and the (EU) VAT payers registers,
verification of whether contractors submit VAT and SAF-T files to
the authorities, ensuring market level and conditions of the
transactions performed, verification of the transaction process
(including matching of serial numbers from orders and on the goods
supplied), and verification of the level of funds in the special VAT
account under the split payment mechanism (following its
implementation in April 2018).
Currently a group of experts encompassing various bodies that
participated in the consultation phase will take part in the legislative
development with the Ministry of Finance, as a result of which a
minimum set of due diligence requirements will be presented. It is
expected that the guidelines will be published by the end of October
2017.

Retail sales tax postponed
In 2016 Parliament approved a bill to introduce a retail sales tax
which, due to an investigation of the European Commission
regarding its compliance with EU law (including state aid rules), was
suspended until the end of 2017.
Recently, due to a prolonged dispute with the European Commission
and application to Court of Justice of the European Union, the
Ministry of Finance has decided to further suspend collection of
retail sales tax until 1 January 2019.
Michel Klosinski, mklosinski@deloittece.com, Deloitte Poland

Portugal
Tax authorities clarify VAT reverse charge on import of
goods
With the intention of clarifying the new reverse charge mechanism
for the VAT due on the import of goods (eliminating the associated
financial impact), which came into effect on 1 September 2017 for
the import of goods listed in Annex C of the VAT Code and will
generally come into force for all goods on 1 March 2018 (see the
August 2017 edition of GITN), the tax authorities have published on
11 August 2017, Circular Letter nr. 30193 for the uniform
application of the regime.
Among the clarifications made by the tax authorities, it is important
for taxpayers under a VAT quarterly regime to be aware that to opt
for the new VAT payment method it is necessary to be in the VAT
monthly regime. As a change to the monthly regime can only be
made in January each year through the submission of a declaration,
taxpayers intending to opt for the new reverse charge mechanism
from 1 March 2018 must elect into the monthly regime in January
2018.
Digital unique address and general deadline for electronic
notifications
On 1 August 2017, Decree-Law nr. 93/2017 was published: (i)
introducing changes to the general deadline for electronic
notifications; and (ii) creating the digital unique address (Morada
Única Digital, also known as MUD) and the public electronic
notifications service associated with the said digital address.
Although the Decree-Law states that it enters into force on 1 July
2017, it was only published in the Official Journal on 1 August 2017,
so the legal effects of electronic notifications received before 1
August are not yet clear.
General deadline for electronic notifications
With respect to electronic notifications made to the electronic email
box tax domicile, the time a taxpayer accesses the electronic
mailbox, ViaCTT, has now become irrelevant. Notifications by
electronic transmission of data are now considered to have taken
place on the 5th day following the date on which the notification was
issued. Previously, the notification was assumed to be made on the
25th day after its issuance date if it was not read before.

Digital unique address (Morada Única Digital/MUD)
The MUD and the public electronic notification service associated
with the said address are created, and the sending and receiving of
notifications through that public service are also regulated, through
Decree-Law nr. 93/2017.
The system supporting the public electronic communications service
associated with MUD will be available by the end of 2017, meaning
that developments in this area are expected in the near future,
including the definition of the time from which entities can join the
system of electronic notifications.
When the practical implementation and use of this public electronic
notification service associated with MUD becomes possible, all
individual and legal persons, either national or foreign, will have the
option to apply for a single email address that will become its
unique digital (email) address and that will serve all Portuguese
public administration bodies (not just the tax authorities) for the
purpose of sending notifications.
It has been stated that the service will not apply to notifications or
other communications sent by the courts.
Any person, singular or collective, who joins the digital unique
address (MUD) will no longer be required to maintain the current
mandatory, where applicable, use of the electronic mail box
(ViaCTT).
Afonso Arnaldo, afarnaldo@deloitte.pt, Deloitte Portugal

Russia
Draft law introducing amendments to Tax Code submitted to
State Duma
In accordance with draft law No. 249505-7 of 15 August 2017, a
number of amendments have been suggested to be introduced into
the Tax Code of the Russian Federation.
In particular, it is suggested that the period of the in-house tax
audit should be decreased from three months to one month.
Further, the draft law suggests substantial changes to the
conditions for application of the 0% VAT rate with respect to
operations connected with the export of goods. Generally, the
suggested amendments are aimed at simplifying the procedure for
confirmation of a taxpayer’s right to apply the 0% VAT rate. In
particular, the following amendments are suggested:
•

Exclusion of the legislative provision according to which the
0% VAT rate is applied only if a purchaser of exported goods
is a foreign entity;

•

Exclusion of the legislative provision according to which
consignment documents should be provided to the tax
authorities to support the right to apply the 0% VAT rate with
respect to the supply of goods for export. The suggested
wording envisaged by the draft law states that copies of
transport, consignment or other documents confirming the
removal of stores from the customs territory of the Customs
Union and/or from Russian territory by aircraft and by seagoing and combined navigation vessels must be provided in
case of shipment of stores for which declaration for customs
purposes is not required under the customs law of the
Customs Union;

•

Amendment to Article 165 of the Tax Code under which
agreements that have previously been submitted to the tax
authorities would not have to be submitted again for the
purpose of applying a 0% VAT rate. According to the
explanatory note to the draft law, this would eliminate the
need to re-submit copies of long-term contracts that have
already been submitted to the tax authorities together with
tax declarations for prior tax periods.

Amendments to rules for completion of VAT invoices,
purchase ledgers, sales ledgers, journals of received and
issued VAT invoices
The Resolution of the Russian Federation Government No. 981 of 19
August 2017 introduced a number of amendments to the rules for
the completion of VAT invoices, purchase ledgers, sales ledgers, and
journals of received and issued VAT invoices.
In particular, the following amendments were introduced:
•

Introduction of the specifics of operations where there has
been acquisition by a freight forwarder, a developer or a
customer executing the functions of the developer, from one
and more sellers of goods, work, services or property rights
in their own name;

•

Clarification of the details of information about goods
exported from Russia to the territory of the Eurasian
Economic Union;

•

Clarification of the procedure for storing VAT invoices,
including corrected and amended VAT invoices;

•

Introduction of changes to the format of the VAT invoice,
amended VAT invoice, journal of received and issued VAT
invoices, purchase ledger, and sales ledger including:

•



Customs declaration registration number column added
to the sales ledger;



Item type code column added to the VAT invoice;

Clarification of the procedure of registration of VAT invoices in
the purchase ledger related to goods, work and services
acquired to be used in operations subject to the 0% VAT rate
with respect to which a general procedure of VAT recovery is
envisaged by the tax legislation.

The amendments came into effect from 1 October 2017.
Draft amendments to customs regulation
The Ministry of Finance has developed amendments to the law on
customs regulation due to the introduction of a new Eurasian
Economic Union Customs Code from January 2018.
It is planned to increase the validity period of preliminary
classification decisions for goods (BTI analogue) from three years to
five years. The right of a branch of a foreign legal entity to import
goods for commercial purposes may be introduced. Additionally,
exported goods may be exempt from customs clearance fees.
Decrease to export customs duty rates due to Russia’s
obligations to the WTO
Resolution of the Russian Government of 19 August 2017 No. 984
decreases export customs duty rates due to Russia’s obligations to
the World Trade Organization.
Export customs duty rates are decreased, in particular, with regard
to woolfells, scrap and waste of several metals.
Resolution N 984 came into effect on 25 September 2017 and
extends to the legal relations that have arisen since 1 September
2017.
Andrey Silantiev, asilantiev@deloitte.ru, Deloitte Russia

Serbia
VAT calculation overview to be submitted with VAT return
from 1 January 2018
A new rulebook on the form, contents, and manner of keeping VAT
records, and on the form and contents of the VAT calculation
overview is currently under deliberation by the competent
authorities, and its application is planned as of 1 January 2018.
Namely, the new VAT calculation overview (Form POPDV) will have
to be submitted along with the VAT for each tax period, so the tax
authorities are provided with a more detailed overview of how the
VAT return was populated, especially as some of the data that will
be stated in the VAT calculation overview is not visible in the VAT
return.
The underlying reason for introduction of this change is to provide
the tax authorities with a more efficient tax audit mechanism which
should decrease the ‘grey economy’ as well as reduce the frequency
of field tax audits.
However, it should be expected that the envisaged change will
increase internal VAT compliance processes and related costs for
taxpayers.
Filip Kovacevic, fkovacevic@deloittece.com, Deloitte Serbia
Pavle Kutlesic, pkutlesic@deloittece.com, Deloitte Serbia

South Africa
Rebate provision for stainless steel fasteners
The International Trade Administration Commission of South Africa
(ITAC) invited responses to an application for the creation of a
rebate facility for “Screws, bolts, coach screws, screw hooks, rivets,
cotters, cotter-pins, washers (including spring washers) and similar
articles, of stainless steel, classifiable in tariff heading 73.18” in
such quantities, at such times, and subject to such conditions as the
Commission may allow by specific permit, provided the Commission
is satisfied that the subject goods are not available in the Southern
African Customs Union (SACU) region.
The applicant cited that there is no manufacturer of stainless steel
fasteners in the SACU and as such, no industry to protect.
Comments on the application were to reach ITAC by 22 September
2017.
Wian de Bruyn, wdebruyn@deloitte.co.za, Deloitte South
Africa

United Kingdom
Case on VAT treatment of loyalty scheme
Members who earn points under Tesco’s (a retailer) Clubcard
scheme receive periodic vouchers which can be converted into
Reward Tokens. The tokens can be exchanged for a wide variety of
services from third party ‘Deal Partners’. As in the LMUK case
(which dealt with the Nectar loyalty scheme) the tax authorities
(HMRC) argued that the Deal Partners were making supplies to the
members, and that Tesco Freetime (which made payment to the
Deal Providers) was not entitled to input tax recovery.
In Tesco Freetime Limited, the First-tier Tribunal disagreed.
Adopting the approach of the Supreme Court in LMUK, it concluded
that the correct focus was on the amount paid by the member –
there was no ‘untaxed consumption’ as HMRC suggested. It did not
reflect economic reality to treat payments by Tesco in connection
with the loyalty scheme as third party consideration. Tesco’s appeal
was therefore allowed
Donna Huggard, dohuggard@deloitte.co.uk, Deloitte United
Kingdom
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Eurasian Economic Union
Decrease of import customs duty rates for certain goods
Decision of the Board of Eurasian Economic Commission of 18
August 2017 N 98 decreases import customs duties for certain
components for the production of bicycles. In particular, a 0%
import customs duty rate is introduced with regard to tires, chains,
hubs, brakes, pedals, and crank mechanisms from 20 September
2017 to 31 August 2018. A 0% import customs duty rate for frames
is introduced from 20 September 2017 to 31 August 2020. Decision
N 98 came into effect on 20 September 2017.
Decision of the Board of Eurasian Economic Commission of 18
August 2017 N 99 extends a 0% import customs duty rate with
regard to certain types of cacao products until 31 December 2019.
Decision N 99 comes into effect on 1 January 2018.
Adoption of technical regulation on safety of packaged
drinking water, including natural mineral water
Decision of the Council of Eurasian Economic Union of 23 June 2017
N 45 establishes technical regulation “On safety of packaged
drinking water, including natural mineral water” (TR EEU
044/2017).
The technical regulation establishes safety requirements for
packaged drinking water; requirements for its import, production,
storage, transportation, sale and disposal; and requirements for
labelling and packaging effective on the customs territory of the
Eurasian Economic Union.
Most of the technical regulation comes into effect on 1 January
2019.
Andrey Silantiev, asilantiev@deloitte.ru, Deloitte Russia
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