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Editorial
Dear Readers,
When the Indirect Taxes Practice
Group became independent of ITPG
last October, Toon Hasselman (Global
Vice-Chair) and I focused on building
an Indirect Taxes PG of substance with
true global reach. In this endeavour, we
identified our building blocks as ‘structure’, ‘activity’ and ‘communication’.
The aim is to generate work referrals
and opportunities.
On structure, we now have a regional foothold in Europe, North America,
Asia-Pacific and as I write, South America as well. We will continue to build
our structure and membership numbers. Our activity is currently through

Indirect Taxes PG sessions at conferences and meetings, and we hope to
see you at the GGI Asia-Pacific and
World Conferences in Bangkok, where
we have planned a practical and, I
trust, interesting agenda.
On communication, for the longer
term we are investigating the introduction of an Indirect Taxes PG website/
community. In the meantime, I am
pleased that we have been able to resurrect the Indirect Taxes PG Newsletter.
It is a visible statement of our intent,
with contributions from PG members
in Europe, North America, Asia-Pacific
and MEA giving it true global reach,
and covering many indirect taxes,
including U.S. sales and local taxes

(SALT), Thai Customs and Excise duties, non-EU VAT and the inevitable EU
VAT. There are some excellent articles
for which I thank all our contributing
friends. Given the World Conference is
in Bangkok I asked Peter Emblin, who
is based in the Thai capital, to draft the
lead article. It is sure to be a fascinating read, and I hope you enjoy it!
Steve McCrindle
Global Chairman of the
Indirect Taxes Practice Group

Thailand: time to
“EXerCISE” some rationality
By Peter Emblin
Over 88% of Thailand’s government
revenues come from three agencies under the Ministry of Finance, 66% from
the Revenue Department, 18% from the
Excise Department, and 4.8% from the
Customs Department. (Source: Budget
Bureau)
The five top excise revenue-making
products are: petroleum 27%; cars 18%,
beer 15%, liquor 10.6% and tobacco

10.2%. Given the concentrated nature
of revenue it is no surprise where the focus is and this leads to some interesting
outcomes, and these will have an impact on Thailand’s bid to join the TPP.
Although not alone in this practice,
Thailand has a highly controversial system of offering rewards to customs officials for detecting customs evasions.
Rewards can exceed 50% of the imposed fines, meaning that the incentive
for officials to find fault is obvious. For

companies, the incentive to settle rather than contest is high. If found guilty of
customs fraud, the fines levied can be
as high as four times the duty avoided,
plus the duty not paid.
One case has led Thailand into an
ongoing dispute at the WTO with the
Philippines.
Phillip Morris Thailand Ltd. (PMTL),
and four of its foreign executives, were
charged with avoiding THB 20bn (approx. USD 570m) on batches of its

Disclaimer – The information provided in this newsletter came from reliable sources and was prepared from data as-

sumed to be correct; however, prior to making it the basis of a decision, it must be double checked. Ratings and assessments reflect the personal opinion of the respective author only. We neither accept liability for nor are we able to guarantee
the content. This publication is for GGI internal use only and intended solely and exclusively for GGI members.

Marlboro and L&M brand cigarettes
made in the Philippines between July
2003 and 2007. A fine four times the alleged evasion of duty could cost PMTL
USD 2.5bn. The four foreign nationals
are no longer in Thailand.
Despite numerous rulings from Customs, the Customs Board of Appeal and
the WTO that PMTL did nothing wrong,
and the Public Prosecutor recommending a non-prosecution order in 2011, the
Department of Special Investigations
has proceeded with the case. The first
witnesses in the hearing are scheduled
for October 2016.
This 10 year saga is still ongoing for
both PMTL and Customs, and for the
governments of the Philippines and
Thailand over a WTO ruling (DS371) on
the case that supported the Philippines
five years ago.
If Customs sounds complicated,
excise can be even more so. Wine accounts for less than 2% of the Thai alcohol market (source: WHO). Thailand
produces a limited amount of domestic
wine, the bulk is imported. In September 2013, changes to liquor excise were
implemented. Excise is now based on
a formula of alcohol or product value,
whichever is the higher. Products that
cost above THB 600 (around USD 17)
attract an additional duty of 36%. This
means that a bottle of wine which sells
for THB 1,000 has a duty of THB 700
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Peter has experience across global financial
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Chartered Director Thai Institute of Directors, Director of
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levied against it – and the real crunch is
yet to come.
The definition of the product value is
at the discretion of the Excise Director
General who has the authority to determine “the last wholesale price”, regardless of the actual cost. A distinction is
made between excise taxes for local
and imported white spirits. These dis-

Peter Emblin
Securities, a publicly listed company in Thailand.
MBMG Group, founded in
Thailand in 1996, offers different business practices
with services ranging from
Investment, Personal, Corporate, and Tax Advisory to
Accounting & Audit, Legal
and Insurance Services, Estate Planning and Property
Solutions.

criminatory powers have been raised in
negotiations between Thailand and the
EU on several occasions and remain an
ongoing issue.
Thailand’s arbitrary use of its customs and excise laws is contentious
and may hinder its plan to join TPP.
Thailand needs to start being more rational or it may face consequences.

Do transfer pricing
adjustments have
an effect on EU VAT?
By Toon Hasselman
Traditionally, transfer pricing (“TP”)
has been regarded as something ex-

clusively related to direct tax and was
therefore solely looked at by an elite
of international direct tax experts and
accountants. The pricing within mul-

tinational companies influences both
the allocation of profits and therefore
affects the companies’ financial statements.
...next page
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The doctrine has accepted that when
multinationals voluntarily adjust their
intercompany pricing, TP and VAT are
inextricably linked. The VAT impact is
crystal clear as the taxable amount for
VAT purposes changes.
However, the policy is not consistent regarding compulsory adjustments made by the income tax authorities. It is not evident if such an
adjustment alters the taxable amount
for VAT in general as this is, merely a
way of assigning certain benefits to
certain entities.
In the preamble to the EU VAT directive (2006 version) it is indicated
that the directive’s objective is to prevent the loss of VAT revenue through
the use of connected parties (“CP”).
Art. 72 provides a definition of the
open market value (“OMV”) and
Art. 80 establishes when the taxable
amount should be deemed the OMV
(in case of VAT evasion between connected parties when one of the entities involved does not have a full right
to deduct VAT). The concepts of both
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E: toon@limes-int.com
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Toon Hasselman is an experienced, distinguished VAT and Customs specialist providing support to both national and international companies. He provides simple and
practical solutions, “out of the box” alternatives and promotes a no-nonsense approach
with a conclusive solution at fair cost. Toon
is Global Vice-Chair of the Indirect Taxes
Practice Group.
LIMES International B.V. is an independent
international tax consultancy firm specialising in cross-border issues. They focus exclu-

OMV and CP are not the same as the
OECD’s.
It is therefore evident that a com-

Toon Hasselman

sively on companies and expats that cross
borders, providing them with a broad range
of integrated solutions in tax and expat,
legal, payroll, immigration and relocation,
pension and insurance, HR and VAT and
customs services

pulsory direct tax adjustment should
not have an impact on EU VAT as they
target different goals.

EC Action Plan – a move to a
genuine single EU VAT area?
By Stuart Eccles
In April 2016 the European Commission published a VAT action plan with
the subtitle cry of ‘Time to decide’. It
seems the Commission is challenging
the EU Member States on whether they
have the political will/are serious about
wanting a uniform and consistent VAT
system for the single market.
The Commission recognises that
the current VAT system needs modernising and rebooting. Never mind
that the proposals also seek to fight
VAT fraud and close the annual VAT
gap of €170bn.

Two of the proposals are for the development by extension of the current
‘one-stop-shop’ for B2C e-services. Initially, this would be expanded to cover
B2C distance sales of goods and then,
in the future, the creation of a genuine
single EU VAT area by extending the
one-stop-shop to cover B2B supplies
of goods.
Political will is required to remove
deep-rooted obstacles, as Member
States would need to align VAT registration thresholds, audit overseas companies on each other’s behalf and collect VAT owed to other Member States.
Confusingly, the VAT action plan refers to two reform options giving Member States flexibility on the VAT rates
they apply. Both options include existing reduced rates/derogations legally
applied being maintained and interestingly, may be available to all Member
States. This would, for example, help
harmonise the VAT rate applied to digital products, such as e-books, compared to the physical form.

GGI member firm
Haines Watts
Auditing & Accounting, Tax, Advisory,
Corporate Finance, Fiduciary &
Estate Planning
London, UK
Stuart Eccles
E: seccles@hwca.com
T: +44 207 025 4650
W: www.hwca.com
Stuart is a VAT Senior Manager at Haines
Watts and has nearly 20 years’ experience
advising both large and family/ownermanaged businesses on a wide range of
VAT matters, but with significant focus on
international trade and immoveable property. Haines Watts assists clients in navigating complex issues around tax planning and
structuring, growth and expansion plans,
with securing funding, managing succes-

Time will tell if there is the political
will to achieve major reform of the EU

Stuart Eccles

sion and harnessing opportunities. Their
commercial focus and practical approach
ensures we help our clients build profitable
businesses and realise their ambitions. Visit
them at www.hwca.com.

VAT system, but the Commission is
giving it a good go.

Treatment of warehouses
under Spanish VAT
By Carlos Frühbeck Olmedo
In general, if a business has a warehouse or deposit located in Spain, it
is considered to have a permanent establishment in this country. However,
there are some exceptions to this rule.
Below, three common examples of
warehouses and how to deal with them
for VAT for B2B supplies in Spain.
a) Storage on consignment: The foreign supplier constitutes a deposit
of goods in the facilities of its Spanish customer, who withdraws the
goods from storage according to its
needs. Spanish tax administration

...next page
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considers that there is no permanent establishment. The foreign
supplier is not required to register
for VAT in Spain.
b) Logistics warehouse: The foreign
supplier contracts a logistics warehouse with a third party. In this case,
the foreign supplier is required to
register for VAT in Spain. Reverse
charge procedure applies to sales
made to Spanish customers. The
foreign supplier must issue his invoices without Spanish VAT, transferring the obligation to pay the VAT
to the Spanish customers.
c) Warehouse operated by the foreign
supplier: The foreign supplier has a
warehouse in Spain which is operated by the supplier itself. In this case,
the supplier is required to register
for VAT in Spain. In addition, the
supplier must charge Spanish VAT
on sales carried out with Spanish
customers and pay the tax to Spanish tax authorities.
The qualification of the warehouse
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Ficesa Treuhand, S.A.P.
Advisory, Auditing & Accounting,
Fiduciary & Estate Planning, Tax
Madrid, Spain
Carlos Frühbeck Olmedo
E: fruhbeck@ficesa.es
T: +34 91 700 43 50
W: www.ficesa.es
Carlos Frühbeck is member of the Spanish Official Register of Chartered Accountants. He speaks English and German fluently and is currently managing partner of
Ficesa Treuhand, S.A.P., an accounting,
auditing and fiscal advisory company
founded in 1978. The
company currently
have five offices in

is also important for the purpose of
determining the VAT refund procedure
to be applied by the business. In the
first two examples, the supplier must
request the refund through the pro-

Carlos
Frühbeck Olmedo

Spain, located in Madrid, Barcelona,
Marbella, Palma de Mallorca and Gran
Canaria. The firm specialises in providing
services to Spanish subsidiaries of multinational groups. The staff speak German,
English and French.

cedure for non-residents provided in
the EU Directive. In the last example,
the supplier must request the refund
through the general procedure applicable to other Spanish businesses.

VAT effects of
supplying electronic
services in South Africa
By Graeme Saggers
A recent amendment to the
Value-added Tax (“VAT”) Act has
meant that foreign suppliers of
electronic services are likely to
levy VAT at a rate of 14% on any
supplies to South African residents. Below are five key effects
or requirements resulting from
this amendment:
1. The definition of “electronic
services” is broad and includes

education, games and games of
chance, Internet-based auction services, miscellaneous services including e-books, audio-visual content,
still images and music and subscription services that are provided “by
means of an electronic agent, electronic communication, or the Internet”.
2. Foreign suppliers are required to
register as a VAT vendor when the
value of their supplies cumulatively
exceeds ZAR 50,000 (approximately
EUR 3,200).
3. The South African Revenue Service
(SARS) has issued a draft ruling saying electronic services suppliers are
no longer required to register for VAT
if they supply electronic services only
through an intermediary platform.
4. Electronic service providers must
use the exchange rate published by
SARB (South African Reserve Bank),
Bloomberg or the European Central Bank on the date of supply, the
exchange rate on the last day of the
month preceding the time of supply,
or the monthly average exchange rate
of the month preceding the supply.
5. Electronic service providers may ad-
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T: +27 21 658 6600
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Graeme Saggers

Graeme is the National Tax Partner for
Nolands. He obtained his BCom (Hons)
degree at Rhodes University and qualified
as a Chartered Accountant in 2009 after
completing his articles at KPMG. He joined
Nolands in 2011 as an Audit Manager and
was appointed as the Tax Director at Nolands in September 2014.
Nolands SA is a national auditing firm,
located in 10 offices in including all major centres in South Africa and Mauritius,
employing almost 200 people focussed on

providing the best possible solutions for its
clients. Nolands prides itself on being “not
ordinary” and in its ability to integrate services and respond rapidly to clients’ needs.

vertise and quote their prices exclusive of VAT on condition that their
website contains a statement that
VAT will be levied on the supply of
electronic services.

This amendment has only been active for two years and so commentators
are expecting further changes and clarifications on the Act and related regulations.

U.S. State Taxation

Is the Repeal of Quill’s
Physical Presence
Principle Unavoidable?
By Pablo Garciga
A major paradigm shift is on the horizon pertaining to sales tax nexus in
the US. Historically, physical presence
has been the lynchpin of a state’s power in imposing taxes. States argue that
in the modern business environment,

this concept of physical presence is
obsolete.
On 22 March 2016, South Dakota
(SD) enacted legislation requiring remote sellers that do not have a physical presence in SD to collect sales tax
on sales made in the state. Certain remote sellers that sell tangible property

or services for delivery into SD will be
required to collect and remit sales taxes
as if they had physical presence in the
state. Remote sellers will be subject to
these new rules if they meet one of two
thresholds in either the preceding or
the current calendar year: sales to SD

...next page
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customers exceed USD 100,000; or,
seller engaged in 200 or more transactions with SD customers.
The law recognises that it is in opposition to current constitutional standards and says the remote sellers’ obligations created by the law “until the
constitutionality of this law has been
clearly established by a binding judgment, including a decision from the
Supreme Court of the United States
abrogating its existing doctrine” [SB
106, Laws 2016, §8(10).] Practically
speaking, until the physical presence
nexus requirement is overturned,
compliance with this law is voluntary.
Voluntary compliance is not usually
advisable as the automatic injunction
does not protect sellers who have voluntarily complied.
The Government may act to codify
the physical presence requirement.
On 14 July 2016, the No Regulation
without Representation Act of 2016
(H.R. 5893) was introduced in the U.S.

GGI member firm
Funaro & Co. PC
Advisory, Auditing & Accounting, Tax
New York, NY, USA
Pablo Garciga
E: pablo.garciga@funaro.com
T: +1 212 947 33 33
W: www.funaro.com
Pablo specialises in state and local taxes
(SALT), with an emphasis on multi-state corporate income/franchise taxes and sales and
use taxes. He has over 20 years of cumulative
SALT experience with Funaro
and Big 4 Public Accounting
firms. He is a CPA, JD with an
LLM in Taxation.
Funaro & Co. PC provide a

House of Representatives.
The bill seeks to codify Quill’s physical presence requirement, without
this or similar action, the requirement

Pablo Garciga

wide range of services, including accounting
and auditing, tax reporting and compliance,
tax advisory, management consulting, and
transaction advisory.

could soon be overturned. For more
information, please see the full article
on GGI Forum.

Slovak VAT purposes since 1 January 2016

The change of
Slovak VAT legislation for
foreign persons
By Marian Augustin
The amendment to the VAT Act effective from 1 January 2016
(“Amendment”) involves also the substantial changes in the area
of VAT for foreign non-established persons involved in B2B supplies (not having a seat, place of business nor VAT fixed establishment in Slovakia) registered for Slovak VAT (“foreign persons”).
The Amendment has introduced the local reverse-charge on
supplies of goods made by these foreign persons. The reversecharge mechanism shall be applied to all supplies of all goods
by foreign persons to Slovak established persons. The customers
(locally established) of foreign persons are obliged to apply the
reverse-charge regime on goods. In this case, the foreign person

shall issue an invoice without Slovak VAT.
As a result, this change has substantial
impact on the correct VAT treatment as
well as on cash-flow of these foreign persons.
Before 1 January 2016, any supply of
goods in Slovakia by foreign persons was
not subject to reverse charge. The reverse
charge is still not applicable to supplies
of goods by foreign persons to another
foreign person. It is therefore very important to verify the customer’s Slovak VAT
registration in order to ensure correct
VAT treatment.
The change of the VAT treatment of
supplies of goods has also an impact on
Slovak input VAT recovery. The foreign
persons are not able to recover all Slovak
input VAT via Slovak VAT returns and a
separate VAT refund procedure must be
followed in some cases.
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Marián Augustín is the Managing Partner
at AT Partners. Before joining AT Partners,
he worked for Andersen and Ernst & Young
in Slovakia. Marián is a Slovak Statutory
Tax Advisor and a member of the Slovak
Chamber of Tax Advisors. He is also an
active member of the VAT
methodical committee of the
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Marian Augustin

AT Partners is a professional services organisation located in Bratislava, Slovakia
that provides integrated solutions that
draw on diverse and deep competencies in
tax, payroll, audit and accounting consultancy and assurance.

Pitfalls and challenges in adopting anti-avoidance measures

VAT purposes in Romania
within the BEPS environment
By Ioana Galateanu
Romania is facing a high level of VAT
gap and even though this gap slightly
dropped in 2015, it still is the highest
in the CEE region. On the grounds of
tax administration reform programmes
delivering good results for certain EU
countries, Romania is also trying to
implement measures including tax receipts lottery, additional VAT registration
checks or adjusting reporting requirements. The adjusted reporting requirements consist of amendments brought
to the Local Sales List by increasing
the volume of the data required. This is
especially so for big companies which
perform a large volume of transactions,
as such adjustments have a significant

...next page
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reporting impact as additional staff need
to be allocated, bringing additional unbudgeted costs. In terms of VAT registrations, the registration statement introduced relatively recently has also proven
to be a burden for genuine businesses
and does not seem to bring the desired
outcome in terms of reducing fraud and
increasing collection. An updated and
simplified statement will therefore soon

replace the existing one. Most of the additional documents currently required
will no longer be required. Furthermore,
the number of questions is considerably
reduced.
The Tax Office is hoping such measures will bring gap benefits, however
studies show that raising the compliance burden may not necessarily be effective. A study by the EC reveals that

more complex reporting is linked to a
higher VAT gap. Perhaps the most desirable way forward is the development
at EU level of an awareness strategy
among public and private stakeholders
under ‘fraud threat’ for detection and
prevention, by means of operational and
technological cooperation in a coordinated manner in which Romania plays
a part.

VAT and cross boarder online shops

Surprising practical approach
by German tax office
By Susann Roll
Cross-border online-shopping is getting more popular every day. Problems
may arise easily, especially if the sold
goods are imported from outside the
EU into Germany and if goods are then
immediately sent to customers in sev-

GGI member firm
Benefitax GmbH
Advisory, Auditing & Accounting,
Corporate Finance, Fiduciary &
Estate Planning, Tax
Frankfurt am Main, Germany
Susann Roll
E: s.roll@benefitax.de
T: +49 69 25 62 27 613
W: www.benefitax.com
Susann Roll is a certified tax advisor and
earned a degree in business administration. She mainly works in VAT and corporate tax, specialising in German entities
with foreign parent companies.
Benefitax GmbH is a tax consultancy
and public auditing company located in
Frankfurt, which is widely recognised as
the financial centre of Germany. Benefitax

eral EU-countries after import. EU VAT
rules state that import VAT has to be
declared and paid only in the country of
final destination. Only then can the already paid import VAT be reclaimed. In
some cases, due to lack of knowledge,
the import VAT for shipments that are
forwarded to other EU countries is paid

Susann Roll
predominantly serves German entities of
foreign multinational groups, mediumsized German companies with crossborder activities and wealthy private individuals.

in the wrong country. Any wrongly paid
import VAT in the intermediate country
cannot be reclaimed and is lost to the client. Furthermore, the import VAT has to
be declared a second time in the country
of final destination, once the mistake is
discovered by the local tax authorities at
the latest. This may very quickly and very
easily result in substantial amounts of
unnecessarily paid import VAT. Quite surprisingly, in a recent case, the specialised
tax authority in Germany for UK companies selling goods in Germany, informed
us that all paid import VAT can in fact be
reclaimed. The authorities explained that
the shipment might have originally been
designated for Germany, but was instead
forwarded to another county. Any imported shipments that are forwarded to other
EU countries shall therefore be declared
as VAT-free intra-community supplies.
This approach is certainly favourable, but
there is also a risk that subsequent audits
might overturn past decisions and assess
that already refunded import VAT has to
be paid back. To avoid any problems from
the beginning, it is recommended to
clarify in advance the planned transport
route and destinations of the shipments
with the client and work with local tax experts from the very start.

Mercedes Benz Case

Italian VAT recovery
pro rata not in line
with the EU Directive
By Andrea Angheleddu
Mercedes Benz case (C-378/15) concerns conformity with the EU Principal
VAT Directive of the Italian VAT pro rata
and concerns recovery of VAT incurred
on business costs: on 29 June 2016, the
opinion of the Advocate-General of the
European Court of Justice (ECJ) was
published. According to Italian Law, a
taxable person which makes exempt
and taxable supplies should apply the
pro rata method to all purchases of
goods and services, apportioning the
VAT recovery through a ratio between
exempt and taxable supplies (not only
to the common ones used in making
both exempt and taxable supplies).
Mercedes Benz did not consider the
fact that it made exempt supplies, being interest on loans granted to controlled companies and so claimed full
input VAT deduction. The Italian VAT
Authorities disagreed with this stance
and the dispute is now being heard before the ECJ. The Advocate-General’s
opinion, which precedes a decision
of the ECJ, agreed with Mercedes and
the current form of ratio (applied to
all purchased goods and services even
those exclusively used for transactions
with right to deduction) would not be
consistent with the EU VAT Directive:
the Italian pro rata method should
therefore be modified and applied to
apportion input VAT deduction only in
the case of purchases for mixed use related both to exempt and taxable supplies. If this opinion is confirmed by
the ECJ, a taxable person could fully
deduct input VAT on purchases having

a direct link with its taxable supplies
on the basis of the actual use, without
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Andrea Angheleddu is a chartered accountant and earned a LL.M in international
tax law from Bocconi University. He has
more than ten years of experience in VAT
and international tax, advising large companies as well as family business often
with an international
background.
Comma 10’s cornerstone is the profes-

proportional reduction even if it makes
exempt supplies.

Andrea
Angheleddu

sional collaboration between chartered
accountants and lawyers with the mission
to provide integrated services with a multidisciplinary perspective. Comma 10 is
based in Milan and provides integrated
services to individuals, private and public
companies as well as non-profit organisations.
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Aspects of
German tax treatment
of chain transactions
By Ralf Kammer
The correct classification of chain
transactions is one of the most errorprone problems related to German
VAT and can in some cases lead to
huge additional tax burdens. Three
or more entrepreneurs concluding
contracts for the delivery of the same
goods is characteristic of a chain
transaction, with the relevant goods
delivered directly from the first to the
last entrepreneur in the row. According to German VAT rules, the question
as to which country has the right of
taxation of cross-border chain-transactions and whether they are treated
as taxable or tax-free depends on
which entrepreneur takes the control
of the deliveries. The case is easy to
handle when the first or the last entrepreneur is seen as acting and controlling person regarding the consignment of the goods. If one of the other
entrepreneurs is the acting person, it
begs the question as to whether this
entrepreneur is in control of the whole
delivery and bears the relevant risks.
Formerly this question was resolved

by considering the relevant delivery
conditions, especially the incoterms.
Due to new decisions of fiscal courts
the incoterms are no longer solely relevant for the classification. This leads
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law. He is partner in Muth & Partner mbB
and keeps a master degree in international
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in international tax

to a great uncertainty regarding the
correct treatment of chain transactions in Germany for VAT purposes
and makes it necessary to carefully examine each individual case.

Ralf Kammer
law and VAT.
Muth & Partner mbB is a multidisciplinary
partnership of auditors, tax consultants and
lawyers with three offices in the heart of Germany (headquarters in Fulda). With 100 employees including 26 professionals, the partnership offers a wide range of services in the
areas of audit, tax and law consultancy.

Value-added tax on
imported services (Part 1)
By Helen E. Ijewere
Value-added Tax (VAT) is charged at
5% and is payable on the supply of all
goods and services that are consumed
within, and enter Nigeria, other than
those goods and services listed as exempt in the First Schedule to the VAT
Act.
The VAT Act defines an imported service as “service rendered in Nigeria by a
non-resident person to a person inside
Nigeria.” VAT must be calculated on the
invoice supplied by the foreign supplier
of services such as consultancy, patent,
royalty and franchise services, among
others.
The FederaI Inland Revenue Service
(FIRS) has always insisted on VAT on
Imported Services, relying on Section
2 of the VAT Act. In February 2016, The
Tax Appeal Tribunal (TAT), Lagos Division in Vodacom Business Nigeria Ltd vs
FIRS ruled that the FIRS was correct in
assessing VAT on a contract for supply
of satellite network bandwidth capacities by a non-resident company based
in The Netherlands. The TAT applied the
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Destination Principle as a guide. It said
that the services provided were an intangible asset that was not listed on the
VAT Exemption List, and so, was not an
exempted service. The TAT ruled that the
Nigerian company had the responsibility
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to ensure that the non-resident company
registered for VAT, included the VAT on
its invoice, and in the absence of the
registration, the Nigerian company that
benefitted from the service must selfcharge and remit the VAT to the FIRS.
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