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Diary
Upcoming GGI Indirect Taxes
Practice Group meetings:

Editorial
Dear Reader,

➜ 01 December 2018
Phuket, Thailand

I am pleased to announce that I,
along with Toon Hasselman, have
been re-elected as Global Chair and
Global Vice-Chair (respectively) of the
Indirect Taxes (IDT) Practice Group
(PG) for another three-year term.

➜ 24 February 2019
Tel Aviv, Israel

Purpose

➜ 10 May 2019
Prague, Czech Republic

Our purpose and aim has always
been to create a truly global and active
IDT PG, where members are able
to work together for the purpose of
prospecting for and leveraging work
in the Indirect Taxes arena, whether
from existing clients or winning new
clients, and whether it be the provision
of sound, valuable cross-border
advisory or compliance services.

➜ 19 October 2018
Buenos Aires, Argentina

➜ 21 June 2019
Houston, TX, USA
➜ 13 September 2019 (TBC)
Marrakech, Morocco

STRUCTURE

COMMUNICATION
IDT PG Newsletter (bi-annually)
GGI INSIDER (frequently)
E-mail (occasionally)

MUTUALLY SUPPORTING

Our building blocks have been
and remain: ‘Structure, Activity
and Communication’, and all are
mutually supporting. See diagram
below for the current status of these
building blocks. Going forward, it is
our intention to ‘Construct’ what still
needs building, ‘Manage & Improve’
what is already in place and ‘Repair
or Replace’ what is not working.

Structure
This has been a real success story for
us. However, we do have vacancies for
posts as either Chairs or Vice-Chairs in

Global Chair + Vice-Chair
4 Regional Chairs
6 Regional Vice-Chairs

ACTIVITY
IDT sessions at the following
GGI Conferences & Events:
World
European
North American (joint)
Asia-Pacific (joint)
Nordic-Baltic (sometimes) and
IDT’s own meeting

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

assumed 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.

all five GGI regions, mainly due to active
GGI members leaving GGI member
firms. Anyone interested in joining the
IDT PG as a Chair or Vice Chair in any
region should get in touch now. Whilst
on this subject, I am very pleased to
announce that Mohammed Aweidah
has recently joined us as a Vice-Chair
to Graeme Saggers in the MEA team.

Activity
We have been able to introduce IDT
PG sessions at the North American
and Asia-Pacific Regional Conferences,
both joint with other Practice or Special
Interest Groups, and we will try to push
on with these and over time convert
them into full IDT PG sessions. We
would also like to make the NordicBaltic a regular IDT venue/session as
well as introduce IDT PG sessions at
the MEA and Latin American Regional
Conferences as soon as practicable.

Communication
There are exciting opportunities for
IDT PG members with the creation of
uncertainty and potential upheaval,
not least with Brexit impending in
the EU on 29 March 2019, the recent
Wayfair decision in the USA and the
number of jurisdictions where VAT
or GST is new or impending. To
deal with these opportunities, our
communication needs to be much
better than it is currently. We will seek to
implement communication platforms
as soon as possible and mention
two immediate initiatives below.

Website
We have been in the process of
constructing our own website for two
years. I believe our original thoughts
on how this would operate were overambitious and unachievable. The
project itself was too onerous, as would
have been the ongoing maintenance
of the site. It was right to have that
ambition, but the dawning of reality

has meant the whole project has been
rethought and revised. We will be going
live with the website soon and IDT PG
members will be contacted shortly.
We have a growing need for a
Communications Champion, who
would be appointed as our ‘Head
of Communications, Editorial and
Technical’. In our opinion, this job is
one of the top three roles in the IDT
PG and I urge anyone interested in
this role to get in touch with me now.

Brexit Club
Given the positive feedback we
have received at our own IDT PG
meeting (February) and the European
Regional Conference (April), we
will be instigating a Brexit Club.
Brexit means change but what
that change will be no one yet knows.
Whilst the politicians argue and dither,
and chronic lethargic inertia sets in,
what are businesses with trade into
the UK and then the EU, or vice versa,
doing to protect their interests:
a) if it’s a hard ‘no deal’
Brexit with closed borders,
b) a soft Brexit such as the
European Economic Area (EEA)
system but, perhaps, with different
border requirements, or
c) something in between
and/or different?
The answer is that very few
businesses that need to assess how
Brexit will affect their business are
doing something about it and most
are doing nothing. They all need a
Plan B for whatever contingency they
are faced with, and will likely need
an advisor to assess matters and
recommend solutions. More worryingly,
there are not many advisors actually
proactively approaching their clients
about this subject, and this is where
the Brexit Club concept begins. Brexit
Club steps out of the dithering, the
inertia and the indecisiveness, and
works to put a Plan B in place.
For example, I have gained one
new client for Haines Watts by helping

them replicate their Dutch-owned
EU business within the UK, such
that it now has a foothold here and
access to our financial marketplace;
an imperative for them. I am also
presently discussing with one of our
Haines Watts clients setting up a
new business in Amsterdam (as that
is where they wish to locate due to
the availability of already trained and
qualified people) so that they have got
access to the EU, their main customer
base. These opportunities are out
there in all countries and will only be
leveraged if we are proactive in this area.
We wish to launch the Brexit Club
as soon as possible and are looking
for ‘Captains’ to form country teams;
people who wish to push the initiative
further with us. This is not just a UK/EU
initiative; it involves all jurisdictions that
trade through the UK with the EU, or
vice versa. Those interested in stepping
forward as Brexit team Captains, forming
in-country Brexit teams and joining the
Brexit Club, should get in touch now,
so we can ‘get this show on the road’.
As you can see, we are already
‘Constructing’ what still needs building,
‘Managing & Improving’ what is
already in place and ‘Repairing or
Replacing’ what is not working.
Steve McCrindle
Global Chairperson of the
GGI Indirect Taxes Practice Group
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Is the EU VAT system
fit for purpose?
By Steve McCrindle
All EU businesses supplying goods or
services B2B to a VAT registered person
in another EU Member State have to
report these transactions on EC Sales
Lists (ESL). ESLs are sometimes known
by a different name, e.g. Recapitulative
Statements or Summary Statements. An
ESL is a form providing basic transactional
information – VAT registration number
of the customer, value of all transactions
with that customer in the period, type
of transaction – albeit the reporting
requirements are more onerous in some
Member States. In the UK, it’s a condition
of zero-rating for intra-EU supplies
of goods that you have a valid VAT
registration number for your EU customer.
The information provided on an
ESL is collated by the EC Commission
onto a system called VIES and can
be used by anyone to validate a
customer’s VAT number (a number

GGI member firm
Haines Watts
Advisory, Auditing & Accounting, Corporate
Finance, Fiduciary & Estate Planning, Tax
More than 60 offices throughout the UK
T: +44 207 025 4656
W: www.hwca.com
Steve McCrindle
C: +44 7584 901 473
E: smccrindle@hwca.com
With over 60 offices around the UK,
Haines Watts is a UK Top 15 firm of
Chartered Accountants specialising in
the owner-managed
business sector. Assisting
over 35,000 business
owners around the UK,
Haines Watts supports

checker) and by each EU Member
State’s taxing authority to check the
accuracy of taxpayers’ VAT returns.

Case-study
I have a UK VAT registered client who
purchased goods from a Netherlands
supplier, a B2B transaction. The
Dutch supplier duly completed an ESL
reporting the transaction(s) and used
my client’s UK VAT registration number
to enable the VAT free supply of goods.
Alright so far? No. The goods were
removed from the Netherlands to France,
which is the jurisdiction where my client
took title to the goods. These do not
appear to be Triangular transactions. My
client is not registered for VAT in France
and nor ostensibly do they need to be.
France has a mandatory reverse-charge
mechanism, whereby the recipient of
goods or services holding a French VAT

Steve McCrindle

business owners’ aspirations and
help them to achieve their goals.
Steve McCrindle is a VAT Partner at
Haines Watts, a leading provider of business
advice and accounting services to owner
managers operating in
the UK and abroad. He is
also Global Chairperson
of the GGI Indirect
Taxes Practice Group.

number is liable to settle the French VAT
incurred on the local supply performed by
a taxable person not established in France.
Now, at the point of sale the Dutch
supplier has no visibility of my client’s
customer and nor, I understand, is there
a responsibility to have any. My client, we
assume, has no obligation to register for
VAT in France and cannot provide a French
VAT number, but the Dutch supplier
knows the goods have been removed
from the Netherlands to France. So how
does it treat the transaction as VAT free?
The Dutch supplier’s solution was
to use my client’s UK VAT registration
number on its ESLs. This is an error by
the Dutch supplier, as it didn’t need to
use my client’s UK VAT number because
the Dutch tax office uses a substance
over form test when determining the VAT
liability of such supplies. That said, I do
have some sympathy with its position.
Under UK VAT legislation, HM
Revenue & Customs (HMRC) can use the
information contained in VIES to make
a determination against UK taxpayers
that have not accounted for acquisition
tax, with no credit for the equivalent
input tax. Therefore, my client has
undergone a horrendous intervention
by HMRC’s Fraud Investigation
Service and received an assessment
in this respect for GDP 1,096,508.
My work on this case continues.
However, I cannot see how goods
supplied from the Netherlands to
France and then sold within the French
domestic economy can be subject to
UK VAT in any circumstance, other than
if Carousel Fraud is found, but HMRC
is not suggesting that. To compound
matters, the EC has already inserted a
warning on the VIES system to the effect
that ESL information submitted by the
Danes is not fit for purpose and they are
working on a solution. ‘Papering over the
cracks’ is a saying that springs to mind.

New Potential Exposure
for US Sales Taxes
By J. Pablo Garciga
The US Supreme Court has
decided that an out-of-state retailer
is not required to have physical
presence in a state before the state
can require the retailer to collect its
sales tax. ‘Economic nexus’ (nexus
in the absence of having physical
presence in a state) now suffices to
meet the Constitutional requirement
of ‘substantial nexus’ between a
state and an out-of-state retailer.
Prior to 21 June, 2018, some form
of physical presence was required
before the state could enforce its rule.
In South Dakota v. Wayfair (US S. Ct.
Dkt. No. 17-494, 06/21/2018), the
Court considered the constitutionality
of South Dakota’s (‘SD’) application
of its sales tax to internet retailers
who sold into SD but had no physical
connection to the state. SD’s laws
require a business to collect and remit

GGI member firm
Funaro & Co. PC
Advisory, Auditing & Accounting, Tax
New York (NY), USA
T: +1 212 947 33 33
W: www.funaro.com
J. Pablo Garciga
E: pablo.garciga@funaro.com
Funaro & Co. PC provide a wide range
of services, including accounting and auditing, tax reporting and compliance, tax
advisory, management consulting, and
transaction advisory.
J. Pablo Garciga specialises in state and local taxes
(SALT), with an emphasis
on multi-state corporate income/franchise taxes and

SD sales tax if the business has annual
sales from customers in SD in excess
of USD 100,000 or 200 or more sales
transactions, regardless of whether the
business has a physical presence in the
state. In upholding the SD law, three

J. Pablo Garciga

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.

aspects were heavily relied on by the
Court: (1) the law provides thresholds
(e.g. more than USD 100,000 from
in-state customers); (2) the law is
not retroactive; and (3) the state is a
member of the Streamlined Sales and
Use Tax Agreement (this minimises
the burden on interstate commerce).
Uncertainties abound. Domestically,
will a state’s retroactive application
of economic nexus be permitted?
From a foreign perspective, will
states be able to assert the economic
nexus against non-US sellers? If so,
what remedies are available against
non-collecting retailers that lack
physical connections to the state?
Currently, more than half of the
states which impose sales taxes
have adopted (or are in the process
of adopting) economic nexus
definitions for sales taxes purposes.
This trend is expected to continue.
With thousands of distinct sales and
use tax rates imposed nationwide, and
with the changing nexus definitions,
businesses must be careful when
navigating the murky waters of
multistate sales tax compliance.
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VAT-in-brief: Brexit ‘no deal’
– some VAT highlights
By Toon Hasselman

General
What are the most relevant VAT
consequences for businesses if there
is no Brexit deal on 29 March 2019?

After 29 March 2019
The UK will continue to have a
VAT system after it leaves the EU
that will regulate imports, exports,

cross border services and that may
interact with EU IT systems.

Exporting goods

Importing goods

The distance selling arrangement
will not work between the UK and the
EU, and vice versa. VAT and customs
regulations will apply in both directions.

In the UK, the current regulations
for imports from non-EU countries will
apply. However, postponed accounting
for import VAT for imports from the
EU will be introduced for UK traders
to mitigate the cash-flow impact.
The UK’s ‘Low Value Consignment
Relief’ will not be extended to
goods coming from the EU.

Services
The UK’s ‘place of supply rules’
will remain the same. However, UK
VAT deduction rules may change for
financial services. EU businesses doing

business with UK customers can deduct
input VAT related to that business.

UK VAT Mini
One Stop Shop
The Mini One Stop Shop (MOSS)
for non-EU businesses will be
available for UK businesses selling
digital services to EU consumers.
Such businesses need to register for
MOSS in an EU Member State.

Northern Ireland
At this point in time, there is no clarity
on how imports / exports would work
between the UK and Northern Ireland.
The UK government has expressed its
concerns and will act in the best interests
of the people of Northern Ireland.

GGI member firm
LIMES International B.V.
Advisory, Fiduciary & Estate Planning, Tax
Valkenburg, ZH, The Netherlands
T: +31 88 089 90 00
W: www.limes-int.com
Toon Hasselman
E: toon@limes-int.com
LIMES International B.V. is an
independent tax consultancy firm
specialised in cross-border issues. It
focuses on companies that engage in
cross-border business (expats, goods and
services), providing them with a broad
range of integrated solutions in tax, legal,
payroll, immigration and relocation,
pension and insurance, HR, and VAT and
customs, advice and compliance services.
Toon Hasselman is an experienced
(30 years) high level VAT and Customs
Specialist to both national and

Toon Hasselman

international companies. He provides
simple and practical solutions, quick
‘outside-the-box’ alternatives if necessary
and promotes a no-nonsense approach
with a conclusive solution at fair cost.
Toon is also the Global Vice-Chairperson
of the GGI Indirect Taxes Practice Group.

New Italian
regulation for VAT Group
By Andrea Angheleddu
2018 saw the implementation
in Italy of Article 11 of Directive
2006/112/EC on the setting up of
the VAT Group. This means that
entities which are legally independent
of each other but closely linked by
financial, economic and organisational
relations may be regarded as a single
entity for the purposes of VAT.
The VAT Group may only be set
up by parties active in the arts or
professions, or enterprises within
state territory, between which
there are links of an economic,
financial or organisational nature.
The ‘all in all out’ rule applies.

...next page
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This obliges all the entities
subject to VAT which have links
of this kind to adhere to the VAT
Group regulations once the option
to that effect has been exercised.
The link has to exist at the time of
exercise of the option for the setting
up of the VAT Group, and in any case
as of 1 July of the year prior to that
in which the option takes effect.
For transfers of goods and services
by the members of the VAT Group,
the invoices issued have to contain
the Group VAT number and the
taxpayer ID of the member entity
which carried out the transaction. If
goods or services are supplied to the
VAT Group, the suppliers have to be
informed of the taxpayer ID of the
purchaser and the Group VAT number.
Transactions carried out
between the members of the
VAT Group are not regarded as
transfers of goods or services.
The services supplied or received
by a company or branch belonging
to the VAT Group to or from one
of its branches or companies
based abroad also become relevant
for the purposes of VAT.
A specific application may be

GGI member firm
COMMA 10
Chartered Accountants & Lawyers
Advisory, Auditing & Accounting,
Corporate Finance, Tax
Milan, Italy
T: +39 02 481 9258
W: www.comma10.it
Andrea Angheleddu
E: andrea.angheleddu@comma10.it
COMMA 10’s cornerstone is the
professional collaboration between
chartered accountants and lawyers and
offers its clients complete and interdisciplinary services related to accounting,
corporate and tax services, in the legal
area and referring to business area,
corporate restructuring and
bankruptcy. COMMA 10 is
based in Milan and provides
integrated services to

presented to obtain exceptions to the
presumptions of mandatory exclusion
or inclusion in the VAT Group.
The new regulations were introduced,
among other factors, to avoid

Andrea
Angheleddu

individuals, private and public companies
as well as non-profit organisations.
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 international tax advising
large companies as well as family business
often with an international background.

repercussions on banking and insurance
groups following the judgments
passed by the ECJ against the Italian
rules on VAT exemptions which apply
to banking and insurance consortia.

Australian Government
turns Property Purchasers
into GST Collectors
By Tony Nunes
Part 2 of a 2-part series.
Part 1 can be read here.
In the first part of this article, we
summarised the new GST withholding
rules for sales of residential property.

In this part, we discuss some
serious concerns with the new
rules, as well as several aspects
of the rules worth highlighting.
The new measures will affect
all property developers, as well as
purchasers, conveyancers, solicitors
and lenders, even though the

legislation seeks to address mischief
caused by only a very small number
of property developers. There will be
significant additional administration
and compliance imposed on
developers and purchasers.
Since developers will only receive
a credit where the GST is actually

remitted by the purchaser, it is likely
that developers will generally only
proceed with settlement where
purchasers either remit the GST
to the Australian Tax Office (ATO)
before settlement and provide
evidence of payment, or provide

GGI member firm
Kelly + Partners Chartered Accountants
Advisory, Auditing & Accounting,
Corporate Finance, Fiduciary
& Estate Planning, Tax
Sydney, Australia
T: +61 2 9233 8866
W: www.kellypartners.com.au
Tony Nunes
E: tony.nunes@kellypartners.com.au
Kelly + Partners is a specialist
chartered accounting business which
assists Private Businesses, Private
Clients and Families to manage their
business and personal financial affairs.
The Kelly + Partners tax consulting
practice is respected as one of the
foremost tax advisory firms in Australia
and offers the full range of direct,
indirect and international tax services.
Tony Nunes has over 22 years’

a bank cheque to the developer
on settlement. However, since the
obligation to pay the GST amount
to the ATO rests with the purchaser,
the purchaser will not be comfortable
providing a cheque to the developer
without an undertaking to forward

Tony Nunes

experience in providing tax advice. He
has extensive experience in advising
clients on issues affecting cross
border transactions, acquisitions
and restructures and in all aspects of
structuring the ownership and financing
of corporations and their operations.

the cheque to the ATO immediately
after settlement. It remains to be
seen how these practical issues
will be resolved in practice.
The legislation requires the
purchaser to remit either 1/11th of
the contract price to the ATO or a
specified percentage (7% unless
varied) of the contract price where
the margin scheme applies (the
margin scheme is used by developers
to reduce the GST payable on their
property sales). Since the GST
amount will be remitted by the
purchaser on settlement, rather
than by the developer when it
lodges its GST return, developers
will suffer a significant cash flow
disadvantage and funding penalty
compared to all other businesses.
The new rules apply to settlements
that take place on or after 1 July 2018.
However, there are comprehensive
transitional provisions that generally
grandfather contracts entered into
before 1 July 2018, so long as the sale
price is paid before 1 July 2020.
It is critical for vendors and
purchasers to seek advice on the
impact of the new rules and to
ensure the wording of their sales
contracts appropriately protects
and manages their GST positions.
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VAT-in-brief: Events,
Exhibitions and Conferences
By Robert Minke Dybkjær

General
Admission to commercial events
that take place in Denmark are
subject to Danish VAT (25%).

Hosts
Hosts need to register for VAT in
Denmark for admission, ancillary
(e.g. use of cloakrooms, sanitary
facilities etc.), catering services,
provision of exhibit space and tickets
to conference parties. Hosts get a
normal VAT registration, including
the right to deduction of input VAT.

GGI member firm
Dansk Revision A/S
Advisory, Auditing & Accounting,
Corporate Finance, Tax
25 offices throughout Denmark
T: +45 89 12 50 00
W: www.danskrevision.dk
Robert Minke Dybkjær
E: romd@danskrevision.dk
Dansk Revision A/S is a traditional
audit & accounting firm with 100 dedicated
employees. It is an independent business
advisor and consultant for small-,
medium-sized as well as larger entities
servicing them on a cost-effective basis.
Robert Minke Dybkjær is a VAT and tax
consultant in Dansk Revision Randers,
with a wide range of national and
international clients. For over 20 years,

Deduction of VAT
VAT on event costs, hotel expenses,
catering expenses, gala dinners
etc. are deductable for the host.
Participants at the conference can

apply for a VAT refund, either via
the VAT portal (EU businesses) or
via a form (non-EU businesses).

Robert
Minke Dybkjær
Robert has worked with VAT planning,
VAT rulings etc. for both tax authorities
and private businesses and is a parttime associate professor in direct taxes
at Aarhus University for law students.

Managers
Managers provide a wide range of
services in relation to a commercial
event, from invoicing in its own name
or the name of the host, to support
services. Regardless, either the host or
the manager must register for VAT.

Travel Agency
Regulation (TAR)
It is often the case that a host makes
supplies that fall under the TAR if such
business buys and sells services such as
hotel accommodation, transportation
of passengers, or excursions to
delegates in its own name etc. The
distinction between TAR and event
hosts is not exact and must receive
extra attention if it is to be relevant.

New decision of
the ECJ regarding
triangular operations
By Brigitte Jakoby
The case in question concerns
triangular operations of the German
company Hans Buehler KG. The
company has a German as well as
an Austrian VAT-ID-No. Buehler
applied the latter when it was a first
customer in triangular operations.
Buehler purchased goods from
German suppliers and resold them
to a Czech customer. The goods
were directly sent by the German
suppliers to the Czech Republic. In
the invoices, these transactions were
treated as Intra-Community triangular
operations. Buehler used the according
tax simplification rules. That means
its Intra-Community acquisitions
are regarded as already taxed.
However, the Austrian tax
authority refused the usage of these
simplifications. In the opinion of
the authority, the simplification
rule was not applicable solely
because Buehler has its residence
in the departure country (Germany).
Austria interprets sec. 141 lit c. VAT
Directive in that way, as do one
third of the other EU members.
In contrast, the ECJ came to
the conclusion that sec. 141 lit c.
does not preclude companies with
residence in the country of departure
and therefore the simplification
rule for triangular operations is
to be applied in these cases.
The ECJ has once again loosened
these previously strict formal
obligations. Companies which are in
dispute over triangular operations
with the tax authorities can now base
their appeal on the Buehler decision.

GGI member firm
Jakoby Dr Baumhof - Wirtschaftsprüfer
Steuerberater Rechtsanwälte
Advisory, Auditing & Accounting,
Corporate Finance, Law Firm Services, Tax
Rothenburg o.d.T., Ebersberg, Germany
T: +49 9861 9405 0
W: www.jakoby-baumhof.de
Brigitte Jakoby
E: brigitte.jakoby@jakoby-baumhof.de
Jakoby Dr Baumhof is a mediumsized interdisciplinary company
located in the south of Germany,
with offices in Rothenburg o.d.
Tauber, located in Northern Bavaria,
and Ebersberg, near Munich.
Brigitte Jakoby is a German Chartered
Accountant and German Certified Tax
Advisor. Since 1987 she has collaborated
with her husband Eugen Jakoby, also

Brigitte Jakoby

a German Chartered Accountant
and German Certified Tax Advisor. In
1996 she became one of the senior
partners at Jakoby Dr Baumhof.
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Immediate Supply
of Information on
VAT (SII) in Spain
By Carlos Frühbeck Olmedo
July 2018 marked a year since
the implementation in Spain of the
Immediate Supply of Information
(SII) on value added tax.
This procedure is mandatory for
all those taxpayers who exceed a
turnover of EUR 6 million and for
those taxpayers who apply for monthly
VAT refunds. The procedure basically
consists of these entrepreneurs being
obliged to notify all their invoices
issued and received to the tax agency
electronically, with a maximum
delay of four days. Communication
is carried out through an interface
with the web page of the tax agency.
The implementation of the SII
has meant significant effort of a

GGI member firm
Ficesa Treuhand, S.A.P.
Advisory, Auditing & Accounting,
Fiduciary & Estate Planning, Tax
Madrid, Barcelona, Marbella, Palma de Mallorca, Las Palmas de Cran Canaria, Spain
T: +34 91 700 43 50
W: www.ficesa.es
Carlos Frühbeck Olmedo
E: fruhbeck@ficesa.es
Carlos Frühbeck Olmedo 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

technical nature for all the enterprises
concerned, since they have had
to adapt their computer systems
to be able to provide information
in real time to the tax agency.
This new information system
has allowed the Spanish tax agency
to have real-time data from all

Carlos
Frühbeck Olmedo

company currently have five offices in 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 in addition to Spanish.

the invoices issued and received
by large enterprises, and in case
of discrepancies occurring, apply
for taxpayers to provide the
corresponding clarification.
However, the standout effect
of the implementation of the SII
is that companies which have not
properly declared their received
invoices in the system lose the
right to deduction of VAT until the
mistake or the omission is rectified.
The tax agency automatically
verifies that the data included in
the VAT tax returns matches the
information provided in the SII and
if any discrepancies are detected,
a limited verification procedure is
started. If the taxpayer has requested
a VAT refund, the initiation of the
procedure paralyses the VAT refund
until the discrepancies are clarified
or the errors are remedied.
However, it still remains to be
seen if this procedure will serve to
reduce existing VAT fraud, since
such fraud is essentially located in
small and medium-sized enterprises,
which are those that are mostly
not yet obliged to declare in the SII
their invoices issued and received.

Proportional crediting
of VAT amount in Georgia
By Giorgi Kutchashvili
According to Georgian Tax Law,
distribution of goods is one of
the taxable transactions for VAT
purposes. However, there are some
industries that are exempt.
Below are examples of
two such exemptions.
With right of crediting –
operation is exempt from VAT
and crediting is allowed.
E.g.: nut distribution is exempt
from VAT with right of crediting.
Therefore a nut distributor does
not charge VAT, but credits it on
expenditure on received services.
Without right of crediting –
operation is exempt from VAT
and crediting is not allowed.
E.g.: distribution of diabetic bread
is exempt from VAT without right of
crediting. Therefore, a diabetic bread

GGI member firm
TMC LLC
Advisory, Auditing & Accounting, Tax
Tbilisi, Georgia
T: +995 32 224 24 99
W: www.tmcgeorgia.com
Giorgi Kutchashvili
E: giorgi@tmcgeorgia.com
TMC LLC - Audit, Consulting & Law
Firm has been providing services to
locals and internationals since 2004
and assists them in the optimisation
of tax and financial risks. TMC is a
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distributor does not
charge VAT and does not
credit it on expenditure
on received services.
It is very easy to
administrate creditable
VAT if a company
specialises in only one
of these industries,
however what happens
if a company handles
both kinds of transactions?
In this case, the expenditure incurred
should be divided into two groups:
Separated expenditure - directly
related to any activity. For example,
we can credit VAT from the service
of nut shipping, but we can’t
credit it from the service of the
diabetic bread flour shipping.
Combined expenditure – for
example the cost of electricity

of the warehouse where the
products are stored.
In this case, creditable VAT must
be split as a proportion of the
monthly revenues, but at the end
of year it must be corrected by the
annual proportion of revenues.
For example, here are the given
revenues and proportionally
creditable VAT data, in euros:
November:
Nuts: 1000
Bread: 300
VAT: Payable 60, Creditable 46 (77%)
December:
Nuts: 600
Bread: 500
VAT: Payable 90, Creditable 50 (55%)

Giorgi
Kutchashvili

financial matters. In addition, Giorgi
leads the training in financial and tax
issues in the TMC training club.

Credited VAT during the year will
be EUR 96. However, creditable
VAT needs a correction at the end
of year, because the proportion
for the year will be different:
Annual:
Nuts: 1600
Bread: 800
VAT Payable 150 - Creditable 100 (67%)
This means that creditable
VAT must be increased by EUR
4 at the end of the year.
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Agency requirements
for importing goods
into South Africa
By Graeme Saggers
As Africa’s second largest economy,
South Africa is experiencing significant
attention from foreign suppliers
looking to import their goods into
South Africa. In most instances, sales
occur on an FOB basis and in these
situations, the buyer will typically be
registered as an importer and will be
obligated to be responsible for the
customs clearing process, a process
typically assisted by a clearing agent.
Increasingly, however, the situation
arises where a foreign supplier has
identified a specific market and looks
to import goods directly to their
customer or into a South African
warehouse occupied by themselves.
In such instances, the foreign supplier
is obligated to be responsible for
the customs clearance process. The
foreign supplier may not necessarily
have a branch or subsidiary in
South Africa and, depending on
the circumstances, may not have
a permanent establishment in the
country. In these circumstances, the
foreign supplier will be required to
register themselves as an importer
with the South African Revenue
Services (SARS). On lodgement of
the application, they will need to
appoint an Agent Foreign Trader
who will be accountable to SARS for
all the principal’s (foreign supplier)
customs clearance obligations.
The agent must be a South African
resident taxpayer and must have a
fixed place of business in South Africa.
Furthermore, there must be an agency
contract in place between the foreign
principal and the South African agent.

Such an agreement must be lodged
with the South African Revenue
when applying for registration.
The registration process as an
importer has stringent documentary
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requirements and may take some
time to be approved. Foreign
suppliers are well advised to seek
professional guidance when looking
to import goods into South Africa.

Graeme Saggers

of Cape Town. Graeme 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 a Tax
Partner at Nolands in September 2014.
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Let us know what you think about
FYI – Indirect Tax News, we welcome
your feedback. If you wish to be removed from the mailing list, please
email info@ggi.com.
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