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Editorial
Dear Reader,
I drafted the editorial for the Spring
2020 edition of the FYI Indirect Taxes
News on the flight home from the
ITPG Global Tax Summit (Frankfurt)
on 01 March 2020. Little did I know
then that less than three weeks later
I would be working at home full-time
(and still am), all GGI events I was
due to attend and overseas holidays
would be cancelled, and that I would
be using Zoom as the new interface
with clients and colleagues; all due to
the impact of the COVID-19 pandemic.
But, has that much really changed for
most of us, other than temporarily?
As Christopher Bullock wrote in
“The Cobbler of Preston” (1716):
’Tis impossible to be sure of any
thing but Death and Taxes.’
‘To be sure’, the world of indirect taxes
is ignoring the pandemic and still
moves forward at a pace, albeit with
some temporary VAT/GST and duty
reliefs aimed at tempering the impact of
lock-down on certain sectors for goods/

services. There are a number of articles
in this newsletter that discuss these and,
indeed, one article from Kelly+Partners
(Australia) that uses a GST principle
as a measure for a COVID-19 benefit.
Also included in this edition are
more on e-commerce and country
updates, including countering VAT
fraud, real-time data reporting,
and an article on installation and
assembly, amongst others.
Although I have crafted the lead article,
this only happened by default – I
forgot to ask someone else to do it.
We have lost a few Regional Vice-Chairs
and one Chair in recent months, all
due to people moving to new firms.
So, if you would like to undertake
such a role, please contact me to
flag your interest. We are especially
short of people in the Americas.

detail’. As such, the articles cannot
and should not be relied upon as
advice, which should be sought by
readers from their own advisers.
I trust that you find this newsletter
interesting and commend it to you!
Kind regards,

Whatever is written in an article
can only ever be a summary and as
always with VAT (and indirect taxes
generally), ‘the devil is always in the

Steve McCrindle
Global Chairperson of the
GGI Indirect Taxes Practice Group

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 verified. 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.

e-Publications –
Post- EU Evolution
in the UK VAT System
By Steve McCrindle
The UK has always zero-rated printed
matter, including books, booklets,
brochures, pamphlets, leaflets,
newspapers, journals and periodicals
(which include magazines), and
children’s picture and painting books. It
was HM Revenue & Customs’ (HMRC)
policy that zero-rating of VAT only applied
to ‘goods’ and not the e-book equivalent,
which is a ‘service’. This had been the
status quo in the UK for some time.
Fast forward 45 years to 2018 and HMRC’s
policy in this respect was challenged
via an appeal to the UK courts by News
Corp UK and Ireland Ltd (News Corp).
Whereas the First-tier Tribunal
decided in favour of HMRC, the Upper
Tribunal upheld News Corp’s appeal
(UT/2018/0065) and held that:
Group 3, Schedule 8, VATA 1994, is
not limited to goods and can include
services (such as digital publications);
the News Corp digital newspapers
were essentially the same or at least
very similar to the corresponding
printed newspapers, fulfilling the
same legislative purpose, and
falling within the same category of
items (or ‘genus of facts’) that UK
legislation has always zero-rated;
the domestic legal principle known
as the ‘always speaking’ doctrine is
engaged (essentially, that legislation
in certain circumstances should
reflect and keep up to date with
technological advances); and

the supply of the digital newspapers
in dispute fell to be zero-rated within
Item 2 of Schedule 8 (notwithstanding
that they did not exist when the
zero-rates were introduced).
On 19 February 2020, following the
Upper Tribunal’s decision in News Corp,
HMRC announced that there were no
changes in its policy, which continued to
be that supplies of digital publications
are standard-rated and that it had been
granted permission to appeal the Upper
Tribunal decision to the Court of Appeal.
On 11 March 2020, in an about-turn,
the Government announced in its
Budget that it intended to legislate to
apply a permanent zero-rate of VAT

to supplies of certain ‘e-publications’
with effect from 01 December 2020.
HMRC stated that the EU vires for
this change is contained in Council
Directive (EU) 2018/1713 which gives
EU Member States (including the
UK during the Transition Period)
that already had a zero-rate in place
on 01 January 2017 for printed
matter the option of extending
that VAT zero-rate to the electronic
equivalent of the physical products.
On 30 April 2020, HMRC announced
that they would bring forward the start
date and apply a permanent zero-rate of
VAT to supplies of certain e-publications
with effect from 01 May 2020.

...next page
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Steve McCrindle

Assisting over 35,000 business owners
around the UK, Haines Watts supports
business owners’ aspirations and helps
them to achieve their goals. It is a
leading provider of business advice and
accounting services to owner managers
operating in the UK and abroad.
Steve McCrindle is a VAT Partner at
Haines Watts. He is also Global Chairperson
of the GGI Indirect Taxes Practice Group.
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One can only guess at the reason why
HMRC and the Government had a
complete change of heart on this issue
between 19 February and 11 March
2020. However, they are still adamant
that this zero-rating cannot be applied
retrospectively, i.e. before 01 May 2020,
and so the News Corp case is likely to
rumble on its course through the UK
courts; unless separately settled.
If you have a client supplying
e-publications into the UK, there is
still an obligation for it to register
for UK VAT, as zero-rated supplies

are still taxable supplies. However,
for such supplies from 01 May 2020
ostensibly no UK VAT now needs to
be accounted for but VAT on attaching
UK costs may be recoverable.
If your client was registered for UK VAT
prior to 01 May 2020, there is possibly
an opportunity to make a retrospective
claim for a refund of VAT overpaid on
News Corp grounds. Any such claim is
likely to be rejected by HMRC, but in
such circumstances we would normally
appeal such a decision and have the
appeal stood-over behind News Corp.

Note of caution: There are many
quirks in VAT treatment in this area of
VAT. By way of example, advertising,
audio books and intellectual property
remain standard-rated and, further,
electronically-supplied plans or drawings
for industrial, architectural, engineering,
commercial or similar purposes are
specifically excluded from zero-rating.
Before applying the zero-rate, or if
considering making a retrospective
claim for a refund of UK VAT overpaid,
you should seek VAT advice.

Special VAT Relief
Mainly for the Hospitality
Sector in Austria
By Manfred Leitinger
and Antonio Lukic
On 30 June, the Austrian Parliament
aimed to pass a new law reducing
the VAT rate to 5%. It was meant
to affect all revenues generated
from selling beverages and meals,
meaning firms with a hospitality
trade license. But only one day
before the law came into effect,
the parliamentary session turned
out to also grant tax reliefs to the
entire hotel industry, including
the supply of accommodation.
In fact, it first seemed like all firms
with a certificate of competence
would have to apply the newly passed
law, but it turned out every trade
license holder, regardless of having
possession of the certificate, is
affected (including mountain huts,
etc.). This relief was meant to include

all consumptions on-site and deliveries
to customers. However, also included
are such sales associated to artists,
cinemas, theatres, and even ebooks,
for instance, also benefit from the new
tax rate. Our lawmakers included all
businesses, regardless of the legal form,
thus all societies can effectively increase
their net earnings while charging the
same price to their customers.
Though the publication of the federal
law gazzette took place on 07 July,

GGI member firm
Prodinger Leitinger & Partner
Steuerberatung GmbH & Co KG
Advisory, Auditing & Accounting, Corporate
Finance, Fiduciary & Estate Planning, Tax
Salzburg, Austria
T: +43 662 90 20 20
W: prodinger.at
Manfred Leitinger
E: m.leitinger@prodinger.at
Antonio Lukic
E: a.lukic@prodinger.at
Prodinger Leitinger & Partner
Steuerberatung GmbH & Co KG has
been a leading partner for medium-sized
companies for more than 50 years. It is
an independent competence centre with
a strong network offering a wide range
of services for every kind of project,
requirement and undertaking. The Prodinger

the reduced tax rate had to be applied
effective from the beginning of July
and will last until the end of the
year. As a consequence, we asked
ourselves: What do we do with all
the invoices issued at the beginning
of the month? Fortunately, our
Ministry of Finance found a typically
Austrian solution for (yes, you are
guessing right) typically Austrian
problems; all companies concerned
with the problem of not having
enough time to set their invoicing

up to the new VAT rate have the
opportunity to correct it manually
– either with a VAT correction
stamp directly on the invoice or by
correcting it with added text saying
that the VAT was reduced to 5%.
This particular VAT relief is only
one, and hopefully not the last, of a
package of supports from the Austrian
Government, to reduce the impact
COVID-19 has on the economy and to
get back on track as fast as possible.

Manfred Leitinger
Group has 10 offices in Austria. It provides
extensive advice on Austrian tax issues.
Manfred Leitinger is an expert who
specialises in VAT consulting (for crossborder business and foreign companies in
Austria) and accounting. He has broken new

Antonio Lukic
ground in the field of accounting through
the use of modern technology; he uses
existing data in adjoining programmes
and optimises operational procedures.
Antonio Lukic is a law graduate working
for Prodinger Leitinger. He conducted
plenty of employee assessments as a
freelancer before taking on a tax candidate
positon. For his diploma thesis on the
Taxation of Initial Coin Offerings, he
was awarded with the Styrian Chamber
of Consultants Research Award 2019.

GST – A Work in Progress for
International Transactions
By Siffat Kaur
VAT and GST all over the world has
evolved in a fragmented manner. This
has resulted in a variety of models

emerging, under which the tax levies
are based on different principles in
different countries. The ability to trade
services across borders is a more
recent development and one which

is not always easily assimilated into
current models. Implementation of
GST in India was touted as a tool for
accelerating the pace of tax legislation

...next page
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by taxing every value addition. However,
taxing the cross-border transactions
still continues to place strain on
the jurisdictional authorities.
The OECD, in its Pillar TWO approach,
proposed a new nexus-based concept,
circumventing dependence on physical

GGI member firm
Ashwani & Associates,
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Corporate Finance, Tax
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E: siffat.kaur@ashwaniassociates.in
Ashwani & Associates, Chartered
Accountants is an audit, tax and consulting
firm in India with three offices. Their
clients range from emerging entities to
large corporations with billions of dollars
as revenue. They include privately held
businesses, not-for-profit organisations

presence and taking jurisdictionbased sales as a basis, ensuring that
businesses having a global presence
are taxed on the economic nexus of
their sales and not only where they
are physically present. Although India
has always been at the forefront in
adopting international best practices,

Siffat Kaur

and publicly traded companies. Ashwani
& Associates support a local, national
and international client base.
Siffat Kaur is a BCom, ACA specialising
in VAT/GST consulting in cross-border
business in India and abroad. She thus has
experience and a vast working knowledge
of all aspects of service tax, trade law, VAT
and the like. Serving clients from national
and international companies and
having worked in every existing kind of
indirect tax branch, she offers pragmatic
solutions on a cost-effective basis.

as suggested by OECD, it seems to
have failed in the current scenario.
Like any other indirect tax regime, the
law was intended to provide mammoth
incentives to export houses, including
refunds. However, to the dismay of
every taxpayer, the legislation has still
proved to be a work-in-progress for
international transactions; whether
it be restricting refunds of credit on
capital goods, or late processing of
refunds, or the gruelling process of
obtaining a Letter of Undertaking.
The Act defines import of services to
occur when the supplier is outside India
and the recipient and place of supply in
India. However, the regime has so far
been unable to put in place a control
over the taxability of import of services
due to a lack of a proper mechanism
and adequate systems. Further, on
account of an upsurge in the current
pandemic situation, ‘OIDAR’ services
have gained much popularity, but this
Pandora’s box still remains a grey area.
It cannot be denied that Indian
GST began with a magnificence
as great as a carnival; however,
the magic that it was supposed to
demonstrate in the case of crossborder transactions is still awaited.

COVID-19 Concessions on
Import Duty on Certain Goods
By Carla Bendeman
On 15 March 2020, the Minister
of Cooperative Governance and
Traditional Affairs declared a
national state of disaster in response
to the COVID-19 pandemic. A
customs duty rebate and/or a VAT
exemption, as summarised below,

became operational and provides
for the relief of distress of persons
impacted by the pandemic.

to vendors and applies where
items are not already exempt
from VAT on importation.

Essential goods

These ‘essential goods’ are contained
in paragraph A of Annexure B of
Regulation R.398 of Government
Gazette No 43148 of 25 March
2020 and include specific goods

An exemption of VAT on essential
goods imported is available

listed under the headings of Food,
Cleaning and Hygiene Products,
Medical, Fuel and Basic Goods.
The International Trade
Administration Commission of South
Africa (“ITAC”) issued a Certificate,
valid from 30 March 2020 and will
remain valid for the duration of the
National Disaster, which certifies that
goods listed in the regulation will
automatically be exempt from VAT.

Critical supplies
A full rebate of Customs duty and an
import VAT exemption for “critical
supplies” as listed by the ITAC can
be claimed. Registered importers
must apply to the ITAC for an
import certificate via email which
authorises the import of critical
supplies under rebate item 412.11.
The ITAC-issued certificates are valid
initially from 30 March to 31 May
2020. A significant number of critical
supplies, particularly face masks and
hand-sanitisers, were imported and
thus the ITAC determined that there
was no longer a shortage of these

GGI member firm
Nolands
Advisory, Auditing and Accounting,
Fiduciary and Estate Planning, Tax
More than 10 offices throughout Africa
T: +27 21 658 6600
W: www.nolands.co.za
Carla Bendeman
E: carlab@nolandstax.co.za
Nolands is an international auditing
firm located in eleven offices in all major
centres in Africa. Nolands employs
almost 200 people and focuses on
providing the best possible solutions
for its clients. The company prides

items and that new certificates will
not be issued beyond 31 May 2020.
Given that the COVID-19 pandemic
is still very much ongoing, it may
be necessary to import critical
supplies again if stocks fall short.
Currently the ITAC is considering

Carla Bendeman
itself on being “not ordinary” and on
its ability to integrate services and
respond rapidly to clients’ needs.
Carla Bendeman is a Tax Trainee
at Nolands. She completed her
undergraduate studies in BCom Financial
Sciences at the University of Pretoria and
holds a BCom (Hons) in Tax from the
University of Cape Town. She is currently
completing her traineeship at Nolands
to qualify as a Tax Advisor (SA).

issuing rebate certificates, however,
only to the extent that is has been
demonstrated that there is insufficient
supply by domestic manufacturers.
Thus, on 25 June 2020, the ITAC
published draft Amended Guidelines
for notice and comment.

The New Principles for the
Classification of Rental and
Leasing Contracts in Germany
By Brigitte Jakoby
The key question regarding
leasing contracts under VAT
law always was and still is:
Is there a supply of goods
or a supply of services?

So far, the German tax authorities
have based their decisions regarding
leasing contracts on income tax
rules and general VAT principles. If
the lessee was entitled to dispose of
the leased objects like an owner for
income tax purposes it was assumed

that simultaneously a supply of
goods has occurred under VAT law.
As a consequence, the normally
autonomous VAT law was under the
regulation of the income tax law. The
ECJ decision in Mercedes-Benz
...next page
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Financial Services Ltd (MBFS)
changed this principle. For a
certain time it was unclear how
Germany would react to the ECJ
decision. However, classifying
lease contracts for VAT purposes
under income tax law now is no
longer applicable in Germany.
Meanwhile, Germany has amended
the VAT guidelines and a supply of
goods regarding lease contracts
occurs under two conditions
which are described below.

1. Transfer
of ownership
The contract between the lessor and
the lessee must contain a clause
relating to the transfer of ownership of
the leased assets. This could also be
met where an agreement contains an
option to purchase the leased assets.

2. Automatic transfer
of ownership
The terms of the contract must clearly
determine that the ownership of the
goods is to be acquired automatically
by the lessee if the performance of
the contract proceeds normally. The
conditions of the contract at the
time of signing it are significant.

In case of a non-binding option
to purchase, the requirements are
fulfilled if the exercise of the option
is the only economically rational
consequence for the lessee. There
is no real economic alternative
when at the time of the option the
sum of instalments equals the fair
value of the assets. At that moment,
the lessee should not have to pay
a considerable additional amount
for the exercise of the option.
According to the German Ministry
of Finance, the sum in question

GGI member firm
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In 1987, Brigitte Jakoby started collaborating with her husband Eugen Jakoby,
also a German Chartered Accountant and

should not exceed 1% of the
market value of the object.
For Germany, the ECJ decision in
MBFS has led to a departure of the
synchronisation between income tax
and VAT in this respect. For VAT lease
issues, the income tax principles
are no longer relevant. Contracts
can now be designed as a supply of
goods or a supply of services for VAT
purposes. This could be especially
interesting in cross-border-leasing
cases, namely, to transfer the place
of supply to the desired country.

Brigitte Jakoby

German Certified Tax Advisor. Since 1996,
she has been one of the senior partners at
Jakoby Dr. Baumhof.

Installation and Assembly
By Toon Hasselman
In my VAT practice, I have to deal
with cross-border activities on almost
a daily basis. These activities range
from a simple sui generis B2B service,
a straightforward intracommunity
transaction with ordinary goods
to more complex ones, such as
the supply of a so-called “freeze
tunnel” to a Belgian french fries
factory (factory) by a Dutch business
(trader) and by a Dutch construction
company (constructor), and
delivered on location in Belgium.
At first sight, this is not that difficult
for a VAT expert, assuming that it
is just the delivery of some simple
object and the transport is organised
by the constructor. The constructor
makes a zero-rated intracommunity
supply, the trader registers for VAT in
Belgium to report an intracommunity
acquisition, and the VAT due on the
following local Belgian supply is levied
from the factory by way of the reverse
charge. Simple comme bonjour!
However, it turned out that the
freeze tunnel consisted of seven
prefabricated parts of eight meters
each, all transported separately on
deep loaders to Belgium, welded
together at the location, mounted to
the ground, connected to utilities, and
integrated in the production process
of the factory (between the huge frying
pans and the packing department).
The tunnel was able to freeze a ton
of hot fries (181 degrees Celsius
to minus 18) in eight minutes.
The delivery of this installation
was accepted after being tested
and proven on location. A simple
intracommunity transaction? Perhaps.
Can the supply of a machine be
seen as an intracommunity supply

(even if tailor-made, tested and
connected to utilities)? As there is no
definition of a machine, who knows?
Maybe it is the supply of real estate?
Connected to the ground with bolts,
deemed to remain in place for years,
easy to dismantle and replace, how
much effort needed by how many
people? Again, there is no clear
answer. Perhaps it is an assembly/
installation then? One contract? Does
the installation lose its independency
when integrated into the factory?

It is not comparable with an IKEA
do-it-yourself double bed package.
The issue here is that the compliance
is different for the above-mentioned
qualifications and failing to meet the
“correct” one (which depends on the
arbitrary decision of the Dutch and
Belgian VAT administration) could
result in huge penalties. For example,
in Belgium, there is a 10% penalty for
failing to report an intracommunity
acquisition (even if the VAT due is fully
deductible in the same VAT return!).
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(30 years) high level VAT and Customs
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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.
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UAE Post-VAT Implementation
By Mohammed Aweidah
The UAE introduced Value Added Tax
(VAT), an indirect tax imposed on the
purchase of goods and services, at a
standard rate of 5%, effective 01 January
2018. Since then, companies have
restructured their business models to
include VAT in all of their operations. As
a new income-generating factor for the
UAE, VAT has helped in the development
of the infrastructure and contributed
to economic growth of the country.
Doing business in the UAE is
still favourable, despite the
implementation of VAT. Any registered
business can reclaim the VAT they
may have incurred in their operations.
End-users ultimately bear the VAT
cost; businesses, in effect, act as a
tax collector on behalf of the Federal
Tax Authority (FTA) in the UAE.
The FTA is responsible for
implementing VAT. It has diligently
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provided guidance whilst collecting
VAT and conducting audits.

infrastructure and other creative
outputs and institutions.

Tourists in the UAE can also reclaim
the VAT they have paid when they
leave the country on the condition
that they pay a 15% administrative
fee as well as a 4.8% “tag fee”
(of the VAT that they previously
paid) for every individual claim.

According to the Quarterly
Economic Review of the Central
Bank of the UAE (Q4 – 2019), the
UAE’s overall real GDP [Gross
Domestic Product] was estimated
to have grown by 2.9%.

While the UAE Finance Minister has
stated that it is premature and too
early to determine the full effects of
VAT on the economy of the country,
the UAE has noted significant
improvements since 2019, notably:
The UAE jumped two places,
(to 36th place) in the 2019
Global Innovation Index, since
the UAE achieved a “good
standing”. This position reflected
significant improvements and
high performance in categories
such as human capital, R&D,

As per October 2019, the Global
Competitiveness Report, released
by the World Economic Forum,
found the UAE ranked first in the
Arab World and 25th globally.
“The UAE lead in macroeconomic
stability is yet another proof
of the vibrancy, strength and
resilience of the national economy
to ride over challenges facing
the world economy today, and
to keep abreast of the latest
economic development trends,’’
says UAE Economic Minister,
Sultan Bin Saeed Al Mansouri.
The UAE’s finance officials have been
quick to deny any plans to increase
VAT, being very mindful of all of the
participants in the country’s economy.
The UAE projects it will generate
AED 37 billion of income added
to its GDP in the year 2020 due
to its implementation of VAT.

Mohammed
Aweidah

are highly skilled in providing
Auditing, Accounting & Controlling,
Company Formation in the UAE,
International Tax Advice, and Business
& Personal Financial Consulting.
Mohammed Aweidah is a member of the
UAE Accountants & Auditors’ Association.
He holds extensive experience in Auditing,
Financial Advisory, International Tax Advice,
VAT regulations in GCC countries, Company
Structuring, and various industries. He is
fluent in Arabic, English, and Hebrew.

In response to the COVID-19
outbreak, the UAE has implemented
some tax reliefs, and deferment
schemes to enhance liquidity. On 12
March 2020, an economic stimulus
package and deferred VAT filing for
one month was announced. All FTA
services were provided remotely, to
encourage registered businesses to
comply with the tax procedures while
avoiding direct physical contact.

ECJ Case C-94/19:
Secondment of Staff Without
Mark-up is Subject to VAT
By Pasquale Della Corte
The Italian Supreme Court requested
a preliminary ruling concerning the
interpretation of the Articles 2 and 6
of the Sixth Council Directive 77/388/
EEC, since Italian VAT law provides that
the lending or secondment of staff, in
respect of whom only the related cost
is reimbursed, shall not be regarded
as relevant for the purposes of VAT.
The European Court of Justice (ECJ)
ruled that the Article 2, point 1, “must
be interpreted as precluding national
legislation under which the lending
or secondment of staff of a parent
company to its subsidiary, carried out
in return for only the reimbursement
of the related costs, is irrelevant for
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Advisory, Auditing & Accounting,
Corporate Finance, Tax
Milan, Italy
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Pasquale Della Corte
E: pasquale.dellacorte@comma10.it
COMMA 10’s cornerstone is the
professional collaboration between
chartered accountants and lawyers
with the mission to provide integrated
services to individuals, private and public

the purposes of VAT, provided that
the amounts paid by the subsidiary
to the parent company, on the one
hand, and that lending or secondment,
on the other, are interdependent.”
In clarifying that, in the abovementioned case, lending or secondment
of staff is also to be subjected to
VAT. The ECJ based the judgement
on detailed, settled case-law.
In general, taxable transactions
presuppose the existence of a
transaction between the parties in which
a price or consideration is stipulated.
In addition, a supply of services is
“for consideration” if there is a legal
relationship between the provider of the
service and the recipient, pursuant to

Pasquale
Della Corte

companies and non-profit organisations.
Pasquale Della Corte is a Chartered
Accountant and has about ten years
of experience in VAT and international
tax advising foreign companies with
subsidiaries and branches in Italy. He is
also a member of the Study Commission
for Non-Profit Institutions
of the Institute of Chartered
Accountants of Rome.

which there is reciprocal performance,
with the remuneration received by the
provider of the service, constituting
the value actually given in return for
the service supplied to the recipient.
That is the case if there is a direct link
between the service supplied and the
consideration received. Moreover, there
is a direct link where two services are
mutually dependent on each other.
The circumstance that, according to
Italian VAT law, made the transaction not
relevant for VAT purpose (i.e. that the
price was a cost reimbursement only),
was not considered relevant by the ECJ.
The fact that the consideration amount
is equal to, greater, or less than, the
costs which the taxable person incurred
in providing his service is not such as to
affect the direct link between the services
supplied and the consideration received.
The decision of the ECJ will cause
the need to redesign the structure
of the ‘groups’ for business not
allowed to fully deduct VAT.
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JobKeeper:
Australia’s COVID-19
Wage Subsidy Scheme
By Tony Nunes and Jonathan Ackerman
The JobKeeper Payment Scheme
is a temporary wage subsidy for
employers, sole traders, charities and
other entities significantly affected
by the coronavirus (COVID-19).
The Federal Government provides
a fortnightly payment of AUD  1,500
per eligible employee from 30 March
until 27 September 2020, paid to the
employer in arrears each month.
Employers need to pay eligible
employees a minimum of AUD  1,500
(before tax) per fortnight to claim
the JobKeeper payment. There are a
number of requirements that need to
be met, including that the employer has
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satisfied the relevant decline in turnover
(being 30% for businesses with a
turnover under AUD 1 billion, 50% for
businesses with a turnover of above
AUD 1 billion and 15% for charities).
The rules applied the concept of
turnover in the GST legislation to
work out whether employers met the
decline in turnover test. This created
significant uncertainty and confusion.
The ATO ultimately issued a ruling
to explain how to apply the turnover
test and provided various concessions
to make it easier to use the rules.
The rules contain a ‘basic’ decline
in turnover test, which required the
employer to determine its future
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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’
experience in providing tax advice. He
has extensive experience in advising
clients on issues affecting cross

turnover for each month between
01 March 2020 and 30 September
2020 or the quarters ending 30
June or 30 September 2020 and
compare it to the employer’s past
turnover for the same month or
quarter in 2019. Once the employer
satisfies the test for any month or
quarter, it has met the decline in
turnover test for the entire period
and would generally be eligible for
JobKeeper payments from that time.
Where an employer does not satisfy
the basic test, there are a number
of alternative tests that can be
applied, for example, where the
employer commenced business
after the relevant comparison
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border transactions, acquisitions
and restructures and in all aspects of
structuring the ownership and financing
of corporations and their operations.
Jonathan Ackerman specialises in
GST and other indirect taxes. He has over
20 years’ experience advising clients on
complex indirect tax matters. He has been
named on the list of leading Indirect Tax
Advisors in the world by the International
Tax Review for the last several years.

period in 2019. There are also
special rules for shared services
entities within corporate groups.
While the application of the rules
was relatively straightforward for
many businesses, the application of

the rules was a complex and difficult
exercise, and requiring significant
analysis and resources for others.
Nevertheless, most businesses
that suffered a reasonable fall in
revenue as a result of COVID-19
satisfied at least one test.

The Government recently announced
an extension to the JobKeeper
programme (JobKeeper 2.0)
which will run until 28 March
2021 with lower payments and
new eligibility requirements.

Reduction of German
VAT rates from 01 July 2020
to 31 December 2020
By Ingo Prang
One of the most important measures
of the COVID-19 economic stimulus
package adopted by the German
Federal Government is the temporary
reduction in VAT rates from 19% to

16% (standard VAT) and from 7%
to 5% (reduced VAT) respectively.
This measure applies from 01 July
2020 to 31 December 2020. The
same applies in a mirror image
from 01 January 2021, when these
temporary reductions are removed.

Which companies
are affected?
All companies and all sectors
are affected.

Opportunity
On the input side, provided that net
prices have been agreed, the services
purchased will become cheaper, in
particular for companies that are
not/partially entitled to deduct VAT.
On the output side, in principle the
companies (especially applicable
in cases where the gross prices are
agreed – e.g. B2C transactions) are
not obliged to give the reduction
benefit to the customer.

Risk
In principle, the time of service
performance is still the decisive
factor, not the invoice date. This
general rule is in principle for all
applicable transactions, e.g. (net)
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pricing agreements entered into
prior to 01 July 2020, but shipment
made after 01 July 2020, year-end
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Due to that, in particular, a risk

arises from a wrong tax statement
in the invoice or similar documents
which are seen as invoice (e.g.
contracts). The issuer of the
invoice will have to pay the VAT in
total, without the permission to
deduct the VAT correspondingly.

Challenge
Ingo Prang

taxation, legal and consulting services.
As KPP is close to the Netherlands, the
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expertise in advising on cross-border
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Each affected company has to ensure
the correct recording and correct
declaration of the transactions. Please
consider that not only the invoice or
the VAT declaration will change. In
addition and especially the change of
the VAT rate will have an impact on
ERP/accounting systems, cash register
systems, pricing software, automatic
invoicing verification systems, etc.

Additional
The reduction is also
applicable for import VAT.

Poland –- What is SAF?
By Artur Plutowski
The Standard Audit File for Tax (SAF-T) is a concept
developed by the OECD and adopted by some
EU Members (e.g. Austria, France, Lithuania,
Luxembourg, Portugal, Poland). It is designed to
provide tax authorities with reliable accounting
data, exported from an accounting system, for
a specific time period, easily readable by virtue
of its standardisation of layout and format.

Current status
Generally, the SAF-T reporting became obligatory
for all VAT-payers in July 2018. Despite scheme
changes (scheme no. 3 is binding), SAF-T reporting
is nothing more than a source of additional
information which is not disclosed in VAT
returns (monthly or quarterly) or EC sales lists.

There are two types of SAF-T reporting
in Poland: (i) mandatory and (ii)
on-demand (of Tax Authorities).
The following identification data are
disclosable in mandatory reporting:
(i) on taxpayer (e.g. name and ID
number), (ii) on customer(s) (e.g.
name, address and ID number), (iii)
on transaction(s) (e.g. number of
the invoice, date of transaction, net
and output or input tax values).

Changes
The changes concern mandatory
reporting. The first report,
according to the new standard,
must cover October 2020 and is
due on 25 November 2020.
The new standard covers significant
changes to the scheme itself, as
well as new scope of information
(combining data from VAT returns
and VAT registers). It covers also data
not disclosed in either VAT returns or
VAT registers (typically), e.g. (i) CN
code of goods sold, (ii) identification
of transactions between related
parties or mandatory split-payment
or other specific taxation regimes,
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(iii) allocation of goods or services
to particular and pre-defined group
GTU1-13. This means that data required
by the new standard may be located
in different modules of the CRM/ERP
system used by particular tax-payer or
may not be available at all. Therefore,
implementation of the new standard
should not be limited to IT actions
only, it requires solid VAT analysis,
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groups to family owned businesses and
HNWI. The focus is on local and international
structuring and restructuring, including
VAT, M&A, litigation and transfer pricing.

especially when potential penalties
are considered (approximately EUR
115 per error made in a report).
We developed a lightweight application
dedicated especially for SAP, Oracle
or Dynamics users collecting required
data and generating SAF-T reports
in the new standard and are able
to assist in implementation.

New VAT Rules for
Russian IT Companies
By Valeria Khmelevskaya

reform also covers VAT. In particular,
the VAT exemptions have been revised.

In the course of the current tax reform
aimed at a review of taxation of IT
businesses, IT companies may obtain
certain profit tax reductions and a
number of other incentives (e.g.
reduction of tariffs for social security
contributions which are payable in
Russia by the employer only). The current

Currently, the realisation of exclusive
rights to software and databases, as
well as granting software and database
licenses, are exempt from Russian
VAT, provided that such license rights
are transferred based on a license
agreement. Starting 01 January 2021,

this exemption will be extended to the
updates, and additional functionality
and provisions of the said rights, via
remote access over the internet.
At the same time this exemption
shall apply only to IT-companies,
included in the    Unified Registry for
Russian Software and Databases,

...next page

FYI – GGI INDIRECT TAXES NEWS | No. 11 | Autumn 2020

15

16
and there are additional requirements
to be fulfilled for inclusion into the
Registry. For example, only Russian
owners of software, subject to certain
conditions, may be included into the
Registry and apply the exemption.
Under the new VAT rules, no VATexemption shall apply to rights
subject to transfer if they provide the
opportunity to distribute advertising
information on the internet, and/or
gain access to such information and/
or place offers on the purchase/sale
of goods (works, services), property
rights on the internet, and/or search for
information about potential customers
and/or conclude transactions.
The new rules may require a
reassessment, at least from a
commercial point of view, of the
business model of certain IT
companies. In particular, these rules
may affect small and mid-sized
businesses, purchasing foreign
software and databases or related
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licenses. Also, end-user customers
may face a price increase. The aim to
create a tax haven for IT companies
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may have the opposite consequence:
more expensive software may turn into
an obstacle for fast digitalisation.
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