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Editorial

DearReader,
Itis our pleasure to present to you the WTS Global VAT Newsletter edition for Q1 2018.

This issue of the WTS Global VAT Newsletter focusses on changesin compliance dutiesin
2018 invarious EU countriesin orderto inform, especially non-resident companies, about
their VAT compliance duties in the foreign countries in which they do business.

Inthisissue, several countries report on the new split payment systems which have been or
are being introduced in Italy, Romania and Poland. These systems can be optional or
compulsory. Our Polish colleagues will be happy to explain their version of this new
mechanisminaspecial webinar.

In Hungary, the live invoice reporting system is expected to become a reality in July 2018.
Taxpayers should therefore become acquainted with the new system and arrange for the
necessary changesintheir ITsystems as soon as possible. The recent developments of this
new system are described in thisissue.

In Germany, a new “simplification” rule for supplies of goods via consignment stocks will
have to be applied fromJanuary 2019. Until then, taxpayers should check whether their
suppliesvia consignment stocks or other warehouses comply with the new rule or whether
changes ofagreements and procedures are required. The conditions and consequences of
the new rule are explainedin thisissue.

In addition, in various countries, VAT compliance duties have changed or are going to
changeinthe nearfuture. The WTS Global VAT Newsletter reportsin this issue on the devel-
opmentsinselected countries (Finland, France, Italy and Portugal).

We hopeyou find our Newsletter useful and we welcome your feedback and suggestions.
Ifyou have any questions regarding any aspects of this Newsletter, please do not hesitate to
contactus.

Yourssincerely,

Jirgen Scholz Gabriele Heemann

WTS Global VAT Team
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Import VAT reverse charged on periodic VAT returns as 0f 2018

As of 1January 2018, businesses registered for VAT in Finland shall apply new rules for
handling VAT on imported goods from outside the EU. Since 1 January 2018, the authorityin
charge of handling import VAT issues for businesses registered for VAT in Finland is no longer
Finnish Customs but the Tax Administration. However, the significant change for the compa-
niesis that, through the new procedure, VAT on the imports no longer needs to be paid
before it may be deducted. Despite the financial benefits, businesses registered for VAT also
benefit from a more convenient procedure.

Due to the changes, businesses will report the VAT on imports on their own initiative during
the usual self-assessment tax return procedure. The taxpayer shall calculate the tax basis
and the amount of the import VAT him/herself and shall reportit with all other VAT positions
ononesingle taxreturnforthe period. In orderto report and pay the import VAT correctly,
attention should be paid to the calculation of the tax basis and sufficient documentation. In
general,import VAT is based on the customs value of the goods, customs duties and other
costs and fees related to the import of the goods. The customs value is based on a customs
decision issued by customs.

Self-assessmenttax returns must be filed electronically, forinstance, using the Tax Adminis-
tration's eService, known as MyTax at https://www.vero.fi/en/e-file/mytax/. When filing
returns for each calendar month, the deadline for filing and paying self-assessed taxes is
the 12th of the month. The filing of self-assessed tax returns on paperis allowed only in
special circumstances. However, no specific permission is required for paperfiling.

Businesses thatare notregistered for VAT in Finland and private individuals are not affected
by the new rules.

E-invoicing with the Public Administration

According to European Directive 2014/55/EU approved by the Council and Parliament,
France has beenimplementing e-invoicing in trade relations between the Public Adminis-
tration and its suppliers since January 2017 for the 500 largest French companies.

This e-invoicing obligationis extended as of 1 January 2018 to medium-sized companies
(250-5000 employees) established in France or non-established in France supplying goods
orservices to the PublicAdministration.

The French Tax Authorities put at the disposal of the publicsuppliers an Internet portal
("Chorus Pro") to issue their electronicinvoices to all publicadministrations of the French
State (French State, Central and Regional administrations, public hospitals, public educa-
tionalinstitutions, public companies, etc.).

Chorus Pro has two main functions. On the one hand, it acts as a HUB concentrating invoices
from suppliers and distributing them to the corresponding publicadministration. On the other
hand, it also provides a function forissuing, uploading and checking the status of e-invoices.
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However, for businesses issuing a medium to high billing volume, the entire process of
issuing, submitting and storing documents can be carried out automatically by using a struc-
tured XML data format which allows integration with the company’s ERP, as well as connec-
tivity with Chorus Pro.

This e-invoicing obligation for publicsuppliers is expected to be extended to SMEs (10-250
employees)inJanuary 2019 and is expected to be completedinJanuary 2020 by applica-
tionto microbusinesses.

Simplifications for the storage of invoices

This New Yearis an opportunity to highlightanimportant practical change for businesses
operating in France (companies established in France, permanent establishmentsin France,
etc.).

Untilrecently, paperinvoices hadto be stored on French territory in their original format.
Thisburdensome obligation has been liftedin 2017.

The digitalisation of paperinvoicesis now allowed in order to store an electronic format of
the original paperinvoices received, subject to conditions (colour code identical to the
original paperinvoice, use of a PDF format and time-stamped invoice).

Furthermore, the storage on French territory is no longer mandatory. The paper or electron-
icinvoices can be stored on French territory, orin a Country linked to France by a convention
providing for mutual assistance for the recovery of tax claims, mutual assistance by the
competentauthoritiesinthe field of direct and indirect taxation and administrative cooper-
ationinthe field of indirect taxation and aright to access by electronic means, download
and use the data concerned (Council Directive 76/308/EEC03/1,5/1976; Council Directive
77/799/EEC12/19/1977; Council Regulation (EEC) N0 218/9201/27/1992).

Finally, paperinvoices or electronically transmitted invoices must be stored within the time
limits provided by Article L.102B of the Tax Procedure Code, i.e. for a six-year period.
However, we highly recommend storing all accounting documents and invoices for a
ten-year period as of the end of the fiscal yearin consideration, so that the right to recovery
of the tax authorities may be expanded to ten yearsin limited circumstances.

Supplies of goods via consignment stocks as of 2019

In October 2017, the German Ministry of Finance implemented into the German VAT Circular
the opinion ofthe German Federal Tax Court with regard to the VAT treatment of supplies of
goods via consignment stocks (notification dated 10 October 2017). According to these new
rules, underthe following circumstances, the foreign supplier no longer needs to be
registered for VAT in Germany:
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In cases where the customeris already defined prior to the commencement of the transpor-
tation of goods, adirect supply of goods is assumed also in cases where the goods are
temporarily storedin a consignment stock. According to the German Ministry of Finance, this
isthe case when the customer has ordered the goods bindingly or paid for them before the
commencement of their transportation.

According to recent statements of the German tax authorities, these new rules shall only be
relevant forsupplies from other EU memberstates to Germany. In these cases, underthe
conditions described above, intra-Community supplies and acquisitions have to be assumed
instead of local suppliesin Germany as in the past. Customers have to be aware thatinput
VAT out of wrongly issued invoices for local supplies (instead of intra-EU supplies of goods)
will no longer be deductible.

The German Ministry of Finance granted a transitional period until 01 January 2019 so that
amendments can be arranged by the taxpayers concerned until the end of 2018 (notifica-
tion dated 14 December2017).Therefore, suppliers as well as customers now have to
review whethertheirsuppliesvia consignment stocks or other warehouses comply with
the new rules or whether changes of agreements and procedures are required.

Live invoice reporting as of July 2018

Inorderto increase the efficiency of tax inspections and to reduce the opportunities for tax
evaders in Hungary, the Hungarian tax authority is introducing online data supply, as it can
be read onvarious forums among recent Hungary-related tax news. Online invoice data
reporting will startas of 1 July 2018.

Thereporting obligation covers all taxpayers registered in Hungary (domestic and foreign).
Accordingly, VAT-registered taxpayers also have to provide data on theirinvoices issued to
anothertaxable personin case the VAT content of the invoice is at least HUF 100,000.

Conditions of online reporting are still not final and official communication on details is still
awaited by taxpayers and experts. As per current plans, online data reporting has to be
provided directly by way of the invoicing system orvia a separate software linked to the
invoicing system if operation and data supply is manageable automatically without any
direct human assistance. Invoices have to be reported immediately after the invoice
contentisregarded asfinal. In the event of a documented system error, the issued invoice
should be forwarded to the tax authority within 24 hours as perrecent information.

Electronic data reporting will probably cover the mandatory data required under the
Hungarian VAT Act. The invoice will be issued when the programme closes the necessary
data andthenit will be forwarded to the authorities online. After the submission, the
taxpayer will receive a confirmation code for each invoice which should be assigned to the
appropriate invoice. Current rumours say if any information is not correct or missing, there
may be an opportunity to modify the reporting.
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Ifthe datareporting obligationis not met or late, incomplete orincorrect information is
provided, a default penalty may be imposed for each invoice affected (the maximum
default penalty for companiesis HUF 500,000, approximately EUR 1,600). If the reporting
obligationis not fulfilled by the issuer of the invoice, the customer's right to tax deduction
should not be affected in theory. However, parties have to prove that they acted with due
care.

Since the beginning of July 2017, taxpayers have been able to manually test the develop-
ment XML files that were created for Online Invoice reporting purposes in the KOBAK system
(External Online Submission and Reporting Framework). During the introduction phase, we
highly recommend checking the operating data-export function of the invoicing software,
the proper working of which should be considered a prerequisite forthe online invoice
reporting.

We willinform our clients of further news as soon as any official information from the tax
authorities ordraft decree is published.

Main 2018 VAT news

Relevant VAT changes have beenintroduced by Budget Law 2018 (Law no. 205/2017,
published inthe Official Journalon 29 December 2017 and in force since 01 January 2018)
and otheryear-end measures.

Some of the mostimportant Italian VAT news are briefly described here below.

Changeinthereporting frequency for 2018 filing of Listing of invoices data

The Listing of the invoices data (formerly "Spesometro”), normally to be filed on a quarterly
basis,for2018 can be filed on a bi-annual basis and, more precisely:

> by 30 September 2018, for datareferring to the 1sthalf of 2018) and

- by 28 February 2019, for data referring to the 2" half of 2018.

As 0f 2019, this listing should be abolished since - as a matter of fact - it will be replaced by
the e-invoicing and the reporting of cross-border transactions (see below).

E-invoicing extension

Asof01January 2019, e-invoicing willbecome mandatory forall B2B and B2C supplies of
goods and services between parties thatare resident, established or merely registered for
VAT purposesin Italy (inthe case of B2C, provided that the customer expressly asks foran
invoice).

Thiswill be arelevant extension of e-invoicing, which is currently mandatory only for B2G
(Business to Government) transactions.

Toimplement a similar extension, Italy has asked the EU Commission for a specificderoga-
tion, which isstill to be granted.
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B2B and B2C e-invoices should be issued:

> using the "Exchange system” (so called, “SDI system"), i.e. the platform currently used to
transmit B2G e-invoices and which allows the Italian Tax Authorities to automatically
collect details of e-invoices;

> according to aspecificformat, i.e. “FatturaPA format" currently used for B2G e-invoices,
althoughinthe future additional formats could be used moving from other European
formats or standards.

Inthe eventthat B2B or B2C e-invoices do not comply with said requirements, they will be
treated as not having beenissued and related (heavy) penalties will possibly be charged.
As mentioned, the e-invoicing extension will enterinto force as of 01 January 2019. Howev-
er,in certain specificindustries (e.g. motor fuel supplies, Public subcontracts) the B2B and
B2C e-invoicing will become mandatory as early as 01 July 2018.

Reporting of cross-border transactions

Asof01January2019,anew VAT fulfilmentshall be handled. AllVAT taxable persons that are
resident, established or merely registered for VAT purposesin Italy mustfile areport of all
cross-bordertransactionsdocumented by aninvoice. Such reportshould be filed by the end
ofthe month followingthatinwhichinvoices (otherthan e-invoices and customs bills) are
issued orreceived. Data and instructions forthe electronic filing will be provided by a
Regulationyetto be adopted.

Inthe event of the omitted orincorrect filing of such report, a penalty of EUR 2,00 perinvoice
may apply, with a maximum penalty of EUR 1,000.00 per quarter. However, if the filing is
carried out oramended within 15 days after the mandatory deadline, the penalties will be
reduced to EUR 1,00 perinvoice, with a maximum penalty of EUR 500,00 per quarter.

Rescheduling of the VAT rate increase

VAT rateincreasesannounced for 2018 have been postponed. BudgetLaw 2018 hasresched-
uled the VAT-rate-increases, as follows.

The reduced 10% VAT rate will increase:
- from 10.00% 10 11.50% as of 01 January 2019;

> from11.50%t0 13.00% as of 01 January 2020.

The standard 22% VAT rate will increase:
- from 22.00% 10 24.20% as of 01 January 2019;

> from 24.20% t0 24.90% as of 01 January 2020;
- from 24.90% 10 25.00% as of 01 January 2021.

However, these VAT rate increases will not automatically apply, since they could be re-
placed (infull orin part) by provisions (of anotherkind, i.e. notrelated to the VAT rates) that
(fully or partially) guarantee the same positive effects on public finance balance (through
the achievement of higher publicrevenues or cost savings).

The extra-reduced 4% and 5% VAT rates will remain unchanged.
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Split payment extension

As 0f 2018, the application of the split payment has been furtherly extended, including
entities with a State shareholding of no less than 70%. The list of entities that are obliged to
apply this peculiar mechanism is available via this link:
http://www1l.finanze.gov.it/finanze2/split payment/public/#/#testata.

As known, the split paymentis a peculiar mechanism, according to which VAT is charged by
the supplieraccording to standard rules, but the customer pays the supplieronly the net
amount and the customer pays the related VAT amount (if due) directly to the Tax Authorities.

Shorterterm forinputVAT deduction

New rulesapplytoinvoices and customs billsissued as of 01 January 2017.Therelated input
VAT can be deducted (atthe latest) by the deadline forfiling the annual VAT return referring
totheyearwhentheright of deductionarises (see Article 19, paragraph 1, Presidential
Decree 633/72,as modified by Law Decree 50/2017 implemented by Law 96/2017).
Therefore, operatively, inputVAT referringtoinvoicesissuedin 2017 can be deducted, atthe
latest, by 30 April 2018.

Thisis arelevantreduction, since, formerly, said term was extended until the deadline for
filing the annual VAT return referring to the second year following the year when the right
of deduction has arisen. Forinstance, input VAT referred to invoices issued in 2016 (still) can
be deducted at the latest by 30 April 2019.

New rules will have a relevantimpact mostly on year-end transactions. In case of supplies
of goods performed in December 2017, forinstance, itwould be importantto agree with
the supplierto immediately receive the related invoice, so thatthe acquiring company can
proceed with the related booking shortly and, in any case, by 30 April 2018. Also, some IT
supportwould be necessary, in order (forinstance):

> tobooka purchaseinvoicein February 2018 and (at the same time)

> toincludeitthe VAT return referred to the formeryear (i.e.FY2017) and

> tobesure notto considerit (also) inthe current financial year (i.e. FY 2018, the year of the
related booking).

Optionalsplit payment as of July 2018

InDecember2017,the President of Poland signed legislation amending the Goods and
Services Tax (VAT) Act (“VAT Act") to introduce what is known as a split payment mechanism. The
provisionsintroducing split payment for VAT transactions will become effective on 1 July 2018.

How it works

The split payment mechanismis based onthe assumptionthataninvoiceis paid by the
customerinto two separate bank accounts:

- the netamountis paid to the supplier's business account;

> the VAT amountis paid directly to a dedicated account of the supplier, known as a VAT
account.
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Taxable persons will not be obliged to open separate bank accounts for the purpose of
collecting and paying VAT. The bank will automatically open a VAT account for each taxable
personin Poland as a subaccountunderthe person’s existing account(s). This applies also
to foreign entities registered for VAT purposes in Poland and with Polish bank accounts.

Splitpayment will be applicable only to payments made in PLN via PLN accounts operated
by Polish banks.

New split payment mechanism model

The Polish split payment mechanism differs from those which have beenimplementedin
Italy and Romania. Firstly, the scope of the Polish split payment mechanismis much broader
thaninltaly:itwillbe applicable to all VAT registered businessesin Poland. However, unlike
the Romanian split payment mechanism, the Polish one will be optional.The choice asto
whetherornottoapplyitwillgenerally be atthe discretion of the customer.Thus, if so
instructed by the recipient ofaninvoice, the bank will splitthe paymentamountso that VAT
will be transferred by the bank directly to supplier's VAT account, while the netamount will
betransferred toits business account.

Consequences forbusinesses

Underthis new mechanism, although fundsin the VAT account will belong to the supplier,
the supplier will not be able to use them freely. Such funds may be spent only in specific
ways mentioned in Polish regulations, including:

> to payinvoiced VAT to the VAT account of the invoice issuer;

- to pay VAT to the tax authorities.

Transfers from a supplier's VAT account to its business account will require specificapproval
from the Polish tax authorities.

In this situation, businesses are advised to considerif and how the split payment mecha-
nism may affect their cash flow, procurement and payment procedures, as well as the
operation of theiraccounting system. Also, suppliers who do not wish their customers to
make split payments would have to consider how to achieve their goal.

Incentives forbusinesses to optfor

Split payment will not be mandatory. However, certain incentives will be offered to encour-
age taxable personsto choose the split payment mechanism, e.g. a 25-day VAT refund
deadline.

WTS&SAJAwill hold an online webinaron 7 March 2018 (from 11 a.m.to 1 p.m.) to give you
more information on this topic. For further details and the dial-in please see the following
link: https://wtssaja.clickmeeting.com/split-payment-in-poland
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Portugal Main 2018 VAT news

Itis now possible, according to Decree 293/2017, dated October 2017, to request from the
Portuguese Tax Authorities the SVAT, a validation stamp attributed to electronic accounting
software, inrelation to the issuance and sending of SAF-T files. This will give the taxable
personsthe legal certainty needed to ensure that the software used is legitimate.

Bindingruling 12578, of November 2017, states that the waiver of the obligation to issue
invoices, which applies to exempttransactions, is not available to mixed taxable persons.
Only fully exempt taxable persons (i.e. those who exclusively carry out transactions that do
not granttherighttoinput VAT deduction) may waive this obligation to issue invoices.

Binding ruling 12676, of December 2017, states that the copies of invoices, such as the
reproduction of the originalinvoice orthe printing of a PDF file, do not guarantee that the
requirements forthe right to deduct VAT are met, since they do not ensure that the input VAT

Conceigdo Gamito has notbeen deducted more than once.This does notapply to situations of loss ordamage

crg@vda.pt ofthe originalinvoice.

Romania VAT split payment system - significant changes

I_l The VAT split payment system was introduced in Romania in August 2017 through Govern-
mental Ordinance 23 and the text was applicable to all taxpayers registered for VAT in

Romania as ofJanuary 2018/optional as of 1 October 2017, with few exceptions.

The VAT split payment mechanism requires companies applying this system to pay or cash-in
invoice amounts splitin two parts: the taxable base - in/from the normal bank account, the
VAT amount - in/from a newly created VAT bank account, dedicated exclusively to VAT
payments.

The Law approving Governmental Ordinance 23 was published on 28.12.2017 and brought
significant changes to the initial form of the norms.

Thus, the category of entities that have to apply the VAT split mechanism was significantly

reduced, the taxpayers required to apply the VAT split payment system now being the

following:

> taxpayerswho, as of 31 December 2017, have outstanding VAT liabilities exceeding RON
15,000 (equivalent to approximately EUR 3,200) for large taxpayers, RON 10,000 (equiv-
alentto approximately EUR 2,100) for medium taxpayers and RON 5,000 (equivalentto
approximately EUR 1,000) for other taxpayers and these outstanding amounts will not be
paid until 31 January 2018;

> taxpayerswho, as of 2018, will register outstanding VAT exceeding the above limits, if
such amounts are not paid within 60 working days after the payment deadline;

> taxpayersininsolvency prevention orinsolvency procedure;

> taxpayers who voluntarily optto apply the VAT split system (for at least 1 year).

10
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The VAT split payment system applies to all taxable supplies of goods/services for which the
place of supplyis considered to be in Romania from a VAT perspective. Transactions subject
tospecialregimes, ortransactions for which the beneficiaryis liable to pay the tax (reverse
charge), are exempted.

The facilities for the optional application of the VAT split system are maintained, i.e. 5%
decrease in corporate income tax/microenterprise income tax.

We set out below important aspects that should be considered by taxpayers in terms of the

VAT split system:

> The VAT split payment system also affects entities that do not have to apply such system,
asthe beneficiaries are required to check theirsuppliers and split the payments made to
suppliers that apply such system (with a few exceptions).

Considering that a taxpayer may optvoluntarily at any time to apply the VAT split payment
system, for each paymentto be made, aspecial ledger on the website of the tax authority
ANAF (https://www.anaf.ro/RegPlataDefalcataTVA/) should be checked. This electronic
ledgerdiscloses the companies applying the VAT split payment mechanism.



mailto:alexandra.savulescu@ensight.ro

Q12018
#1.2018
WTS VAT Newsletter

Contact

12

Finland

Taina Lautala
taina.lautala@wts.de
T+358(0)9 25166379

WTS StB GmbH, Finland branch
Mannerheimintie 12 B 5th floor
00100 Helsinki

www.wts.de

France

Emilie Pann
emilie.pann@wtsf.fr
T+33(0)142270538

WTS Selarl

57 avenue de Villiers
75017 PARIS
www.wisf.fr

Germany

Gabriele Heemann
gabriele.heemann@wts.de
T+49(0) 4032086 6619

WTS Steuerberatungsgesellschaft mbH

Brandstwiete 4
20457 Hamburg
wis.de

Hungary

Béla Kovacs
bela.kovacs@wtsklient.hu
T+361887-3700

WTS Klient Tax Advisory Ltd
101-103.

Stefania ut

H-1143

www.wisklient.hu

wis

Italy

Chiara Mejnardi
chiara.mejnardi@taxworks.it
T+39-0114338351

WTS R&A Studio Tributario Associato
Corso Francia 32

10143 Torino

www.taxworks.it

Poland

Lidia Adamek-Baczynska
lidia.adamek@wtssaja.pl
T+48 6434550

Doradztwo Podatkowe WTS&SAJA Sp. z 0.0.
Baltyk Building, 13th floor

Roosevelta 22

60-829

http://wtssaja.pl

Portugal

Conceicdao Gamito
crg@vda.pt
T+351213113485/490

Vieira de Almeida & Associates, Law Firm
Rua Dom Luis |, 28

1200-151 Lisboa

www.vda.pt

Romania

Alexandra Savulescu
alexandra.savulescu@ensight.ro
T+40751123099

Ensight Finance

25 Alexandru Constantinescu Street
011471 Bucharest
www.ensight.ro


http://www.wts.com/de



