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Managing the impacts of COVID-19

Corona: Global

Companies on a global level are faced with the effects of the globally spreading Coronavirus (COVID-19).

The current situation poses huge challenges regarding labor issues, personal data processing, public health, contracts, corporate governance,
tax obligations and sanctions-related matters. This raises substantial questions and concerns from a tax and legal point of view.

Our experts from WTS Global have collected information and advice on managing the impact of COVID-19 in their home markets. We are
pleased to offer you a bundled overview on over 35 countries here.

We remain entirely at your disposal for further advice and guidance to support you in professional challenges you might currently face.
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https://wts.com/global/insights/covid19
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Belgium implements EU plastics tax measures
Executive summary

Every year in Europe, 26 million metric tons of plastic waste are generated, with less than 30% of this waste being collected for recycling.
Packaging accounts for over 50% of this waste, according to a 2018 finding of the European Commission.

Two new European Union (EU) legislative and policy measures will impact plastic packaging producers and users from 2021 onwards: the EU
plastics levy and the implementation of the EU Single-Use Plastics Directive.

Detailed discussion

EU plastics levy

The European Union is introducing a levy on non-recycled plastic packaging waste from 1 January 2021, levied through EU Member State
contributions, in order to fund the EU's economic recovery plan.

The amount owed by each Member State will be calculated according to the weight of non-recyclable plastics packaging placed on each Member
State's market. The rate will be

€0.80 per kilogram (€800 per metric ton). Each Member State can choose how to finance this levy, whether by directly taxing the plastics sector,
or through other methods of taxation.



Belgium

7©Taxise Asia LLC 2021

Belgium implements EU plastics tax measures
Belgian application of the tax

For Belgium, this annual levy is expected to be around €153.4 million. The Federal Government will pay Belgium's contribution to the EU
budget. However, to date, the Belgian Federal Government has not yet agreed on how it will finance this contribution. It is anticipated that
the costs of this levy may be passed on to producers and users of plastics packaging, via their extended producer responsibility (EPR)
compliance organizations. These organizations would pay the levy to the Belgian Federal Government and would in turn pass it to their
corporate members (such as packaging producers, users of packaging, and retailers), through an increase in the EPR fees paid by the members.

Implementation of the EU's Single-Use Plastics Directive

In 2018, the European Commission proposed a Single Use Plastics (SUP) Directive, in order to target the 10 single-use plastic products most often
found on Europe's beaches and in Europe's seas. This legislation is currently being transposed into national law by the EU Member States. It
aims to reduce plastic litter in the EU by more than 50% for the 10 most common single use plastic items, such as plastic bags, cups, and drink
bottles.

By mid-2021, the following plastic products with readily available alternatives will be banned from the EU market:

• Cotton bud sticks
• Cutlery and plates, beverage stirrers and straws
• Sticks for balloons
• Expanded polystyrene (EPS) food containers, beverage containers and cups
• Oxo-degradable plastics



Cambodia
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Change to e-VAT refund system, effective 2021
Taxpayers seeking a refund of value added tax (VAT) will have only one electronic refund mechanism available to them beginning 1 January 2021.

Notification No. 26892 (7 December 2020) advises taxpayers that the e-VAT refund system (as established by January 2019 guidance) ceases to 
function beginning 1 January  2021. Thus, taxpayers that want to request a VAT refund starting next year must use the e-VAT refund function 
through the e-filing system for monthly tax returns, as  implemented from 1 January 2021.

With the December 2020 notification, taxpayers will have available only the e-filing system of the tax authority to request a VAT refund after 1 
January 2021.
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Canada announces specified GST/HST regime for e-commerce supplies
The federal government tabled Supporting Canadians and Fighting COVID-19: Fall Economic Statement 2020 on November 30. The Fall Economic
Statement (FES) contains significant Goods and Services Tax (GST)/Harmonized Sales Tax (HST) proposals, including measures designed to ensure
that GST/HST applies fairly and effectively in the context of an increasingly digital economy. Specifically, non-resident vendors supplying digital
products and services to consumers in Canada would be required to register for, collect and remit GST/HST with respect to their taxable supplies
to Canadian consumers. Similar requirements would apply to supplies of short-term accommodation made through digital accommodation
platforms, as well as to goods supplied through fulfilment warehouses. In addition, the supply of certain face masks and face shields will be zero-
rated for GST/HST purposes. The FES contains draft legislative amendments to the Excise Tax Act (Canada) to implement these proposals.



Czech Republic
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Czech postpones VAT EEA electronic cash registers till 2023
The Czech Republic has deferred the mandatory deployment of VAT electronic cash registered, E-tržby (‘e-sales’, Czech abbreviation: EET).
This will affect phase 1 and 2 of the rollout of the program: retail, catering and accommodation.

The compulsory implementation date was 19 August 2020. The new date is 1 January 2021. Catering and accommodation had already been
delayed in phase 1. This latest delay now affects the retail and wholesale sectors. A third and forth wave will bring in all other consumer
businesses, including transport.

The system is fully operational, and businesses may now use it on a voluntary basis. The delay reflects the severe disturbance for businesses
caused by COVID-19.

EET reports an .XML file via the internet to the financial administration all transactions record. This is done through a cash register, PC or
mobile phone app. A unique transaction code is then returned for inclusion on the receipt. It captures all transactions – not just cash –
including credit cards and vouchers. This data may then be automatically checked to VAT returns to help eliminate fraud.



European Parliament: Question on VAT fraud on e-commerce platforms

European Union

The measures against VAT fraud on e-commerce platforms as contained in Directive (EU) 2017/2455 — including an adaptation of the rules
on distance sales, the introduction of the concept of a notional undisclosed agency for distance sales and the abolition of VAT exemption
thresholds for imports of small consignments of negligible value — were due to enter into force in January 2021 but have been postponed
by six months.

The introduction of joint liability for the payment of VAT for traders via an electronic interface and the obligation to retain data, enabling the
competent tax authority to monitor compliance with the relevant legislation, appear to have become essential in the meantime in order to
combat unfair competition with the retail sector.

1. How does the Commission intend to implement this joint liability for distance sales of goods imported from third countries to the EU and 
for sales within the EU?

2. Is the Commission considering further measures in the field of e-commerce to ensure fairer competition and greater tax justice?

3. Will Directive (EU) 2017/2455 be transposed by 1 July 2021 without further delay?

Source

11©Taxise Asia LLC 2021

https://www.europarl.europa.eu/doceo/document/P-9-2020-006541_EN.html


Notice to stakeholders: Withdrawal of the UK – EU rules in the field of VAT for 
services (Updated Dec 9, 2020)

European Union

You may access the notice here.
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https://ec.europa.eu/info/sites/info/files/brexit_files/vat-services_en.pdf


DAC7 Directive: New reporting obligations for digital platform operators

European Union

The European Commission has proposed an amendment to the 2011/16/EU directive concerning administrative cooperation in the field of
taxation. In accordance to the amendment, EU Member States would begin to automatically exchange information regarding revenue made
on digital platforms, such as online stores and marketplaces. This would allow Member States to more effectively identify deficiencies in the
taxation of digital platforms.

‘Digital platforms’ are defined in the DAC7 directive as all software, web pages and mobile applications that allow Sellers to either
directly or indirectly carry out reportable activities. An activity is reportable if it concerns the sale of goods or services, rental of
immovable property, rental of any mode of transport or crowdfunding.

Why?
Trading on digital platforms is supranational by nature, as it facilitates commerce between virtually anyone irrespective of national
boundaries or legislation. In practice, it is possible for a Seller to gain revenue from every other country except the country where they are
resident for tax purposes. The growing popularity of online marketplaces has created unprecedented challenges, which the EU is unable to
resolve with its current legislation.

What effect does DAC7 have on companies?
The introduction of DAC7 would result in additional costs for operators of digital platforms but the envisioned benefits would include a
decrease in reporting burdens. Currently digital platforms, irrespective of their line of business, often have to follow the reporting demands
of several different Member States.

Reporting obligations
Should the DAC7 directive be accepted, it would go into effect 1.1.2022. The responsibility for identifying Sellers, as well as reporting
any reportable activities falls on the operators of digital platforms. However, the fulfilment of those responsibilities can be transferred
to the operator of another digital platform or a third party. 13©Taxise Asia LLC 2021



European Union

Reporting on Sellers
Due diligence Information regarding Sellers identified as reportable entities needs to be collected by the end of a reportable period. In that
case, the first possible deadline for collecting information would be 31.12.2022. However, if a Seller has registered on the digital platform
already before DAC7 came into effect or if the digital platform starts operating in the middle of a reportable period, the first deadline for
collecting and verifying all necessary information would be at the end of the second reportable period. Due diligence information collected
on Sellers would include, for example, VAT identification numbers, any TIN issued, as well as possible addresses and land registration
numbers, where applicable. This information should be reverified at a minimum of every three years.

Reporting on reportable activities
Information on reportable activities needs to be delivered to tax authorities within one month of the end of a reportable period. In other
words, the first possible deadline for reporting would be 31.1.2023. In addition to reporting collected due diligence information, the
operator of a digital platform should also report the total consideration paid or credited to Sellers during each quarter of the reportable
period, as well as any fees, commissions or taxes withheld or charged by the digital platform. Digital platform operators should submit
reports only to the Member State in which they have a residence for tax purposes. If a digital platform operator is not tax resident in a
Member State, it should report to the tax authorities of the Member State in which it has its place of management or where it has a
permanent establishment.
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Council greenlights temporary VAT relief on COVID-19 vaccines and test kits

European Union

The EU is taking steps to ensure affordable access to COVID-19 vaccines and testing kits.

The Council today adopted amendments to the directive on the common system of value added tax (VAT) to allow member states to
temporarily exempt COVID-19 vaccines and testing kits, as well as closely related services, from VAT.

Member states may also apply a reduced VAT rate to testing kits and closely related services, if they choose to do so. This possibility is
already available for vaccines.

The measures decided today only concern COVID-19 vaccines authorized by the Commission or by the member states and COVID-19 test kits
that comply with the applicable EU legislation.

They will apply until 31 December 2022.
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Welcome liquidity: Germany changes due date of Import VAT

Germany

Germany has changed the due date of import VAT, a move that will provide welcome cash flow relief to importers. Previously, taxable
persons had to pay import VAT within ten days of the import. The Second Corona Tax Aid Act allows for the due date for VAT import
payment to be moved to the 26th of the second month following the import. The move will provide substantial liquidity relief. Ultimately,
the new date means that import VAT will be due after the importer has received their VAT back through a VAT deduction.

The amended regulations apply from 1 December 2020.

Here’s what you need to do

Note that the deferment is not automatic. In order to take advantage of the deferred import VAT payment date, businesses are required
to obtain a deferment account from German tax authorities as soon as possible. It is advisable to consult a VAT expert to ensure you
have full clarity on all required documentation and relevant processes.
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Germany loses VAT recovery case at ECJ

Germany

Germany has lost an important VAT recovery case at the European Court of Justice. The EU court of last resort held that foreign companies
should be allowed to submit German VAT reclaims initially without supporting invoices without losing their rights for repayment.

The case concerned a claim to recover VAT on German expenses by a non-resident business. The company submitted their recover claim on
time. However, they were only able to send supporting invoices after the filing deadline. The German federal tax administration struck down
their claim.

However, on appeal to the ECJ, it held the German view violated the principle of VAT neutrality, denying foreign businesses of their
right to recover VAT they are entitled to. German is one of the most complex countries for foreign VAT reclaims, with a high rejection
rate.
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Hungary Expands Real-Time VAT Controls

Hungary

The scope of Hungary’s real-time reporting has been extended. Effective From 1 January 2021, reporting obligations will also include invoices
issued for domestic B2C transactions in addition to invoices relating to intra-community supplies and exports. However, the Ministry of
Finance has granted a sanction-free three month grace period from 1 January to 31 March 2021 allowing businesses more time to comply
with these new reporting obligations. This will also help with the transition from the current v2.0 XSD real-time reporting to the latest v3.0
XSD, which will be mandatory from 1 April 2021. For now, it’s uncertain if there will be a requirement to retroactively report the transactions
not declared during the grace period.
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Italy extends e-invoicing to cross-border 2022

Italy

Italy is to extend its SdI e-invoicing regime to cross-border invoices, and will withdraw the requirement to complete an Esterometro return. This
will apply from January 2022.

From 2022, sales invoices issued to non-residents must be reported through SdI within 12 days of the invoice. Purchase invoices received from
non-residents must be submitted by the 15 days of the following month.

The change will facilitate the introduction of pre-completed VAT returns. From July 2021, annual VAT returns and registers will be available as
pre-filled.

This reporting obligation was introduced for all invoices issued after 1 January 2019, following the implementation of Sistema di Interscambio
(SdI) live invoice reporting for B2B and B2C invoices. The Esterometro captures all the invoice not mandated for SdI live reporting. It replaced the
Spesometro filing. Resident Italian VAT-registered businesses must complete a quarterly (prior to 2020 monthly) listing, Esterometro, of all cross-
border sales and purchase invoices.
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Indonesia Provides Tax Exemption Incentives for Import of COVID-19 Vaccines and 
Related Raw Materials and Equipment

Indonesia

Indonesia has published Regulation No. PMK-188/PMK.04/2020 of 26 November 2020 from the Minister of Finance, which provides tax
exemption incentives in relation to the import of COVID-19 vaccines. The regulation provides that the import of COVID-19 vaccines, as well
as raw materials and equipment for the production and equipment for the implementation of vaccines are exempt from import duty, excise
duty, VAT, sales tax on luxury goods, and income tax on imports, if imported through bonded logistic centers. Further, the tax exemptions are
provided for the distribution of vaccines in the customs area from bonded areas or bonded warehouses and free zones or special economic
zones, and by export companies with import facilities.

Taxpayers seeking to apply the exemptions must apply to the Ministry of Finance through the head of customs and excise office through
which the goods are imported or distributed. If approved and the vaccine, raw materials, or equipment are not used for their intended
purpose, the taxes will become due along with a penalty of 100% to 500%.
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Iraqi Government considers Sales Tax

Iraq

Iraq is mulling the possibility of imposing a sales tax amid concerns over the consequences of such a move on Iraqis already struggling in a 
down economy.
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Post-Brexit customs, VAT and excise tax measures proposed for Northern Ireland

Northern Ireland

The UK government—as the Brexit transition period closes on 31 December 2020—has introduced legislation that includes measures in 
respect of changes related to customs,  value added tax (VAT), and excise tax law in order to comply with the provisions of the Northern 
Ireland Protocol.

The bill also sets out a new model for the VAT treatment on goods arriving into the UK.
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Revenue Guidance – Trade between Ireland and Great Britain after the transition 
period incl. postponed account upon import

Ireland

You may find the Revenue Guidance here.
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https://www.revenue.ie/en/customs-traders-and-agents/brexit/information-for-businesses/vat-trade-with-gb-after-transition/postponed-accounting.aspx


VAT rate from 14% back to 16% effective 1 January 2021

Kenya

On 4 December 2020, the Kenyan Cabinet Secretary for the National Treasury & Planning issued a public notice highlighting that certain tax
measures that the Government of Kenya had extended at the onset of the COVID-19 pandemic are proposed to cease on 31 December 2020.
As this is only a public notice, it has no legal effect to implement the changes. It is expected that the appropriate legal procedures will be
followed to have a legal instrument to effect these changes in the respective tax legislations.
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Reduced income tax and VAT rates as incentives for the northern and southern 
border regions

Mexico

Four decrees issued by the Mexican executive authority on 27 November 2020 (and pending publication in the official gazette) provide tax
incentives—including reduced rates of income tax and value added tax (VAT)—for Mexico’s northern and southern border regions. The
measures have an effective date of 1 January 2021.

Among the tax incentives are the following:

• A tax incentive regime is to be extended until 2024, with a reduction of the VAT rate to 8% (from 16%), a reduced rate of income tax to 
20% (from 30%), and regarding the  special excise tax (IEPS) on gasoline.

• In addition to the northern border region, taxpayers in 22 municipalities in the southern border region (that is, Mexico’s border with 
Guatemala) will also be eligible for the tax  incentives of the reduced rates of VAT and income tax as well as the tax incentives regarding 
IEPS imposed on gasoline.

• To promote economic activity, an exemption from the general import tax (IGI) and an exemption from the customs processing fee (DTA)—
as well as the reduced VAT rate of 8%  and the reduced income tax rate of 20%—are being made available for taxpayers in Chetumal (a city 
located in the state of Quintana Roo on the Yucatán Península).
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Norway SAF-T digital filing replaces VAT return 2022

Norway

Norway is to mandate SAF-T VAT reporting, including direct digital submission from accounting systems, to replace the current manual VAT
filing from 2022. The notification was contained within Skatteinfo no. 11/2020.

The new Norwegian SAF-T VAT report will extend from the exiting 19 boxes to at least 30 boxes and covers all accounts with VAT
transactions. This will include a sales and purchases SAF-T report, detailing all invoices. Testing will start in the third quarter of 2021.

Norway introduced on-demand Standard Audit File for Tax requirements in 2020 for businesses with a turnover above NOK 5million per
annum. When requested by the tax office, it must be uploaded via the Altinn tax portal.

Poland replaced its VAT return with SAF-T filing in October 2020. The UK is introducing digital links filing, direct submission from accounting
records of VAT data to HMRC via and API link, as part of its Phase 2 of Making Tax Digital.

SAF-T was developed by the OECD in 2005 to harmonise the exchange of tax information between the tax authorities and businesses. It’s
aim is to ensure some uniformity of standards around digitally based transactional reporting. Around 12 EU countries have implemented
SAF-T reporting, although the harmonisation has been limited and confusing for businesses.
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Applicability of VAT on imports into Oman

Oman

In 2019, Sultanate imported 33.11 billion kg goods making its import bill to OMR9.22 billion. April 16, 2021, when VAT will be effective in
Oman, businesses will pay 5 per cent VAT on goods imported into the Sultanate in addition to import custom duty [or duty].
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Peru proposes adding VAT to cross-border online sales

Peru

The South American tax jurisdiction is following a VAT legislative path already taken by neighbours Ecuador as well as Paraguay, Argentina,
and Chile.

Peru is the latest South American tax jurisdiction seeking to add VAT collection and remittance obligations to the sales of digital services by
foreign suppliers. A Bill was introduced to Peru’s Congress on September 10.

Peru is following the legislative path already taken by neighbours Ecuador as well as Paraguay, Argentina, and Chile. As is common in South
America (Chile apart) the obligation for the collection of the VAT – to be applied at a rate of 18% – on these online sales will lie with
domestic financial intermediaries, e.g. local bank card issuers. The aim is that these financial intermediaries to such transactions will act as
withholding agents for the VAT due.

Peru VAT Bill before Congress
A Bill proposing the introduction of such a tax regime was presented to the Peruvian Congress on September 10. There is currently no
implementation date for these proposed new rules.

It should be noted that the ‘intangible’ supplies targeted here (e.g. ebooks, software, digital audio subscriptions to name but a few) are
already taxed in Peru when sold to local businesses via reverse charge. The Bill presented to Congress attempts to address the issue of VAT
as applied to the B2C supplies of foreign sellers. The proposed legislative change is intended to be applicable to “subscriptions to audio,
video or similar digital platforms provided by foreign suppliers”.

It remains to be seen if, like other South American jurisdictions, Peru intends to publish a list of foreign suppliers. In neighbouring Ecuador,
for example, its published list has two aims: 1. It is a list of foreign suppliers so withholding agents (local bank card issuers) know what
transactions to withhold tax on, and 2. It shows what foreign suppliers have the option to voluntarily register themselves to collect and
remit the VAT due on their sales to customers in Ecuador. 28©Taxise Asia LLC 2021



Tax on retail sales will enter into force on January 1, 2021

Poland

The retail sales tax (RST) has already been formally introduced into the Polish legal system. However, due to court proceedings before the
Court of Justice of the European Union (Court), the Ministry of Finance suspended tax collection. Formally, in the absence of a further
suspension, the retail sales tax will be due from January 1, 2021.
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The Ministry of Finance wants to enable the issuing of structured invoices

Poland

The Ministry of Finance wants to enable the issuing of structured invoices, which are a type of electronic invoice; work on the relevant draft
is in progress – it follows from the list of legislative and program works of the Council of Ministers, published on the website of the
Chancellery of the Prime Minister.
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Remote medical care without VAT (alarm center services)

Poland

The alarm center, which monitors the vital functions of patients using an application and by phone, may benefit from VAT exemption –
stated the director of the National Tax Information.
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Appointment of a tax representative in Poland by the businesses established in Great 
Britain

Poland

Due to the upcoming Brexit transition period deadline Head of the Second Tax Office Warszawa-Śródmieście sent information for businesses
with residence or its seat in Great Britain or businesses from outside of EU with fixed establishment in Great Britain, registered in the
Second Tax Office Warszawa-Śródmieście for VAT purposes, on the obligations and method of settling VAT tax, starting on 01.01.2021.

Above mentioned taxpayers from 01.01.2021 will be treated as taxpayers from a third country, to which provisions of the VAT Act will apply
(Journal of Laws of 2020, item 1325 with later amendments) – Section II, Chapter 2 Tax representatives, art. 18a – art. 18d.

Businesses will be required to appoint a tax representative for settlements of VAT in Poland and to submit an agreement on the
appointment of a tax representative, including updates of registration documents in this regard. This obligation will apply to both
businesses who register after 01.01.2021 and businesses already registered in Poland as active VAT taxpayers.

Entrepreneurs who have so far obtained a VAT number in Poland will not be automatically deleted on 01.01.2021 and will not lose their
VAT numbers. However, they will be obliged to immediately indicate a tax representative, which is obligatory in Poland for companies
from third countries.

To establish a tax representative taxpayer has to submit UPL-1 authorization document for the tax representative and/or the UPL-1
authorization document for the person authorized by the tax representative.

Such a position was confirmed by both the Voivodeship Administrative Court and the Supreme Administrative Court (judgment of
02/03/2017), which were of the opinion the act of filing a declaration includes the act of signing it. Tax representative as a party obligated to
filing a tax declaration is also required to sign it and that excludes the possibility of independent action by the taxpayer in this respect. This is
because it is a power reserved by law for a tax representative.
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Poland

Formal fulfillment of the obligation to appoint a tax representative while settling the tax independently by the taxpayer, omitting the tax
representative, will circumvent the statutory obligation, and therefore VAT declarations submitted by persons authorized under the existing
UPL-1 authorizations will not be considered legally effective.
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Government introduces new levies on digital services

Portugal

On 19 November 2020, the Portuguese government published Law no. 74/2020, which transposes the provisions of Council Directive (EU) 2018/1808
into Portuguese law.

Law no. 74/2020 introduces two new levies relating to cinematographic and audiovisual activities:

1. Exhibition levy of 4% on the price paid for audiovisual commercial communication included in video-sharing platforms
The law provides that the exhibition levy will be due by advertisers on income realized in Portugal and will be included in the invoice issued by the
video-sharing platform, but does not clarify the criteria for calculating such amounts. This is expected to be clarified in regulations still to be
prepared and published.

In addition, the exhibition levy must be included in the taxable amount for VAT purposes.

2. Annual levy of 1% on income of providers of subscription video-on-demand services
The 1% levy will be due by service providers on relevant income realized in Portugal associated with subscriptions or occasional transactions for
video-on-demand services. An exception is provided for service providers with low turnover (less than EUR 200,000 of annual relevant income) or
with low audience (less than 0.5% of active subscribers).

Under terms and conditions yet to be published, the service provider must file certified accounting documents with the “Instituto do Cinema e do
Audiovisual, IP” that prove the amount of its relevant income.

If it is not possible to determine the value of the relevant income of the service provider, the annual levy will be EUR 1 million.

The Law will enter into force 90 days after the date it was published, i.e., on 17 February 2021.
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Russia 20% VAT on cryptocurrencies 2021

Russia

Russia (Bill No. 1065710-7) is proposing to levy 20% on digital currencies such as Bitcoin. Most other countries, including European Union,
have opted not to subject virtual currencies to VAT and have classified them as a method of payment – a private currency similar to
national (fiat) currencies - which are VAT exempt under the provision concerning transactions relating to 'currency, bank notes and coins
used as legal tender'.

The Russian interruption of the digital currencies is that they are property, and therefore selling creates a VAT liability. Traders will have to
Russian VAT register if they sell more than Rubles 600,000 per annum (about €6,700).

The new law will be enacted for 2021.
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VAT requirements under new system for tracing goods

Russia

The president of the Russian Federation on 9 November 2020 signed Federal Law No. 371-FZ that introduces measures relating to a national
system to allow for the tracing of goods.

The new rules have an effective date of 1 July 2021.

This new system involves monitoring the turnover of certain types of goods using their batch registration numbers (BRN). Taxpayers engaged
in transactions with traceable goods will be required to add BRNs to their value added tax (VAT) invoices and primary accounting documents
and then provide the tax authorities with information on the transactions involving the traceable goods by filing VAT returns and related
transaction reports.

The list of traceable goods, the procedure for providing documents, and other aspects are to be provided by the government. The list of
traceable goods contained in a draft resolution includes:

• Refrigeration and freezing equipment
• Industrial trucks
• Washing and drying machines
• Monitors and projection equipment
• Baby strollers and child safety seats
• Integrated electronic circuits and elements
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The General Authority of Zakat and Tax announces the approval of the electronic 
invoicing regulation

Saudi Arabia

The General Authority of Zakat and Tax GAZT announced the approval of its Board of Directors on the electronic invoicing regulation,
which was published on Friday, the December,4 2020.

As per the regulations, the definition of an electronic invoice is a tax invoice which is issued electronically and by every taxpayer subject to
value added tax in the Kingdom.

The electronic invoicing regulation contains seven articles that regulate the mechanism for issuing and keeping electronic invoices for the
taxpayers, and clarifies the provisions, procedures, and persons subject to them, in addition to the procedural rules and legal time limits
GAZT has confirmed that the regulation has entered into force from the date of publication; With note that the mandatory application will
take place on the taxpayers subject to it to issue and keep invoices on 4 December 2021.

The General Authority of Zakat and Tax invites all taxpayers to view the electronic invoicing list through its website (gazt.gov.sa), and to
contact them via the unified number (19993), which is operational 24 hours a day, seven days a week, for any enquiries or questions
related to electronic invoicing .

It is worth noting that the electronic invoicing system aims to limit the volume of shadow and underground economy transactions, in
addition to combating commercial concealment.

The General Authority for Zakat and Income had published – earlier – the draft of the regulations for public opinion on the 17 of last
September.
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GAZT released English version of FAQ’s and Introductory guide to e-invoicing

Saudi Arabia

You may find the Introductory guide here.
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https://gazt.gov.sa/en/RulesRegulations/UnderConsultations/Pages/Rule_004.aspx


Singapore Issues GST Bulletin Issue 21

Singapore

The Inland Revenue Authority of Singapore (IRAS) has issued GST Bulletin Issue 21 for December 2020. The main point of the bulletin is that
most IRAS notices will be digitized from May 2021 and paper notices will be phased out. The bulletin also notes the benefits of submitting
GST returns to IRAS directly from accounting systems via APIs, as well as common mistakes to avoid, including input tax claims without valid
documents and input tax claims for purchases not incurred for business purposes.
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VAT implications of manufacturing and distribution agreement; permanent 
establishment of non-resident company

Spain

Spain: VAT implications of manufacturing and distribution agreement; permanent
establishment of non-resident company December 14, 2020

The Spanish Supreme Court in a November 2020 decision analysed whether a Spanish subsidiary could be deemed to be a permanent
establishment of a non-resident company (a Swiss company) for value added tax (VAT) purposes.

Background
The Spanish subsidiary entered into two different agreements with the Swiss company—one for manufacturing goods, and a second one for
distributing the finished goods.
The Swiss company considered that it was not operating in Spain by means of a permanent establishment, and thus did not charge VAT on its
sales in Spain (given that the reverse charge mechanism was applicable). The Spanish tax authorities, however, concluded that there was a
VAT permanent establishment and that the reverse charge mechanism was not applicable.
The company objected to the position of the tax authorities, and the issue eventually ended up before the high court.

Court decision
The Supreme Court agreed with the tax authorities and determined that there was a VAT permanent establishment and that VAT must be
charged on the domestic sales.

The high court concluded that the Swiss (non-resident) company was in fact operating in Spain through a fixed place of business (that is, the
factory, warehouse, and offices of the Spanish subsidiary) and by means of activities conducted by the Spanish subsidiary. The high court
observed that the Swiss company provided instructions as to how the goods were to be manufactured by the Spanish subsidiary’s
employees and using the material resources of the Spanish subsidiary. 40©Taxise Asia LLC 2021



Spain

The court also noted that the Swiss company controlled the goods that were to be manufactured, established the deadlines for selling the
goods, and set the price; that the Swiss company reimbursed the Spanish subsidiary for all costs borne in Spain; and that the Swiss company
assumed all the risk of the activities carried out in Spain (basically, all the activities conducted in Spain by the Spanish subsidiary, such as the
manufacture, transport, quality control, and packaging were performed by the Spanish company on behalf of the Swiss company).
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Supreme Administrative Court provides guidance on assessment of “real” 
establishment

Sweden

Sweden’s Supreme Administrative Court issued its decision No. 6446-19 on 7 October 2020 that a Luxembourg company operating within the
special rules for investment funds under EU directive 2011/61 on alternative investment fund managers (the AIFM directive) had a “real”
establishment in Sweden, despite not satisfying traditional substance criteria. The ruling also may provide useful guidance for companies
operating in other sectors.
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Brexit Internal Market Bill – the 3 issues

United Kingdom

The UK government is planning to give itself new powers to override elements of the Brexit Withdrawal Agreement via a new piece of
legislation, the Internal Market Bill (‘the Bill'). The issues at stake cover: movement of goods from Northern Ireland ('NI') to the rest of the UK
('Great Britain' or 'GB'); state aid provisions; and an override (ouster) clause.

The UK's House of Lords has already rejected clauses in the Bill. However, it returns to the UK House of Commons on 7 December. In
addition, the Brexit Taxation Bill add customs duties and VAT powers to this.

• 1 Movements of goods from NI to GB – Clause 42, Internal Market Bill
As part of the Brexit Withdrawal Agreement signed in January 2020, the Northern Ireland Protocol put NI in dual positions within the EU /
UK Customs Unions, Single Markets and VAT regimes. This was to prevent the need for customs border controls between NI and Ireland. The
Protocol instead moved the port of entry and checking to NI ports. This included EU checks on GB goods coming to NI.

This status comes into effect on 1 January 2021 irrespective if the EU and UK sign a Free Trade Agreement (FTA). Without this, this would
mean exit export paperwork and some checks on sending goods from NI to GB. The UK government now wishes to take powers to stop
this requirement for controls or paperwork within the UK customs unions, breaking the Brexit Withdrawal Agreement.

• 2 Modify state-aid provisions – Clause 43, Internal Market Bill
Within Article 10 of the Brexit Withdrawal Agreement is the right of the EU to act against any state aid granted by the UK to businesses with
NI links - known as 'reach back’. This is to maintain the rule of the EU Single Market in NI.
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United Kingdom

In Article 43 of the Internal Market Bill, the UK government is seeking powers to be able to interpret Article 10 in any way it sees fit. The UK is
concerned that Article 10 is loosely defined, and the EU could use it to interfere in broader UK measures, such as UK cuts in Corporation Tax,
that it could claim have some ‘trade effect’ in NI. The EU claims the UK government has so far failed to define its state aid policies and
objectives for it to agree to, and so the EU has refused to trim down Article 10 in a way that suits the UK.

• 3 Override clause – Clause 45, Internal Market Bill
Lastly, the Internal Market Bill contains an ‘ouster clause’, aimed at excluding UK courts from judicial review over the Bill. These type of
measures are often cut back by courts as inconsistent with the rule of law and the courts’ ability to scrutinise the executive branch of the
government.
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Postponed VAT Accounting – Monthly Import VAT Statement required to account 
for and recover import VAT

United Kingdom

All UK VAT registered Importers will be eligible to use PVA; no authorisation will be required. They will simply make the appropriate entry and
provide their EORI and/or VAT registration number (VRN) on their customs declaration. This process (subject to customs clearance) will allow
the goods to enter into free circulation without up-front payment of the import VAT. The customs declaration will generate an online
Monthly Postponed Import VAT Statement (MPIVS) that will be the evidence required to account for and recover the import VAT as input tax
on their next VAT return. (Note: The C79 will continue to be produced for those entries where any VAT is paid on importation).
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Financial services to receive post Brexit VAT boost

United Kingdom

The UK’s financial services businesses have been handed a boost following a recent speech from Chancellor Rishi Sunak. He has announced
that from 1 January 2021, it should be possible for UK businesses to recover VAT incurred on costs that relate to specific supplies of financial
and insurance services delivered to EU customers. This should result in higher amounts of VAT recovery and hence a decrease in costs for
impacted businesses.
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UK HM Treasury Consulting on VAT Challenges Created by the Sharing Economy

United Kingdom

On 9 December 2020, UK HM Treasury published a call for evidence seeking stakeholder views on the government's assessment of the
VAT challenges created by the sharing economy. The deadline for responses is 3 March 2021.

---

Details

The Sharing Economy has empowered individuals and business to connect with consumers and provide services to them on a far larger scale
than previously possible. This activity is usually facilitated by digital platforms which can be based anywhere in the world.

This creates huge opportunities for the UK's economy and society through stimulating enterprise and aiding optimal use of scarce
resources. However, the government is also aware that it could potentially create certain challenges to the VAT tax base.

The aim of this call for evidence is to test the government's view of the VAT challenges the Sharing Economy creates. We welcome
stakeholder views, both those who may share our initial assessment and those who bring challenge to that perspective as well as evidence
of other challenges that we have not yet considered. We are also seeking stakeholder views on potential next steps in evaluating and
responding to these challenges.
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Verifying GB VAT Registration numbers

United Kingdom

After Brexit it's no longer possible to verify Great Britain (GB) VAT numbers in VIES. HMRC has now published a new tool for verifying GB VAT
numbers.

Check a UK VAT number

This tool will also show the name and address of the business associated with the VAT number. If you're a UK VAT-registered business, you
can also get a proof of your check.

Click here to check a GB VAT number.
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https://www.tax.service.gov.uk/check-vat-number/enter-vat-details


Information about Returned Goods Relief for goods that are in an EU member 
state on 31 December 2020

United Kingdom

Goods in an EU member state on 31 December 2020

From 1 January 2021 goods arriving in Great Britain (England, Scotland and Wales) from the EU will be subject to import duties and VAT,
unless a relief applies.

To allow importers extra time to return goods to Great Britain from the EU, a special extension period has been agreed.

Goods you transported from the UK and which are in the EU on 31 December 2020 will be eligible for relief even if the normal 3-year time
limit for re-importation has expired, if you re-import them into Great Britain on or before 31 December 2021. All other conditions to qualify
for the relief must be met.

You will not have to give the actual date the goods were exported from the UK, you will only need to show that the goods were in
the UK before 31 December 2020.

This guidance will be updated on 1 January 2021 with all the qualifying conditions for relief for goods returning to the UK from on
or after 1 January 2021.
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HMRC Guidance: Apply to use simplified declarations for imports

United Kingdom

Find out here about the different simplified declarations for imports and what you need to do to get authorisation to use them.
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https://www.gov.uk/guidance/using-simplified-declarations-for-imports


Update - Uruguay Provides Temporary VAT Rate Reduction for Certain Activities

Uruguay

As previously reported, the Uruguay government has provided a temporary 9% reduction in the VAT rate on certain activities/operations in relation
to tourism, including for restaurant services, car rentals, and leasing of real estate for tourist purpose, which applies from 16 November 2020 to 4
April 2021. Further to the 9% reduction, Decree No. 305/020 has been published, which extends the service export regime to residents in Uruguay
for services related to accommodation, including hotel accommodation. This provides for a VAT zero-rating on such supplies effective from 16
November 2020 to 4 April 2021.
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Guidance on VAT, mandatory e-invoicing delayed to 1 July 2022

Vietnam

Guidance (Decree No. 123/220/ND-CP) concerning the rules for electronic invoicing (e-invoicing) has delayed the effective date of e-invoicing to 1
July 2022.

Under the delayed effective date, e-invoicing will be mandatory beginning 1 July 2022 (instead of the prior proposed effective date of 1 November
2020).

Enterprises that have issued paper invoices and e-invoices before 19 October 2020 (the date the decree was issued) may continue to use them until
30 June 2022. For the invoices issued after 19 October 2020, if the enterprises have not yet met the requirement with regard to the information
technology infrastructure and continue to use other types of invoices, they must submit to the tax authority their invoice information together
with the value added tax (VAT) declaration form.
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Govt suspends VAT on hotels for 2 years

Zambia

TOURISM and Arts Minister Ronald Chitotela says government has agreed to suspend Value Addition Tax (VAT) for hotels for a period of at least two
years in a bid to revive growth and boost the industry.
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Upcoming VAT points of attention

54

Upcoming VAT Points of Attention Date

Brexit The EU VAT legislation continues to apply up until 31st 
December 2020. 

VAT eCommerce Directive (2) – Distance Sales + 
EU wide online marketplace liability - July 1st 2021

Modification EU VAT Directive - Quick Fixes - January 1st 2020

Central Electronic System of Payment information January 1st 2024
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Various
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India Businesses to get fully auto-populated monthly sales return form GSTR-3B
Northern Ireland Brexit: HMRC to take 'sympathetic' customs approach from 1 January
Madagascar Madagascar lowers telecommunications tax to 8%
Malaysia Govt mulling feasibility of re-implementing GST, other consumption tax models
Mexico Mexico extends tax advantages in borders with the US and will replicate them in the southern border

https://www.business-standard.com/article/pti-stories/gstn-enables-auto-populated-gstr-3b-return-form-beginning-nov-120121300477_1.html
https://www.bbc.com/news/uk-northern-ireland-55159239
https://itweb.africa/content/Kjlyrvw1G4BMk6am
https://www.capitalpost.com.my/2020/12/10/govt-mulling-feasibility-of-re-implementing-gst-other-consumption-tax-models/
https://www.explica.co/update-1-mexico-extends-tax-advantages-in-borders-with-the-us-and-will-replicate-them-in-the-southern-border/
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