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INTRODUCTION

We are pleased to share with you the latest edition of our Indirect Tax
Insight Newsletter, continuing our commitment to bringing you timely and
practical updates on indirect taxation around the world.

In this edition, we have gathered valuable contributions from 16 countries,
each offering in-depth perspectives on recent developments in value added
tax (VAT) and related indirect tax issues.

With global VAT rules evolving rapidly, staying informed is essential for
businesses managing international operations and cross-border transactions.

Our member firms have once again provided on-the-ground insights into
legislative changes, compliance challenges, and emerging trends across
multiple jurisdictions.

Whether you're navigating new VAT regimes, adjusting to rate changes, or
re-evaluating your supply chain strategies, this issue offers the knowledge
and foresight to support your decision-making.

Thank you for your continued readership—we look forward to continuing to
provide you with the insights you need to stay ahead in a complex and

i . Beverly Gilbert Thomas Frgbert
dynamic tax environment. National Leader Commodity Tax Partner
All of us at Taxand look forward to connecting with you throughout the year Group _ Bech Bruun
ahead. Borden Ladner Gervais LLP Taxand Denmark
Taxand Canada E: THF@bechbruun.com
Beverly and Thomas E: BGilbert@blg.com
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CANADA

Elimination of Canada’s consumer based Carbon Tax

Upon being sworn in as Canada’s newest Prime Minister on March 14,
2025, Mark Carney moved immediately to dismantle the Canadian federal
consumption-based carbon tax, the federal Fuel Charge.

Canada’s federal carbon tax framework under the Greenhouse Gas
Pollution Pricing Act (GGPPA) is comprised of a consumption-based Fuel
Charge applicable to the first delivery of carbon intensive product to an
unregistered consumer, and an Out-put Based Pricing Solution (OBPS)
applicable to industrial emitters.

In response to increasing political opposition to the Fuel Charge, the
Federal Government announced a “...refocusing [of] pollution pricing on
industrial carbon pricing by effectively eliminating the Fuel Charge and
removing the requirement for a consumer carbon price” by way of an
order-in-council.

The changes were implemented by way of amendments to the Fuel Charge
Regulations, and were in effect as of Friday March 14, 2025. The key
takeaways are as follows:

« As of April 1, 2025, the rate of the Fuel Charge will be changed to zero
(as listed in Schedule 2 of the GGPPA).

Your Taxand Partner in Canada: Beverly Gilbert, E: BGilbert@blg.com, T: + 403 232 9409

BLG

Borden Ladner Gervais

« Every registration under the GGPPA will be cancelled on November 1,
2025.

« As of April 1, 2025, there will be no requirement to be registered as a
distributor, emitter, importer, user, user of combustible waste, air
carrier, marine carrier, rail carrier, or road carrier.

« As of April 1, 2025, there will be no requirement to file Fuel Charge
returns.

Notably, the OBPS will remain, and it is only the Fuel Charge being
removed. This raises questions about the future regulation of industrial
facilities, how the price on carbon will be impacted over time, and if there
can still be a reduction on emissions in Canada.

Given the ongoing Canadian federal election and the nature of the
cancellation of the Federal Fuel Charge by way of an order-in-council,
there has been some speculation that a Federal Government with a
renewed mandate could easily reimpose the Fuel Charge in the future.

As the GGPPA acts as a federal backstop which allows provinces to impose
their own carbon taxation framework that meets or exceeds that of the
GGPPA, provinces were quick to respond to the elimination of the Fuel
Charge. British Columbia, which was an early adopter of a provincial
carbon tax, cancelled its provincial carbon tax effective April 1, 2025,
leaving Quebec as the sole Canadian province with a consumption-based
carbon tax regime in effect.

32 TAXAND
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CZECH REPUBLIC

Amendment to the Excise Duty Act: Simplifying and Modernizing Input VAT deduction for luxury goods

An amendment to the Excise Duty Act effective as from January 2025 The Supreme Administrative Court recently ruled that if goods can be used
aimed to reduce administrative burdens and make tax compliance easier. for both economic and private purposes (e.g., luxury cars, wellness

The main focus is on digitalisation of processes and increase of legal facilities), the taxpayer must determine the coefficient for a partial tax
certainty for businesses. deduction. If not, the tax authority may exclude the entire deduction.

The amendment introduces the following changes: Cancellation of
registration procedure; Clear determination of the local jurisdiction of the
tax administrator; Overall review of the assessment of microbreweries;
Simplification in distance selling; New cigarette pricing for the final
consumer; Changes in tax collateral and changes for guarantors; Changes
in Mineral Oil Refunds.

Your Taxand Partner in Czech Republic: Martin Valdsek, E: martin.valasek@leitnerleitner.com, T: +420 607 073 910
32 TAXAND
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FINLAND BORENIUS

The Finnish Government proposes changes to the electricity The plan to increase the VAT for chocolate and sweets has been
taxation for data centres and mining. abandoned.

The Finnish Ministry of Finance has published a draft proposal for a bill The Finnish Government has decided not to proceed with the planned
aimed at changing the taxation of electricity used by certain data centres increase in the VAT rate for chocolate and sweets, which was initially set to
and mining. The Government proposes to shift these activities from the rise to 25.5% in June 2025.

lower tax bracket to the higher one. Currently, the lower tax bracket is set
at 0.063 Euro cents per kWh, while the higher bracket is 2.253 Euro cents
per kWh. The change in tax brackets is scheduled to come into force on
January 1, 2026. The draft proposal was open for stakeholders' comments
for one week, concluding on 16 April 2025. This proposal follows a sudden
announcement by the Minister of Finance regarding the change in March.

Your Taxand Partner in Finland: Henna Jovio, E: henna.jovio@borenius.com, T: +358 20 713 3465
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FRANCE (1 OF 3)

Athletes’ image rights: a taxable service under VAT rules, Conseil
d'Etat, Chambres réunies, 20 décembre 2024, 492173

What you need to know

Unlike models, whose image rights are considered an integral part of their
salary and exempt from VAT, athletes are valued for their performance —
not their appearance. The commercial use of their image, name, or voice
is merely optional, as outlined in the French Sports Code. And because
such endorsement contracts lack the subordination seen in employment
relationships, the French tax authorities have ruled that royalties paid for
image rights are taxable as services under VAT rules.

Essential takeaways

Unlike a salary, the royalties athletes receive for commercial use of their
image depend on the revenue generated — not a fixed amount. That
means the athlete bears the economic risk as the rights holder. And while
only those acting independently are subject to VAT under article 256 A of
the French Tax Code (excluding employees), the athlete is seen as acting
independently from their employer when licensing their image. The image
rights contract is separate from their employment contract, not
automatically linked to it, and athletes are free to negotiate its terms and
payment structure — all the ingredients of an independent economic
activity subject to VAT. Moreover, a letter from the tax authorities to a
professional union is a decision that can be challenged in court, where the
union represents the interests of athletes.

We are at your disposal to explore any opportunities in your country
regarding the application of VAT to athletes' image rights and related tax
considerations.

Your Taxand Partner in France: Nathalie Habibou, E: Nathalie.habibou@arsene-taxand.com, T +33 1 70 38 47 75

o/

‘‘‘‘‘‘‘‘‘‘‘‘‘‘

VAT refund rejected: no proof of para-hospitality use for
renovation work, CAA de Marseille, 3¢me chambre, 16 janvier 2025,
23MA00817

What you need to know

A property owner requested a VAT refund for renovation works on a villa in
the south of France, claiming it was intended for a new economic activity
in the para-hospitality sector, making the VAT deductible. Despite the
luxury scale of the renovations and an email from a real estate agent
about potential rentals, the Court found insufficient evidence to prove the
villa’s future use in a taxable business. The mere business registration in
2013 was not enough to support her claim, and the court upheld the
administration’s decision to deny the VAT refund.

Essential takeaways

The decision highlights the importance of providing clear and objective
evidence when claiming VAT deductions for properties intended for
economic activities. Mere intentions or vague references to future use are
not enough; there must be concrete indicators of the property's allocation
to a taxable business activity. This case serves as a reminder to ensure
thorough documentation and planning when seeking tax benefits related to
property renovations.

We are at your disposal to explore any opportunities in your country
regarding VAT deductions for property renovations and economic activities.
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FRANCE (2 OF 3)

VAT exemption threshold cut and unification: key changes to know

What you need to know

The VAT exemption regime has undergone significant changes with the
2025 Finance Bill. The new law lowers the national turnover threshold for
benefiting from the VAT exemption to €25,000, regardless of the type of
transaction or the status of the taxpayer. Originally set to take effect on
March 1, 2025, the implementation has been delayed to June 1, 2025. A
government ruling on March 3, 2025, clarifies the transitional period and
the interplay of the old and the new regimes.

Essential takeaways

+  The new VAT exemption regime applies a uniform €25,000 threshold
for all taxable persons, with a slight increase to €27,500 in the current
year.

« This threshold replaces prior distinctions for goods, services, and
specific professionals like lawyers and artists.

« The new law aims to simplify the system and prevent distortions in
competition, though some professionals have voiced concerns.

We are at your disposal should you need assistance navigating these
changes, feel free to reach out for expert advice on how they may impact
your business or clients.

Your Taxand Partner in France: Nathalie Habibou, E: Nathalie.habibou@arsene-taxand.com, T: +33 1 70 38 47 75

‘‘‘‘‘‘‘‘‘‘‘‘‘‘

New exemption for wage tax under the VAT group

What you need to know

The 2025 Finance Bill aims to broaden access to the VAT group regime,
offering a significant tax advantage for businesses. The bill introduces a
crucial measure to neutralize the additional wage tax burden for
companies that, when operating independently, would not be subject to
this tax. The reform targets companies that, by forming VAT group, would
otherwise face disproportionate wage tax obligations.

Essential takeaways

Objective of the measure: The reform intends to make the VAT group

structure more accessible to a wider range of companies by eliminating the

surplus wage tax typically faced by businesses not individually subject to

it.

-  Exemption conditions: Wage tax exemption applies to members of a
VAT group if:

» The employer would not be subject to wage tax if it were not part of the group, and

> At least 90% of the group’s turnover from VAT-taxable activities, excluding non-
deductible operations, must qualify for VAT deduction.

« Impact of the reform: The reform benefits companies in the taxable
sector. In practice, this measure helps streamline intra-group VAT
transactions, avoiding additional wage tax charges and simplifying
reporting requirements.

We are at your disposal for any questions or further details regarding
these changes and how they might affect your business.
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FRANCE (3 OF 3)

Transition from simplified declaration regime to quarterly
reporting regime starting in 2027

What you need to know

The French government is replacing the simplified VAT declaration system
with a new quarterly reporting regime starting January 2027. This shift,
part of the Finance Bill for 2025, aims to simplify tax reporting, reduce
fraud, and streamline the VAT process for small and medium-sized
enterprise. The simplified VAT system will be replaced by a unified monthly
or quarterly declaration, with conditions that are easier to follow and more
inclusive for all business sectors.

Essential takeaways

« Starting in 2027, all businesses will have a single VAT reporting
system. The new system removes complex thresholds and simplifies
compliance for SMEs.

« It will harmonize VAT reporting across the EU and align with the
upcoming e-invoicing reform.

« Businesses can choose quarterly reporting, making it easier to manage
cash flow. The government is committed to providing pre-filled VAT
reports to reduce administrative burdens.

We are at your disposal for any questions or further details regarding
these changes and how they might affect your business.

Your Taxand Partner in France: Nathalie Habibou, E: Nathalie.habibou@arsene-taxand.com, T: +33 1 70 38 47 75

‘‘‘‘‘‘‘‘‘‘‘‘‘‘

End of self-certification for cash register software: new compliance
requirements in force

What you need to know

Since February 16, 2025, self-certification by software and cash register
system vendors is no longer allowed. Vendors must now provide a
certificate from an accredited organization to confirm that their products
meet required tax compliance standards. This change aims to combat VAT
fraud by ensuring stricter control over software integrity and security.

Essential takeaways

« Only accredited certificates are now accepted for software compliance.

« Vendors must ensure their systems are certified by an accredited body,
such as AFNOR or LNE.

« Non-compliance may result in fines up to €7,500 per non-compliant
software or cas-register system.

We are at your disposal for any questions on how this change impacts your
business or compliance efforts.
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GERMANY

Insurance premium tax (IPT) for permanent establishments in
third countries?

The German Federal Fiscal Court decided that German IPT is always
due for ‘third country-third country’ relationships (insurance
relationships with third country insurers via PEs located in third
countries) if the PE has no legal capacity. In this case, the PE cannot
be the policyholder.

However, the policyholder is the reference party.

If the policyholder is based in Germany, the premiums are IPT-taxable
in Germany. As IPT is also due in most of the countries depending on
the location of the PE, there is a significant risk of double taxation.

Taxpayers should therefore check their PEs for unrecognised
insurance relationships and set up efficient compliance systems in
order to ensure correct taxation.

Your Taxand Partners in Germany: Rainald Vobbe, E: rainald.vobbe@fgs.de, Dr. Charlotte Pétters, E: charlotte.poetters@fgs.de, T: +49 228 95940,

Amendment to the VAT exemption for educational services

With effect as of 1 January 2025 the VAT exemption for educational
services had been extended. Under the new rules the scope of the tax
exemption for educational services applies to all school and university
teaching, training and also to further education and vocational retraining.
The competent state authorities must certify that the taxable person
provides one of these services. Proper preparation for a profession or an
examination to be taken before a legal entity under public law is no longer
decisive for the application of the VAT exemption. If the requirements are
not met, the services are subject to VAT.

In this context, it should be noted that a new rule for the B2C sector
stipulates that in the case of virtual participation, i.e. live streaming, the
place of supply is determined by the place of residence of the consumer.
While live streaming can benefit from the VAT exemption for educational
services, the German tax authorities do not apply the VAT exemption to
pre-produced content.

Dr. Barbara Fleckenstein-Weiland, E: barbara.fleckenstein-Weiland@fgs.de, T: +49 69 717030
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ZEPOS K

GREECE YANNOPOULOS

Supreme Court accepts the deduction of VAT on business
hospitality expenses

Greek VAT law denies the deduction of VAT on hospitality expenses, even
in cases where these expenses are related to the business activity of the
taxable persons. This prohibition has as a result, among others, that the
cost of business events, like conferences, is increased by the amount of
non-deductible VAT.

In a recent decision, the Supreme Court ruled that such absolute
prohibition violates the EU VAT Directive and therefore VAT on hospitality
expenses is deductible, as long as these expenses are objectively related
to the business and therefore taxable activities of the entities that incur
them.

This decision paves the way for ending a decades-long practice of the tax
authorities to deny the deduction of VAT on all hospitality expenses and
could reduce business costs related to corporate events.

Your Taxand Partner in Greece: Alex Karopoulos, E: a.karopoulos@zeya.com; T: +30 6977 274695
2t TAXAND



mailto:a.karopoulos@zeya.com

IRELAND WILLIAM FRY

Recent updates

Finance Act 2024 introduced a number of legislative changes, many of which provide clarity for taxpayers on various aspects of VAT administration .The
main legislative changes introduced by Finance Act 2024 are summarised below:

VAT Registration Thresholds Clarification on certain VAT Exempt activities

. It was clarified that the VAT exemption for the management of EU

Effective from 1 January 2025, the VAT registration thresholds will increase to: Alternative Investment Funds (AIFs) applies to the management

« €42 500 for services: and of all EU AIFs including where the Alternative Investment Fund
’ ' Manager (AIFM) is registered with a relevant competent authority.
-« €85,000 for goods. This amendment now makes it clear that EU AIFs (including
certain Irish Limited Partnerships) that are managed by an EU
VAT Rates regulated AIFM, including an Irish AIFM, qualify for the fund
management exemption. This is a welcome change that removes
- The 9% VAT rate for gas and electricity supply is extended until 1 April any uncertainty surrounding the ability of Irish AIFs that are
2025 and was subsequently extended to 31 October 2025. managed by an Irish AIFM to qualify for the fund management
exemption.

« This rate will also apply to the supply and installation of low emissions Widening of the net for goods in scope of the Standard Rate of

heat pump heating systems. VAT
Clarification on VAT Input Deductions . The stgndard rate of VAT (gurrently 230/_0) will now apply to juice
and drinkable products derived from fruit, vegetables, plants,
It was clarified that an input deduction is available in respect of VAT on grains, seeds, or pulses. The standard rate of VAT already applied
costs incurred by another person acting under a power exercisable by to beverages such as fruit and vegetable juices, but the net has
them (including a receiver or liquidator) when fulfilling their obligation to now significantly widened as a result of this change.

furnish a VAT return.

Your Taxand Partners in Ireland: Sonya Manzor: sonya.manzor@williamfry.com, T: +353 1 639 5212, Colin Bolger: colin.bolger@williamfry.com
T: +353 1 639 5048
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MEXICO MIJARES

Mexican Supreme Court of Justice to rule on “double” VAT
collection from magquiladoras

The Mexican Supreme Court of Justice ("SCIN” as per its acronym in
Spanish) is expected to rule on the dispute between maquiladoras and the
Mexican tax authorities regarding what has been dubbed as a “double
collection of value added tax”.

The tax authorities have argued that certain Mexican maquiladoras have
taken an abusive position which has resulted on the avoidance of payment
of VAT by such taxpayers.

On the other side, maquiladoras have sustained that the tax authorities
are trying to collect value added tax two times, that is, when the goods
are imported into Mexican territory and then when purchasing them from a
non-Mexican supplier.

If the SCIN confirms the tax authorities’ position, it could represent a
significant blow to the maquila industry in Mexico, given that it would
impact severely their cash flow and financial viability. It is worth noting
that the SCIN has already postponed the discussion once arguing that a
further analysis would be necessary to assess the economic impact of this
decision.

Your Taxand Partner in Mexico: Luis Monroy, E: Imonroy@macf.com.mx, T: +52 (55) 5201 7466
32t TAXAND
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PERU

Peru Imposes IGV on Foreign Digital Platforms

Peru has implemented a new tax measure under Legislative Decree 1623,
imposing an 18% General Sales Tax (IGV) on services provided by foreign
digital platforms like Netflix, Temu and Airbnb. Since October 2024,
foreign digital platforms must collect, declare and pay the IGV for these
services. If foreign digital platforms fail to comply, payment facilitators
(mainly Peruvian banks and telecoms) will be responsible for collecting,
declaring, and paying the tax, although their obligations are subject to
further regulations by the Peruvian tax agency.

Peru Reduces IGV Tax Credit Deadline

Peru has enacted Legislative Decree 1669 to reduce the deadline for
recording invoices to claim the IGV tax credit. Once the Peruvian Tax
Agency enacts further necessary regulations, invoices must be recorded in
the purchase register within the same month they are issued by the
supplier. Physical invoices will have a two-month deadline. For
transactions subject to the split-VAT mechanism, known as SPOT, the
deadline will be three months. Missing these deadlines will result in the
loss of the tax credit. While this change aims to streamline tax compliance
and improve the efficiency of tax administration, it poses challenges for
companies that receive a large volume of electronic invoices at the end of
the month.

Your Taxand Partner in Peru: Rafael Martinelli; E: rafael.martinelli@garrigues.com; T: +51 947 402 334

GARRIGUES

Peru Imposes Excise Tax on Online Gaming and Betting

Peru has implemented a new tax measure under Law 31557 and
Legislative Decree 1644, imposing a 0.3% Excise Tax on online gaming
and betting through Peruvian or foreign sites. Since January 2025, sites
must collect, declare and pay the Excise Tax for these services. If foreign
sites fail to comply, payment facilitators (mainly Peruvian banks) will be
responsible for collecting, declaring, and paying the tax, although their
obligations are subject to further regulations by the Peruvian tax agency.
Staring July 2025, the tax will increase to 1%.

32 TAXAND
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PORTUGAL

Application of the reduced VAT rate on rehabilitation works

Item 2.23 of Annex I to the VAT Code, in its version prior to October 6,
2023, established that urban rehabilitation contracts for properties located
in Urban Rehabilitation Areas ("ARU”) without an approved Urban
Rehabilitation Operation ("ORU") could benefit from the application of the
reduced VAT rate.

This matter has not been consistent in national jurisprudence. Firstly,
Portuguese case-law and rulings issued by the Portuguese Tax Authority
(“"PTA") on this topic did not mention the need of the rehabilitation works
be carried out in an ARU subject to the special approval of an ORU. More
recently, this matter started to be raised by the PTA leading to
contradictory case-law in this regard.

Following these disputes, the Supreme Administrative Court issued, on
March 26, 2025, a ruling that standardises the jurisprudence on the
application of this rule deciding that only urban rehabilitation contracts
carried out in ARUs with a previously approved ORU may benefit from the
reduced VAT rate of 6%.

This court ruling, being a uniformisation of case law, may have significant
consequences for urban rehabilitation projects, as the absence of an
approved ORU may prevent the application of the reduced VAT rate to
rehabilitation contracts, resulting in the application of the normal tax rate.

Your Taxand Partner in Portugal: Isabel Vieira dos Reis - E: isabel.vieira.reis@garrigues.com, T: +351 213 821 200

GARRIGUES

Small businesses VAT exemption

On March 24, 2025, Portugal has finally adopted the Union VAT exemption
scheme applicable to small businesses foreseen in Articles 280a to 292d of
the VAT Directive.

For its application, (i) Union annual turnover should not exceed EUR
100,000; (ii) the value of the supplies in Portugal should not exceed EUR
15,000 and (iii) the taxable person, in the Member State where
established, has obtained for the application of the exemption regime, an
individual identification number with the suffix 'EX’.

When the abovementioned domestic threshold of EUR 15,000 is exceeded
in 25%, this exemption regime ceases to apply.

32 TAXAND
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SLOVAKIA

Further changes to the VAT Act in Slovakia

In the last issue, we have informed you about the changes to the VAT Act
which were part of the government consolidation package. However,
further changes to the VAT Act came into effect as of 01/01/2025:

+ Change of tax treatment of the supply of goods without consideration
(tax base for VAT deduction will be based on the current market value),

+ Extension and significant changes to the concept of correction
and adjustment of VAT deduction for acquired assets (e.g.
mandatory correction of the deducted VAT prior to the first use if a
change of the planned purpose of use occurs),

« Introduction of the term “first use™ of acquired assets for the
purposes of deduction adjustment,

+ Changed definition of acquired assets - inclusion of intangible
assets, change of value of tangible assets to EUR 1,700 and exclusion
of inventories.

Your Taxand Partner in Slovakia: Eva Kusa, E eva.kusa@bmb.sk, T: +421 2 2129 9000; Kristina Reguliova, E: kristina.reguliova@bmb.sk,

T: +421 2 2129 9000

bmb

Amendment to the Act on Financial Transactions

We have also informed you on the new Act on Financial Transactions. Due
to its controversial nature and suspected conflict with EU law, the act was
amended (November 2024) before it became effective (1 January 2025).

The amendment addressed several discrepancies, clarified and narrowed
the scope of entities subject to the new tax as well as the range of taxable
transactions. From the perspective of multinational enterprises, the most
significant change was that the legislator aligned the rules for calculating
the tax on domestic and foreign payments by allowing the EUR 40 cap per
transaction to apply to cross-border transfers as well (subject to meeting
conditions).

For companies with foreign bank accounts, the administration
associated with the new FTT will be more complex. However, the risk of
incurring multiple costs compared to transactions in Slovak accounts
should no longer exist.

32 TAXAND
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SLOVENIA

Mandatory VAT records

In accordance with the amended VAT legislation, all taxable persons,
identified for VAT purposes in Slovenia, will have to keep so-called VAT
records (records of VAT charged and deducted) from July 1, 2025, on. This
also applies to foreigners who are based outside Slovenia but are identified
in Slovenia for VAT purposes.

The content, structure and form of the records are precisely prescribed.

The records will have to be submitted to the FA for each tax period, no
later until the deadline for submitting the VAT return. The first time the
records will have to be kept and submitted is for the tax period 7/2025
(submission in August 2025) or for 7-9/2025 (submission in October
2025), if the taxable person's tax period is a calendar quarter.

Your Taxand Partner in Slovenia: Anja Novak Pungraci¢ - E: Anja.Novak-Pungracic@leitnerleitner.com - T: +386 1 563 67 50

Possibility to form VAT groups from January 1, 2026, on

Two or more taxable persons established in Slovenia, who are financially,
economically, and organizationally connected, will be able to act as a
single taxable person in a form of a VAT group.

Transactions between group members will not be subject to VAT.

The group will have only one tax humber and one VAT ID number (the tax
and VAT ID numbers of individual members will cease to be valid upon
joining the group).

The group will submit one joint VAT return and designate a group
representative who will communicate with the Financial Administration.
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SOUTH AFRICA

New definition of “electronic services” for South African value-
added tax (“"VAT") purposes

Effective 1 April 2025, the new definition of “electronic services” for South
African VAT purposes entered into effect. The new regulations, amongst
other things, (i) now expressly relieve a foreign supplier of the obligation
to register for VAT in South Africa if they supply electronic services solely
to vendors registered for VAT in South Africa; and (ii) clarify that the
exclusion to register for VAT in South Africa in respect of intragroup
supplies is limited to internally developed systems which are not supplied
to any third parties. This amendment is relevant for any suppliers of
services to South African residents by means of the internet or any other
electronic communication.

Your Taxand Partner in South Africa : Charles de Wet E: edewet@ensafrica.com T: +27 82 452 8737

—Mé.

South African Revenue Service ("SARS") proposes to tax legal
opinions shared via email as electronic services

SARS has updated their non-binding Frequent Asked Questions (FAQs) in
respect of the South African electronic services regime, and has for the
first time indicated the view that electronic services subject to VAT in
South Africa will in include (amongst other things) a legal opinion or
architect’s plan prepared in an export country and sent by email to a
South African resident recipient. It is likely that SARS will seek to enforce
this view and may accordingly launch VAT audits of non-resident
professional service firms that have supplied advisory services to South
African residents. Prior to 1 April 2025, electronic services supplied solely
to registered vendors in South Africa were subject to South African VAT.
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SOUTH AFRICA

#SABudget2025: Tax Bill introduced: VAT increase and additional
zero-ratings history

The Rates and Monetary Amounts and Amendment of Revenue Laws Bill,
2025, was introduced in the National Assembly by the Minister of Finance
on Thursday evening, 24 April 2025. The prior iteration of the Bill,
proposing to codify the 0.5% VAT increase announced by the Minister to
come into effect from 1 May 2025 in the 2025 Budget Speech, was never
introduced in the National Assembly, and therefore is effectively replaced
by the new Bill.

The new Bill proposes that with effect from 1 May 2025, “despite section
7(4) of the Value-Added Tax Act, 1991”, and despite “the announcement
by the Minister of Finance on 12 March 2025 in the national annual
budget”, the alteration of the standard VAT rate to 15.5% “does not come
into effect”.

The Bill accordingly indicates the intention to effectively withdraw the VAT
rate increase such that the VAT rate should remain 15%.

The effect of the introduction of the Bill in the National Assembly is that
the adoption of legislation to withdraw the VAT rate increase announced by
the Minister earlier this year is on the Parliamentary agenda.

Your Taxand Partner in South Africa : Charles de Wet E: edewet@ensafrica.com T: +27 82 452 8737

—Mé.

While it is unlikely that the Bill will be promulgated and have the force of
law on 1 May 2025 (i.e. by the date that the VAT rate increase was
announced by the Minister to take effect), the Bill will presumably be
enacted with retrospective effect.

Notably, the Bill is silent on expanding the list of zero-rated basic food
items, and it is reasonably inferred that this amendment is no longer on
the cards in the current legislative cycle.

Vendors can therefore cease any VAT rate system projects that may have
commenced and consider whether any changes are required to be rolled
back.

Other than VAT: The Bill maintains the amendments proposed in the 2025
Budget Speech in the form of adjustments to the transfer duty tables, the
excise rates and limited provisions in the Income Tax Act and Employment
Tax Incentive Act.

Please get in touch with ENS’ tax team for advice regarding these
developments.
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Taxand

Switzerland’s distinctive approach to tariffs — they were abolished
over one year ago

Switzerland is taking a different approach to tariffs than the United States:
Effective January 1, 2024, it has abolished tariffs on the importation of
industrial goods (chapters 25-97 of the customs tariff), except for certain
products in chapters 35 and 38, which are classified as agricultural goods.

As a result, weight-based import duties (rather than value-based duties
like in the rest of the world) no longer apply to most goods, aiming to
reduce production costs, lower prices, bolster the Swiss economy, enhance
competition and increase welfare. Nonetheless, correctly declaring goods
with preferential origin remains crucial to maintain that status throughout
the supply chain, particularly if the goods will not be finally consumed in
Switzerland.

Your Taxand Partner in Switzerland: Urs Kipfer E: urs.kipfer@taxpartner.ch, T: +41 44 215 77 17
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UNITED KINGDOM

Consultation on electronic invoicing

The UK government is consulting on standardising electronic invoicing ("e-
invoicing") and how to increase its adoption across UK businesses and
government departments. Currently in the UK, e-invoicing is generally
voluntary with no required format.

The government expects e-invoicing to provide several benefits. As well as
increased efficiency for businesses in the invoicing process, these benefits
include facilitating improved tax compliance. The consultation explores
various e-invoicing models, including those that could require real or near
real-time reporting to the UK tax authority (HMRC), something which the
government considers allows tax authorities to better estimate VAT
income, detect discrepancies and fraud, and support businesses' tax
compliance. The consultation runs to 7 May 2025.

UK Carbon Border Adjustment Mechanism confirmed

At Autumn Budget 2024, the UK government reconfirmed its intention to
implement a UK Carbon Border Adjustment Mechanism (CBAM), and that it
will enter into force from 1 January 2027.

The UK CBAM will apply to imports of goods in the following five sectors:
aluminium; cement; fertiliser; hydrogen; and iron & steel. Importantly,
although the sectoral scope of the UK CBAM will be kept under review
beyond 2027, products from the glass and ceramics sectors (originally
expected to be included) will no longer be included in the initial phase.
Electricity (covered by the EU CBAM) is not within scope of the UK CBAM.
The UK CABM will give taxpayers the option of calculating liability by
reference to either the actual emissions embodied in their goods or default
emissions values.

Your Taxand Partner in UK: Russell Warren, E: russell.warren@traverssmith.com ,T: 4442072953227
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SMITH

Climate Change Levy review announced

The UK government has begun a review of the UK’s Climate Change Levy
(CCL). The levy (which, broadly, applies to the supply to businesses of
certain commodities used for fuel) was introduced in 2001 and the review
aims at aligning it with the UK's evolving energy needs, clean power
generation ambitions, and the government's net zero targets. To inform
future policy, the consultation seeks inputs from businesses impacted by
the CCL (either because they produce taxable commodities or because
they are part of affected supply chains) on, among other things, barriers
to developments in energy production, and any way that the CCL might
incentivise greater energy efficiency.

As part of the consultation, the UK government is also seeking views on
how to implement its commitment to remove CCL costs from electricity
used in electrolysis to produce hydrogen.

The consultation runs to 7 May 2025.
Uncertainty as to continuing relevance of EU VAT law

Although, post-Brexit, the UK has freedom to make VAT rules that depart
from EU VAT law, questions remain about how to interpret the (many)
aspects of the UK VAT code that derive from the Principal VAT Directive.
This is an evolving area, with the UK courts only recently starting to hear
and rule on cases where the point arises.
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USA (1/2)

The Digital Frontier: Navigating the U.S. Indirect Taxation of
Digital Goods and Services

While 31 states currently tax software and other digital goods, many other
states are expanding their sales tax base to include additional digital goods
and services (e.g., software-as-a-service); however, states are not all
taxing identically, and there is a variance in how digital goods and services
are defined and taxed.

Before a sales tax can even be imposed, though, sufficient connections
and activity must be present between the taxpayer and the jurisdiction.
Generally, most states require an entity to remit sales tax when a
company has (i) physical presence (i.e., property, payroll, or travel) in a
state or (ii) revenue and/or transactions sourced to a state exceeds certain
thresholds (i.e., economic nexus). While some states differ, the majority of
states have a $100k revenue threshold that, once exceeded, requires a
company to register and begin collecting and remitting sales tax.

Non-US entities will often (incorrectly) assume that because they sell
digital goods/services via ecommerce and because they do not have
physical presence (i.e., people or property) in the US, they are not subject
to sales tax. However, to the degree economic nexus thresholds are
exceeded in a particular state, non-US entities may be required to register
and file for US sales tax purposes.

Your Taxand Partner in USA: Toni Lewis, E: toni.lewis@leoberwick.com, T: +1 (408) 858 5874
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Many states are facing budget challenges for 2025-2026 and are looking
for new ways to collect revenue to help ease those deficiencies. Several
states are enacting laws that would allow for a new “digital tax” to be
collected on several areas of the digital economy that have not been
exposed to taxation previously, including digital advertising. The definition
of internet access and digital goods remains both vague and broad in
many states, allowing for administrative guidance to impose such digital
taxes.

However, states pursuing the taxation of digital advertising are already
facing challenges with federal law. Maryland, the first state to enact a
digital advertising tax, has been in litigation since 2021 due to the
perceived violation of the federal Internet Tax Freedom Act that prohibits
discriminatory taxation on e-commerce. Litigation over the taxation of
digital goods is likely to continue due to the ambiguities under the federal
Internet Tax Freedom Act. Recently, the Multistate Tax Commission has
formally begun developing definitions of digital products and services to
help streamline the ambiguity many states are facing with the growing
digital frontier as of April 2025.

One recent digital ad tax proposition includes Rhode Island, where
Governor Dan McKee has included a digital ad tax in his proposed 2026
budget that would tax companies earning more than one billion USD in
revenue at a rate of 10%. Unlike most gross receipt taxes, the proposed
tax would target taxation of business inputs, i.e., digital advertising, and
not consumer purchases and would include annual gross revenues from
banner advertising, search engine advertising, interstitial advertising, and
other comparable advertising services. Other states that have recently
introduced digital ad taxes include New York, Tennessee, Montana, and
Hawaii.
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USA (2/2)

The Digital Frontier (continued)

States that expand their sales tax base to include more digital goods and
services are likely to face less friction than states attempting to impose
digital advertising taxes, and a few states have successfully enacted this
expanded tax base, including Louisiana.

While sales tax is directly passed on to the consumer, many fear that a
digital ad tax that tries to tax business inputs would, in turn, raise the
prices of digital goods for consumers.

Takeaway: States are increasingly expanding their sales tax base to
include more digital platforms through legislation and administrative
guidance. Given that most states consider $100k in revenue generated
within the state to be the economic nexus threshold for sales tax
purposes, non-US entities selling into the United States need to be aware

of the expanding digital goods and services tax base to ensure compliance.

Note that there is no statute of limitations for a company that has never
filed sales tax returns in a state and as such, in an audit, states have the
ability to examine periods that extend to the date on which the company
began doing business in a state.

Your Taxand Partner in USA: Toni Lewis, E: toni.lewis@leoberwick.com, T: +1 (408) 858 5874
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US Indirect Tax Impact from Tariffs

Given the increase in United States tariffs impacting many globally, it is
important to note that in many states, the cost of tariffs may be included
in the tax base subject to sales tax. Additionally, many state and local
jurisdictions do include the cost of tariffs in the property tax base that is
subject to annual property taxation. Note that any property imported into
the United States for purposes of resale should not be subject to sales tax
but could be subject to gross receipts-based taxes in a select number of
state and local jurisdictions. We recommend considering the impact of
tariffs for indirect tax purposes prior to importing/exporting goods into the
United States.
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Taxand is a global organisation comprising top tier local independent tax advisory
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