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INTRODUCTION   

Welcome back to Taxand's Indirect Tax Insight 
Newsletter, your quarterly round-up of what's changing in 
VAT and indirect tax around the world.

In this Q2 edition of 2026, we hear from 21 jurisdictions 
from around the globe on the latest VAT reforms, e-
invoicing developments and other key indirect tax updates. 
Tax frameworks are shifting fast, and staying informed 
across multiple markets is more important than ever.

If any of the topics covered raise questions for your 
business, our local Taxand experts are on hand to assist you.

We are also pleased to share some news from our global 
indirect tax group. As Toni Lewis retires, Jan Skidds from the 
U.S. will step into the role. We also welcome Harsh Shah 
from India to our team which now covers all regions 
(Americas, EMEA, Asia/Pacific).

We plan to continue improving the newsletter in the coming 
months and welcome any feedback from our readers.

Enjoy reading!

Andreas, Jan and Harsh

Andreas and Toni

Dr. Andreas Erdbrügger
Partner
Flick Gocke Schaumburg
Taxand Germany
E: andreas.erdbruegger@fgs.de

Jan Skidds
Partner
Leo Berwick
Taxand USA
E: jan.skidds@leoberwick.com

Harsh Shah
Partner
Economic Laws Practice
Taxand India
E:HarshShah@elp-in.com
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AUSTRIA

CASE LAW

Allocation of the transport in chain transactions

The simplification rule for triangular transactions acc to Article 25(4) of the 
Austrian VAT Act/Art 141 VAT Directive does not apply if in an A-B-C chain 
transaction the customer C collects the goods from supplier A (Incoterm 
EXW). In this case, the first supply (A to B) qualifies as supply without 
transport, while the second supply (B to C) qualifies with transport, thus 
the conditions for triangulation are not met.

Option to Tax in Real Estate Leasing – VAT Abuse and the Right to 
Input VAT Deduction

The deliberate interposition of a leasing company without economic 
independence between a developer of a building and a bank as lessee to 
obtain input VAT deduction for constructions cost constitutes an abusive 
practice under Section 22 of the Austrian Fiscal Code. 

No VAT Exemption in Cases of Knowingly Under-Invoiced Export 
Supplies

VAT exemption for exports acc to Art 7 Austrian VAT Act/Art 146 VAT 
Directive is denied if undervalued documentation is used for customs 
export declaration to reduce import VAT and the supplier knew or should 
have known of related VAT fraud by importer. 

CHANGES OF THE VAT ACT

Introduction of a reduced tax rate for selected food

As of 1 July 2026, a reduced VAT rate of 4.9% will apply to a range of 
selected food products. These include milk and dairy products, eggs, 
certain fruits and vegetables, cereals, flour, pasta, bread, and salt, in 
accordance with customs tariff classifications.

Introduction of a “parcel tax”

Austria plans to introduce a new “parcel tax” on B2C distance sales to 
address the impact of growing e-commerce and finance the reduced tax 
rate for selected food items. The tax will generally be EUR 2 per parcel (or 
per order) and applies to distance sales with place of supply in Austria, 
regardless of the origin and targets large (established and non-
established) distance sellers with annual domestic turnover exceeding EUR 
100 million.

Your Taxand Partner in Austria: Hannes Gurtner, E: hannes.gurtner@leitnerleitner.com; T: +43 732 70 93-2329

mailto:hannes.gurtner@leitnerleitner.com
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BELGIUM

Your Taxand Partners in Belgium: Marie Lamensch , E: m.lamensch@arteo.law; Stéphane Wilmet, E: s.wilmet@arteo.law

In Kosmiro (23 October 2025, C-232/24), the CJEU held that invoice 
and trade factoring constitute a single and indivisible debt-recovery 
service, irrespective of any financing element. As the collection of 
receivables is decisive, all fees are taxable. The Court rejected any 
split between financing and collection and confirmed a strict 
interpretation of VAT exemptions.

Impact on Belgian practice: Belgian practice has traditionally allowed 
a split between exempt financing and taxable services in invoice 
factoring where funds are made available upfront to the client. 
Following Kosmiro, this approach is no longer sustainable: where the 
provider performs receivables recovery functions, the entire 
remuneration must be subject to VAT.

In Veronsaajien (17 June 2026, T-184/25), the General Court held 
that loan servicing performed after the transfer of loans is not 
VAT-exempt. Once the loans are assigned, the original lender 
supplies services to a third party and acts no longer as the grantor; 
those services are therefore taxable.

Impact on Belgian practice: This challenges current Belgian 
administrative practice treating post-transfer servicing as exempt 
credit management. Such services should, in principle, be subject 
to VAT when supplied to the assignee, potentially increasing VAT 
costs where deduction rights are limited.

Two recent decisions of the CJEU/TUE challenge Belgian VAT administrative practice

Financial institutions active in Belgium should review their VAT treatment of factoring and loan-servicing activities and 
ensure alignment with this evolving case law. We remain at your disposal to assist in assessing the impact on your 
structures and adapting your VAT positions accordingly.

mailto:m.lamensch@arteo.law
mailto:s.wilmet@arteo.law
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BRAZIL

VAT/ Tax Reform - IBS and CBS regulations are issued

The regulation of Brazil’s consumption tax reform has advanced with the 
publication of the key secondary regulations detailing the operational 
framework of the new consumption taxes: Tax on Goods and Services (IBS) 
and the Contribution on Goods and Services (CBS).

Decree No. 12,955/2026 regulates CBS, covering taxable events, tax base, 
and compliance aspects, while CGIBS Resolution No. 6/2026 establishes the 
core IBS rules. 

A Joint Ordinance (“Portaria Conjunta MF/CGIBS nº 7/2026”) recognizes 
common provisions across both regimes, reinforcing alignment between 
federal and subnational taxation. During the 2026 test period, no financial 
burden applies, but accurate reporting is required, with penalties for non-
compliance expected from August 1, 2026.

In any event, some rules are still not entirely clear, which will require 
further regulations. Perhaps the most complex of these is the requirement 
that foreign suppliers and digital platforms located abroad must register in 
the VAT tax system as responsible for the payment for the payment of the 
VAT for sales to Brazilian consumers.

Your Taxand Partners in Brazil: Douglas Mota, E: dmota@demarest.com.br, T: +55 (11) 3356-1888 and Thiago Amaral, E: 

tamaral@demarest.com.br, T: +55 (11) 3356-1571

mailto:dmota@demarest.com.br
mailto:tamaral@demarest.com.br
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CROATIA

Legal Framework for “Floating VAT” on Energy Products

The Croatian Value Added Tax Act was published in the Official Gazette No. 

48/2026, introducing the legal framework for the announced so-called 

“floating VAT”.

Based on these amendments, the Government of the Republic of Croatia 

may, for the purpose of market stability, for a limited period of time, in 

special circumstances, and in particular in the event of disruptions in the 

energy market, for the protection of consumers, market regulation, or 

other justified reasons, amend by regulation the VAT rate applicable to 

energy products subject to excise duties, whereby the lowest possible VAT 

rate that the Government may prescribe is 15%.

Your Taxand Partner in Croatia: Pavo Djedović; E Pavo.Djedovic@leitnerleitner.com; T: +385 1 606 44-10

mailto:Pavo.Djedovic@leitnerleitner.com
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CZECH REPUBLIC

Proposal for EET 2.0 

A legislative proposal currently under discussion would reintroduce 
electronic sales reporting through a modernized EET 2.0 system from 1 
January 2027. 

The new system would automatically record contact payments, including 
cash payments, bank transfers and transactions involving virtual assets. 
Reporting would be fully online, without mandatory receipt printing, and 
the scope of reported data would be reduced, particularly by removing 
information on VAT rates. Small businesses would have access to free 
software provided by the state.

GFD Information on the Timing of Exercising the Right to Deduct 
VAT

The General Financial Directorate (GFD) issued guidance in response to 
recent case law of the Court of Justice of the European Union concerning 
the period in which a taxable person may exercise the right to deduct 
input VAT.

The GFD confirmed that where an invoice is received only after the end of 
the taxable period in which the taxable supply occurred, the right to 
deduct VAT may be exercised no earlier than in the period in which the 
taxable person possesses the invoice. Accordingly, the current Czech 
administrative practice remains unchanged.

Your Taxand Partners in Czech Republic: Martin Valášek E: martin.valasek@leitnerleitner.com, Kristián Pospíšil E: kristian.pospisil@leitnerleitner.com , 

Kateřina Hlavatá E: katerina.hlavata@leitnerleitner.com

Amendment to the VAT Act 

The proposal introduces several amendments to the CZ VAT Act as from 1 
January 2027: 

• Non-alcoholic beverages supplied in restaurants and similar catering 
establishments would become subject to the reduced 12% VAT rate.

• The rules for VAT relief on irrecoverable receivables would be 
simplified, allowing creditors to claim VAT refunds after receivables are 
more than three months overdue instead of the current six-month 
period

• The existing limitation on input VAT deduction for selected passenger 
cars would be abolished from 2027.

mailto:martin.valasek@leitnerleitner.com
mailto:martin.valasek@leitnerleitner.com
mailto:kristian.pospisil@leitnerleitner.com
mailto:kristian.pospisil@leitnerleitner.com
mailto:kristian.pospisil@leitnerleitner.com
mailto:kristian.pospisil@leitnerleitner.com
mailto:katerina.hlavata@leitnerleitner.com
mailto:katerina.hlavata@leitnerleitner.com
mailto:katerina.hlavata@leitnerleitner.com
mailto:katerina.hlavata@leitnerleitner.com
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FINLAND

Proposal to introduce a voluntary VAT on transfer of real estates

Under the proposal, the transferability of VAT adjustment liability of real 
estate investments would be repealed and the transfer of real estate 
during the 10-year monitoring period of VAT deductions related to real 
estate investments would trigger a one-off adjustment liability. The 
proposal would introduce rules allowing eligible transfers of real estate to 
be voluntarily treated as VAT-taxable. The VAT treatment of the transfer 
would determine whether the use of real estate is treated as VAT taxable 
or non-taxable for the remainder of the adjustment period. The reverse 
charge mechanism would apply to VAT-taxable transfers of real estate. 
The draft proposal is open for consultation from 10 June to 14 August 
2026 and the amendments are intended to enter into force on 1 January 
2028.

Your Taxand Partner in Finland: Henna Jovio, E: henna.jovio@borenius.com, T: +358 20 713 3465

Supreme Administrative Court on acquisitions of forest properties 
by jointly owned forests

The SAC has held in a new decision, SAC:2026:18, that acquisitions of 
forest properties by jointly owned forests (‘JOF’), whereby the seller 
becomes a partner of JOF, are analogous to when a partnership admits a 
new partner in return for a capital contribution, and as such do not 
constitute provision of a service to the partner in return for consideration. 
However, to the extent that the JOF’s activities are subject to VAT and the 
new properties fall within the scope of those activities, the costs arising 
from the acquisition of the properties are general expenses and as such 
VAT deductible to the JOF in accordance with the share of its VAT taxable 
activities.

#
2
1
5
5
6
4
6
1
v
2

mailto:henna.jovio@borenius.com
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FRANCE (1/2)

VAT recodification into the French Tax Code on Taxes on Goods and 
Services (CIBS): entry into Force postponed to January 1st, 2027

The VAT provisions currently included in the French Tax Code (CGI) are 
expected to be transferred into the French Tax Code on Goods and 
Services (CIBS). This recodification was initially scheduled to enter into 
force on September 1st, 2026.

Following a public consultation, the French tax authorities announced that 
a corrective ordinance is expected to be published before autumn 2026. 
This ordinance should postpone the entry into force of the VAT 
recodification to January 1st, 2027.

Certain discrepancies identified during the consultation should be 
corrected. 

This postponement provides businesses with additional time to review the 
impact of the recodification and to focus on the implementation of the 
French e-invoicing and e-reporting reform scheduled to start on 
September 1st 2026. However, the forthcoming ordinance may also 
introduce new operational and compliance considerations that should be 
carefully monitored.

Your Taxand Partners in France: Anne-Laure Benoist, E: anne-laure.benoist@arsene-taxand.com, T : +33 1 78 42 69 58

, 

E-invoicing reform : unofficial grace period without postponement of 
the calendar

The French e-invoicing and e-reporting reform will enter into force as from 
September 1st, 2026. However, the French tax authorities recently indicated 
that the implementation should be pragmatic.

In particular:

- there should be no automatic penalties for businesses acting in good faith 
and making genuine efforts to comply with the reform;

- a tolerance period could apply until January 1st, 2027, and potentially 
beyond, for such businesses;

- this tolerance period would not imply a postponement of the official 
calendar.

The pilot phase also remains limited at this stage: out of 127 registered 
accredited platforms, only 66 are active, 46 are participating in the pilot phase 
and only 17 are currently carrying out effective exchanges of electronic 
invoices.

 

 

mailto:anne-laure.benoist@arsene-taxand.com
mailto:anne-laure.benoist@arsene-taxand.com
mailto:anne-laure.benoist@arsene-taxand.com
mailto:anne-laure.benoist@arsene-taxand.com
mailto:anne-laure.benoist@arsene-taxand.com
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FRANCE (2/2)

Your Taxand Partners in France: Anne-Laure Benoist, E: anne-laure.benoist@arsene-taxand.com, T : +33 1 78 42 69 58

, 

French VAT refund claims : non-established business must use the correct 
procedure 

In a decision dated May 6th, 2026, the French Supreme Administrative Court held 
that Abo Energy GmbH & Co KG aA, a German company with no fixed 
establishment in France, should have used the specific VAT refund procedure 
applicable to EU non-established taxable persons (Directive 2008/9/EC), and not 
the ordinary domestic VAT credit refund procedure.

The Court confirmed that the company was not liable for VAT in France, as the 
services were subject to reverse charge by the French customer under Article 283, 
2 of the French Tax Code and the mere mention of French VAT on invoices did not 
make the company liable for VAT in France. 

Therefore, the company could not bypass the foreclosure deadline of September 
30th of the year following the refund period.

This decision highlights the need for foreign businesses to identify the correct 
French VAT refund procedure and monitor the applicable deadlines.

Reference: CE, 8th chamber, May 6th, 2026, n°509257, Abo Energy.

 

 

mailto:anne-laure.benoist@arsene-taxand.com
mailto:anne-laure.benoist@arsene-taxand.com
mailto:anne-laure.benoist@arsene-taxand.com
mailto:anne-laure.benoist@arsene-taxand.com
mailto:anne-laure.benoist@arsene-taxand.com
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GERMANY (1/2)

Non-gratuitous supplies/ withdrawals:

Amendment of the requirements for withdrawals “for non-business 
purposes” within the meaning of established case law (“three-sphere 
theory”).

In future, the VAT Act recognizes the sphere of non-economic activity (in 
the narrower sense) and regulates withdrawals for non-business purposes 
only with respect to the non-business (private) sphere.

Initial implementation for ViDA Directive (1 January 2027)

The supply chain fiction will be expanded from purely B2C cases to so-
called threshold purchasers within the meaning of Art. 3 (1)(b), (2) of the 
VAT Directive. The fiction will in particular also apply to supplies of goods 
made via electronic interfaces (marketplaces, platforms, etc.)

According to the draft bill, the supply threshold with regard to supplies 
made covers only goods that are supplied from the EU-State of 
establishment to other EU-States (cf. Article 59c (1)(b) of the VAT 
Directive as amended by ViDA).

A waiver of the supply threshold is deemed to have been made if the 
entrepreneur is registered for the OSS-EU-scheme. In addition, an explicit 
declaration opting out of the threshold remains possible.

Your Taxand Partner in Germany: Dr. Barbara Fleckenstein-Weiland, E: barbara.fleckenstein-weiland@fgs.de, T: +49 69 717030

Draft of the Annual Tax Act 2026

The Federal Ministry of Finance published a draft bill (as of May 18, 2026), 
introducing various adjustments. In different areas of German tax law, a 
need for legislative action has emerged (in particular due to EU law 
requirements and case law, the regulation of procedural and jurisdictional 
issues, and the correction of errors). 

VAT Group

The Annual Tax Act introduces a fundamental reform of VAT groups. 

A new Section 2c of the German VAT Act will replace the current regulation 
and will introduce an “opt-in” model, according to which the effects of a 
VAT group will arise only prospectively upon declaration. An “opt-out” 
mechanism will not to be introduced, even though cases of incorrectly 
assumed VAT grouping have significantly more far-reaching consequences 
in practice. 

The proposed version, inter alia, provides for a new liability provision for 
the controlling entity and the subsidiary. 

In addition, the new regulation incorporates into statutory law certain 
principles that have already been developed by the tax authorities, the ECJ 
and the Federal Fiscal Court—such as the limitation of effects to the 
domestic territory and the inclusion of partnerships.

The draft law provides that the currently applicable legal situation will 
remain applicable until 31 December 2028. Accordingly, the new 
regulation is to apply mandatorily from 1 January 2029. 
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GERMANY (2/2)

The call-off stock arrangement 

The call-off stock arrangement will be phased out gradually (end date:     
1 July 2029). The storage of goods is to be limited to movements of goods 
taking place before 1 July 2028 (cf. Article 17a(2)(a) of the VAT Directive 
as amended by ViDA).

The amendment is intended to ensure that the twelve-month periods for 
the further VAT treatment of the goods (intra-Community supply, intra-
Community transfer, etc.) end no later than 30 June 2029.

Your Taxand Partner in Germany: Dr. Barbara Fleckenstein-Weiland, E: barbara.fleckenstein-weiland@fgs.de, T: +49 69 717030

One-Stop Shop (OSS) 

Exclusion of cash-basis taxation (“cash accounting”, Art. 66 (1)(b) of the 
VAT Directive) in OSS cases. Instead, special taxation procedures of the 
German VAT Act apply (From: 1 January 2027).

The EU OSS scheme is to be extended, in line with ViDA, to include B2C 
supplies of gas, electricity, heating, and cooling (Art. 14 (4) No. 1 of the 
VAT Directive). This means that suppliers will no longer need to register 
for VAT purposes in multiple EU-States for these transactions.

For a transitional period (1 January 2027 - 31 June 2028) this shall be 
achieved through the deeming of such supplies (ct. Art. 366 (aa) of the 
VAT Directive as amended by ViDA). In a subsequent legislative procedure, 
these supplies are to be included directly within the scope of application of 
the OSS scheme in accordance with ViDA.
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HUNGARY

5% VAT clarified for storage rooms and parking spaces

From 1 January 2016 the VAT rate on newly built residential properties is 

5% in certain specified cases; however, the treatment of the ancillary 

premises was not regulated by law. Now, a Guidance of the Hungarian Tax 

Authority was introduced confirming that storage units and in certain 

cases parking spaces sold together with new residential properties may 

benefit from the 5% VAT rate, resolving longstanding uncertainty.

If you have recently been involved in a real estate transaction, it is worth 

reviewing the property in question as in some cases a tax obligation may 

arise.

We would be pleased to assist in determining the proper classification and 

clarifying any related questions.

eVAT system progressing

The HTA has released the technical specification for the machine-to-

machine (M2M) interface of the eVAT system (version 2.0) and published 

the first XSD schemas for documents to be submitted via M2M. This 

signals a planned go-live from 1 January 2027, with the current ÁNYK-

based filing (ÁNYK - Hungary’s form-based tax filing software) to be 

gradually phased out.

If you have not yet prepared for the transition, please feel free to contact 

us and we will help you review the requirements, support you in achieving 

compliance, and even provide alternative solutions.

Your Taxand Partner in Hungary:  Judit Jancsa-Pék, E: Judit.Jancsa-Pek@leitnerleitner.com, T:+36 1 279 29-30

Customs duty of €3 on small parcels as of 1 July 2026

Effective July 1, 2026, the European Union abolished the duty-free exemption 

for low-value consignments. A temporary fixed customs duty of €3 applies to 

items valued at €150 or less entering from outside the EU. The duty is 

charged per unique tariff classification (item line), not per package. 

Therefore, European Commission’s published the European Commission’s 

implementing regulation and the Guidelines on the application of the duty of 

€3 per item line. The document supports interpret the scope of the new 

regulation, the concept of distance selling, the application of customs 

declarations, and expectations related to the new products identifiers.

The specialized VAT team of LeitnerLeitner already participated in 

consultations and we are representing Clients in front of the Hungarian Tax 

and Customs Authorities to prepare for this significant change of the Customs 

Legislation.

If you are engaged in distance selling or deliver low-value consignments B2C 

into Hungary or wider CEE / EU locations, we would be happy to assist in 

reviewing the related Hungarian regulations and restructuring the transaction 

flows (B2B, bulk import, changing of IoR).

Planned VAT cuts on „healthy foods”, firewood and medicine

The Hungarian new government (election hold on 12 April, 2026) is 

considering reducing VAT from 27% to 5% on „healthy foods” and firewood, 

moreover, introducing VAT exemption for prescription medicines. We are at 

your assistance in planning and preparation.
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INDIA 

GST is not leviable on assignment of leasehold rights of a plot

Sale of land is not amenable to GST. Whether assignment of leasehold rights in a 
plot of land qualifies as a sale of land or not is subject to varied interpretations and 
consequently prone to disputes. Recently, High Courts, namely Gujarat High Court 
and Bombay High Court have held that transaction of assignment is nothing but 
absolute transfer of right and interest arising out of the land which would amount to 
transfer/sale of immovable property. It was effectively held that it was transfer of 
benefits arising out of “immovable property” by the lessee-assignor in favour of third 
party-assignee who would become lessee. While several such decisions of the High 
Courts are pending before the Apex Court, recently vide Order dated 22.05.2026, 
Hon'ble Apex Court of India dismissed Special Leave Petition (SLP) filed by the 
Revenue Department against a Bombay High Court decision. Taxpayers who have 
borne the tax on this account can now explore claiming a GST refund of tax suffered 
by them on such transactions.

Your Taxand Partner in India: Harsh Shah: HarshShah@elp-in.com, +91 98204 62123

mailto:HarshShah@elp-in.com
mailto:HarshShah@elp-in.com
mailto:HarshShah@elp-in.com
mailto:HarshShah@elp-in.com
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MEXICO

Your Taxand Partner in Mexico: Luis Antonio Monroy González: lmonroy@macf.com.mx, T: +52 55 5201 7466

VAT Crediting by Insurance Companies

Until recently, insurance companies in Mexico applied a credit for the 
VAT incurred on goods and services acquired to fulfill their 
indemnification obligations—whether through compensation of damages 
or through the replacement of the damaged asset through third 
parties—against their own tax liability (i.e., their own payable VAT).

This practice was considered controversial, as the Mexican VAT Law 
provides that such tax is creditable only when the goods or services are 
used in connection with VAT-taxable activities. 

To resolve this issue, Article 25, fraction XIV of the Federal Revenue Law 
for 2026 (Ley de Ingresos de la Federación para 2026), published in the 
Official Gazette on November 7, 2025, included a provision expressly 
prohibiting the VAT credit that corresponds to goods or services used to 
satisfy obligations under an insurance contract whose indemnification 
consists of compensating damages or replacing the damaged asset 
through third parties, in accordance with the Insurance Contract Law 
(Ley sobre el Contrato de Seguro). Although the law took effect on 
January 1, 2026, the prohibition also applies retroactively to VAT 
credited during the 2025 fiscal year. 

To mitigate the impact, the Twenty-Eighth Transitional Article (Artículo 
Vigésimo Octavo Transitorio) of the same law established two sets of 
relief measures: 

Transitional crediting for pre-2025 periods. Authorized insurance 
institutions may continue to treat as creditable the VAT transferred on 
the acquisition of goods or services received through December 31, 
2024, when used to fulfill insurance contracts in the manner described 
above, provided they regularize their tax position with respect to VAT 
credited from January 1, 2025 onward by making the corresponding 
payment. 

Tax incentives for regularization. For insurers that correct their 2025 
VAT position, the law grants a tax incentive equivalent to 100% of the 
surcharges (recargos) owed on that 
VAT, with the ability to pay the underlying liability in up to 12 
installments, provided the last installment is covered by December 15, 
2026. Separately, for insurers currently under audit without a final 
assessment or holding assessed VAT credits that are being challenged, 
the law grants a tax incentive equivalent to the VAT previously credited, 
provided they withdraw such challenges and regularize their tax 
position. 

Going forward, the inability to credit VAT on these acquisitions is 
expected to increase insurance companies' costs, which will likely result 
in higher premiums for policyholders. 
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NORWAY

New Norwegian VAT Rules for Cross-Border Services in Multi-
Location Entities Enter into Force on 1 July 2026

The Norwegian Parliament has adopted amendments to the Norwegian 
VAT Act, introducing comprehensive changes to the VAT rules governing 
cross-border trade in and use of remotely deliverable services in Multi-
Location Entities (MLEs). The changes take effect from 1 July 2026.

Background

MLEs often structure their procurement so that services are purchased by 
one establishment, for example, the head office in Sweden, whilst the 
services are for use by other branches within the same MLE, such as a 
Norwegian branch. Since the transfer of services between different 
geographical establishments within an MLE is not considered taxable 
revenue, no VAT will according to current rules apply on the services in 
Norway. In addition, the Norwegian authorities has identified that such 
services in many cases will be subject to VAT relief in the foreign part of 
the entity. The result is non-taxation, creating unequal treatment 
compared to wholly domestic businesses, which face a VAT burden when 
purchasing equivalent services for use in VAT-exempt activities.

The amendments is aiming to align Norwegian VAT law with the 
destination principle as articulated in the OECD VAT/GST Guidelines, which 
establishes that the right to tax lies with the jurisdiction where services 
are ultimately consumed. The rules are based on the OECD's Recharge 
Method from the 2017 VAT/GST Guidelines.

Impact concentrated in the financial sector

Because the new charging obligation does not apply where use of the 
service would give full right to input VAT deduction, the rules will have 
limited effect on MLEs carrying out fully VATable activities in Norway. In 
practice, the amendments will therefore primarily affect the financial 
services sector and other providers of VAT-exempt supplies.

Key changes

• VAT must be charged in Norway where a remotely deliverable service is 
purchased abroad and used in Norway by an MLE, even if the recipient 
entity is domiciled abroad.

• An exemption applies where use would give full input VAT deduction in 
Norway, or where the MLE can document that non-deductible and non-
refundable VAT has been charged abroad. 

• MLEs are on fulfilment of certain criteria entitled to deduct or obtain a 
refund of input VAT in Norway on remotely deliverable services used 
outside the Norwegian VAT area

Draft timing regulation

The main rule is that VAT must be calculated in Norway at the time the 
service is purchased abroad. A proposed new section in the VAT 
Regulations would allow MLEs to apply an alternative timing rule, reporting 
and calculating VAT on purchases abroad based on budgets on a running 
basis and deferring the obligation to make a final reconciliation until the 
end of the calendar year in which the service was acquired. This regulation 
had not been finally adopted at the time of writing.

Your Taxand Partner in Norway: Are Fagerhaug, E: a.fagerhaug@selmer.no; T: +47 982 67017

mailto:a.fagerhaug@selmer.no
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PERU (1/2)

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

SUNAT introduces new compliance framework for VAT on 

cross-border services, linking payments to underlying transactions

Peru’s tax authority has introduced a new compliance framework for VAT 

on the utilization of services provided by non-residents, aimed at 

improving traceability and alignment with electronic bookkeeping systems. 

Through Resolution No. 000047-2026, SUNAT requires taxpayers to 

submit an electronic informational return identifying the relevant 

transaction (or payment) before making the VAT payment via an online 

payment form, effectively linking the tax payment to the underlying 

service. The resolution also introduces a dedicated module within the 

SUNAT portal and restricts payment through traditional channels, while 

allowing the VAT paid or offset against exporters’ credits to be recognized 

as input VAT in the period of payment. These changes are intended to 

enhance the integrity of the electronic purchase ledger (RCE) and reduce 

manual adjustments by ensuring that VAT on cross-border services is 

properly matched to supporting documentation.

Peru updates shipping document rules to enhance traceability and 
align with electronic processes

Through Resolution No. 000108-2026, SUNAT updates the rules applicable 
to shipping documents, aiming to reduce operational frictions in ports 
while improving control and digital tracking of goods movements. The 
resolution narrows the obligation of customs brokers (agentes de aduana) 
to issue shipper transport documents (guías de remisión del remitente) to 
cases where they are effectively mandated and involved in the transfer, 
shifting responsibility back to importers/exporters in other cases. It also 
recognizes port-issued delivery appointment records as valid supporting 
documentation for the transport of foreign goods, allowing to replace part 
of the detailed shipment information that would otherwise need to be 
included in the shipper transport documents (without removing the 
obligation to issue it). In addition, new exceptions and data requirements 
(including the mandatory start date of transport) are introduced to 
strengthen traceability of goods movements. Shipping documents are key 
for tax compliance as their issuance —where required— is a condition for 
supporting VAT input credits.

mailto:hannes.gurtner@leitnerleitner.com
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Your Taxand Partner in Peru: Rafael Martinelli, E: rafael.martinelli@garrigues.com, T: +51 947 402 334

SUNAT issues interpretative report on VAT exemption for turnkey 

projects

Under Peru’s VAT regime, the import of goods used in turnkey construction 

contracts may be exempt from VAT to avoid double taxation, where the 

value of the goods is already embedded in the taxable consideration of 

services rendered by a non-resident contractor. However, through Report 

No. 000016-2026, SUNAT clarified that this exemption applies only where 

the non-resident contractor retains full responsibility for the project and 

the goods form part of a single, integrated service supplied to the client. 

Accordingly, the client cannot qualify as the importer of record and benefit 

from the exemption if it directly imports the goods supplied by the 

contractor, as this would break the “global responsibility” condition and 

eliminate the risk of double taxation that the rule seeks to address.

SUNAT issues interpretative report on VAT exemption for education 
services

Under Peru’s VAT regime, Peru’s VAT exemption for education services 
applies exclusively to institutions formally recognized within the national 
education system and operating under the Ministry of Education. In Report 
No. 000020-2026, SUNAT clarified that civil aviation training centers 
(Centros de Instrucción Aeronáutico Civiles – CIAC), despite being 
authorized and regulated by the aviation authority, do not qualify as 
educational institutions for VAT purposes. As such, their pilot training 
services are subject to VAT, since they fall outside the scope of the 
educational sector and are not included in the list of exempt services 
under Supreme Decree No. 046-97-EF, reinforcing a strict, sector-based 
interpretation of the exemption.

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

Housing package: tax incentives for the sale and rental of residential 
properties have been approved 

The Portuguese Government has presented a set of measures aimed at 
mitigating the impact of the significant increase in housing prices observed in 
Portugal in recent years. Through Law no. 9-A/2026, of 6 March, the Parliament 
granted the Government legislative authorization to approve several tax 
incentives for the construction, rehabilitation, sale and rental of residential 
properties.

In the use of the aforementioned legislative authorization, Decree-Law no. 
97/2026, of 20 May, was approved, which includes tax relief measures to 
promote the supply of housing. The most relevant tax changes implemented by 
this law are highlighted below.

• Application of the reduced VAT rate

Item 2.42 was added to list I, annexed to the VAT Code, providing for the 
application of the reduced VAT rate (currently 6% in Portugal mainland and 4% 
in the autonomous regions) to construction or rehabilitation contracts for real 
estate intended for sale as the purchaser's own and permanent residence or 
exclusively for residential rental, provided that:

a)  The sale price does not exceed €660,982; or

b)  The monthly rent does not exceed €2,300.

These limits correspond to the concepts of “moderate sale price” and “moderate 
monthly rent” defined by reference, respectively, to the Real Estate Transfer tax 
(IMT) Code and the guaranteed minimum monthly remuneration and may 
therefore be updated in the future.

In addition, the following conditions must all be met:

a) In the case of sale:

i. The acquisition of the property must be subject to the IMT rates    
applicable to the acquisition for the purchaser's own and 
permanent residence.

ii. The sale of the property must be completed within a maximum 
period of 24 months after the issuance of the documentation 
relating to the property’s use.

iii. The application of the reduced VAT rate must be expressly 
stated in the public deed of sale.

b)  In the case of lease:

i. The lease must be exempt from VAT.

ii. The lease agreement must be duly communicated to the 
Portuguese Tax Authority (PTA).

iii. The first lease agreement must come into force within a 
maximum period of 24 months after the issuance of the 
documentation relating to the use of the property.

iv. During the first five years after the issuance of the 
documentation relating to the use of the property, the property 
must be subject to residential lease for a minimum period of 36 
months, consecutive or non-consecutive.

v. The property must not be sublet for an amount higher than the 
moderate monthly rent.

mailto:isabel.vieira.reis@garrigues.com
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This amendment to the VAT Code takes effect from July 1, 2026, and 
expires on December 31, 2032, and only applies to construction or 
rehabilitation works started between September 25, 2025, and December 
31, 2029, for which VAT became due as from January 1, 2026.

• Partial refund of VAT borne by private individuals on 
construction works

Partial refund of VAT borne by individuals, outside the scope of any 
professional or business activity, on the acquisition of construction services 
relating to properties intended for their own and permanent residence 
(i.e., where they have their tax residence) is foreseen, provided that VAT 
becomes chargeable by December 31, 2032 and the standard VAT rate has 
been applied. 

For this purpose, the property must be allocated, within six months from 
the issuance of the documentation relating to the beginning of use, to own 
and permanent residence, and must be maintained for a minimum period 
of 12 months, unless the exceptional circumstances defined in the 
Personal Income Tax (IRS) Code are verified.

This regime enters into force on July 1, 2026, and applies exclusively to 
situations in which the acquisition price of the land for construction or the 
respective taxable patrimonial value, if higher, plus construction costs 
(excluding VAT), does not exceed €660,982 (as defined by reference to 
the IMT Code as indicated above).

The amount to be refunded shall be the difference between the VAT borne 
at the standard rate and the VAT resulting from the application of the 
reduced rate to construction services.

• Reverse-charge mechanism in the construction sector

The application of the reverse charge mechanism is now also applicable to 
the acquisition of construction services related to residential properties by 
taxable persons who only carry out activities that do not grant the right to 
deduct input VAT when they are purchasers of construction or 
rehabilitation works provided for in item 2.42 of list I annexed to the VAT 
Code referred to above.

To this end, those VAT-exempt taxable persons, since they are not 
required to submit VAT returns on a regular basis, must submit, by 
electronic data transmission, the return corresponding to the taxable 
transactions carried out and pay the respective VAT, at the legally 
authorized collection points, by the end of the month following the month 
in which it became chargeable.

• Application of the increased IMT rate of 7.5% to non-residents

The increased IMT rate of 7.5% is now applicable to the acquisition, by 
non-residents, of urban buildings or autonomous fractions intended 
exclusively for housing, ruling out the application of the exemptions and 
reductions normally provided for in the IMT Code, except when the non-
resident has been considered tax resident in national territory under the 
terms of article 16 of the IRS Code. 

However, in cases where the non-resident acquirer:

• Becomes tax resident in the Portuguese territory within two years from 
the acquisition or 

• During the first five years after the acquisition, allocates the property 
to housing rental with moderate monthly rent, within six months 
following that date, keeping it rented for at least 36 months, 
consecutive or interpolated may request the PTA to refund the

mailto:isabel.vieira.reis@garrigues.com
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difference between the tax paid and the amount that would result from the 
application of the general rates provided for in the IMT Code, within six 
months from the date on which they become a resident or on which the 
lease agreement is signed, respectively.

The Volta system for the recycling of beverage packaging has come 
into force

The new Deposit and Refund System (SDR) applicable to beverage 
packaging, commonly known as "Volta", came into force in Portugal on 
April 10, 2026, with the aim of encouraging the return and recycling of 
packaging.

This system is based on the collection of a deposit of €0.10 per package, 
paid at the time of purchase and refunded to the consumer when it is 
returned, empty and in good condition, at an authorized collection point 
(such as supermarkets or stores). This amount is a refundable deposit, so 
it is not subject to VAT, and must be itemized on the invoice, with the 
respective legal basis for not applying VAT.

The SDR applies to non-reusable primary beverage packaging made of 
plastic, aluminum and ferrous metals, with a volume of up to 3 liters, 
covering categories such as water, soft drinks, juices and beer. Excluded 
are, among others, service packaging and beverages with a high dairy 
content.

Packagers are required to register with the system management entity 
(SDR Portugal) and to comply with several obligations, including (i) prior 
registration of packages, (ii) submission of monthly and annual 
declarations and (iii) payment of deposit amounts for each package and an 
annual financial instalment. 

After its approval by SDR Portugal, the packages must have a barcode and the 
“Volta” symbol on their label.
This new regime reinforces the responsibility of producers and promotes a more 
circular economy, through the recovery and return of used packaging.

mailto:isabel.vieira.reis@garrigues.com
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Your Taxand Partner in Romania: Angela Rosca, E: angela.rosca@taxhouse.ro, T: +40 21 316 06 45 / 46 / 47

Landmark High Court Decision on the indefinite carry-forward VAT amounts

Decision No. 6/2026 was issued in a recourse in the interest of the law (RIL), and 
the High Court has settled divergent case law, where there were inconsistent 
practices with respect to old negative VAT balance that could “expire”. The Decision 
brought much-needed clarity to the operation of the VAT system, a development 
that is expected to have significant implications for both taxpayers and the tax 
authorities.

In brief, the High Court clarified that the taxpayer's right to request the VAT refund 
and the mechanism for carrying forward VAT refundable amounts through the VAT 
return are two distinct concepts. 

Hence, the High Court established that a company’s right to carry forward a  
negative VAT balance from previous tax periods to subsequent periods through the 
VAT return is not subject to any prescription, as long as the taxpayer continues its 
activity. The right to carry forward ends when the company ceases economic 
activity and loses its VAT registration status.

According to the Court, the carry-forward mechanism does not give rise to a 
separate and individualized claim against the tax authorities, nor does it constitute 
an autonomous patrimonial right. Rather, it represents a technical mechanism for 
the adjustment and determination of the taxpayer's VAT position from one tax 
period to the next. As such, the carry-forward of a negative VAT balance should not 
be equated with a request for a VAT refund. 

.

mailto:angela.rosca@taxhouse.ro


23

SLOVAKIA

Update on E-Invoice

Slovak Financial Administration has confirmed that 2026 will serve as a 
preparatory phase for system adjustments, integration testing, and the 
selection of the so-called “digital postman“. Mandatory e-invoicing for 
domestic transactions is expected to be launched as of 1 January 2027 and 
no deadline postponements are expected.

The good news is that businesses will not have to wait until the official 
launch. Since the beginning of June 2026, entities have been able to 
voluntarily join the system and exchange electronic invoices in a 
structured XML format in a live environment. E-invoices issued in this 
period are already considered valid tax documents. However, entities that 
decide to join the voluntary phase will not be able to leave the system 
anymore.

The digital service provider (digital postman) should be selected with due 
care. We recommend verifying whether the selected provider holds the 
required PEPPOL certification and meets the accreditation requirements for 
the Slovak environment. Early technical assessment and system testing 
may be crucial for a smooth transition to the new regime without 
operational disruptions. 

Your Taxand Partners in Slovakia: Eva Kusá, E eva.kusa@bmb.sk, T: +421 2 2129 9000; Kristína Reguliová, E: kristina.reguliova@bmb.sk, 

T: +421 2 2129 9000 

Project Athena: Enhancing Tax Compliance 

The Slovak Financial Administration is currently developing 
Project Athena, an analytical initiative aimed at strengthening tax 
compliance and improving tax collection through the use of data 
from electronic invoices. 

Project Athena is expected to be implemented in several phases. 
The first phase focuses on the analysis of data obtained from 
electronic invoices, which will serve as the primary source for 
advanced analytical assessments. The main objective of the 
project is to prevent and reduce tax fraud while enabling more 
effective tax collection. Through the use of sophisticated 
analytics, the Financial Administration aims to reduce the tax 
gap, increase the efficiency and targeting of tax audits, facilitate 
the identification of non-compliant taxpayers and help eliminate 
errors in invoicing processes.

The analytical tools developed within Project Athena could be 
applied beyond VAT administration and may support compliance 
monitoring in relation to other taxes as well.

mailto:eva.kusa@bmb.sk
mailto:eva.kusa@bmb.sk
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VAT cuts on essential goods and energy products not yet final

On 11 May 2026, the National Assembly of the Republic of Slovenia 
adopted the Act on Intervention Measures for the Development of 
Slovenia. Among other objectives, the purpose of the Act is to reduce the 
tax burden in the areas of personal income tax, mandatory social security 
contributions, and VAT on essential goods. As this is a politically highly 
exposed Act and there is a possibility of a referendum, the application of 
the Act may be suspended. This would mean that the measures would 
not enter into force within the prescribed deadlines or could even be 
rejected. Consequently, we recommend monitoring the final 
enactment of the Act.

Application of lower VAT rates to mitigate rising prices and high living 
costs starting from July 2026:

• Instead of 9.5%, a reduced VAT rate of 5% is being introduced 
for 15 basic food products (white wheat flour, bread, pasta, beef, 
pork, chicken, milk, yogurt, semi-hard semi-fat cheeses, butter, eggs, 
fresh fruit and vegetables, sunflower oil, white sugar), gluten-free 
foods, as well as fertilizers and seeds.

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

• Temporary reduction of the VAT rate on energy products from 22% to 
9.5%, namely for:

• electricity under tariff code 2716 00 00;
• natural gas under tariff codes 2711 11 00, 2711 21 00 and 2711 29 00;
• district heating classified under NACE code D/35.30;
• firewood under tariff code 4401.

The measure is temporary and will apply from 1 July 2026 to 31 March 2027.

mailto:Anja.Novak-Pungracic@leitnerleitner.com
mailto:Anja.Novak-Pungracic@leitnerleitner.com
mailto:Anja.Novak-Pungracic@leitnerleitner.com
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Special VAT regime for UEFA Champions League 2027 Final 

Royal Decree-Law 12/2026 introduces a special tax regime for the 2027 

UEFA Champions League Final in Madrid, including specific measures on 

VAT, corporate income tax, non-resident income tax and customs duties 

applicable to imported merchandise for the event.

CJEU confirms validity of Spanish limitation on VAT deduction

The CJEU held  in Case C-515/24 that Article 96 of the Spanish VAT Act, 

which excludes the right to deduct input VAT on the acquisition of tickets 

for sports events and other free entertainment offered to clients, is not 

contrary to the VAT Directive. 

It considers that the “standstill” clause covers a national rule entering into 

force simultaneously with EU accession, so that the Member State can 

validly exclude such deductions even if without having been materially in 

force before accession.

Right to recover unduly paid IGIC when operations are subject to 

VAT

The Supreme Court ruled that a taxpayer who charged and paid IGIC 

(Canary Islands indirect tax) on operations later reclassified as subject to 

VAT is entitled to recover the IGIC amounts, even though traditional 

doctrine reserved this right to the customer who bore the tax. 
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SWEDEN
General services provided within cost-sharing groups may qualify 
for VAT exemption

The Swedish Supreme Administrative Court has issued a ruling (May 11th) 
confirming that services such as accounting, payroll administration, HR, 
and IT provided within a cost-sharing group may qualify for the VAT 
exemption applicable to such groups (article 132.1 f in the VAT directive).

Under the Swedish VAT Act, services supplied within cost-sharing groups 
may be exempt from VAT if the group members activities are otherwise 
exempt from VAT, the services are directly necessary for carrying out 
those activities and the consideration for the services corresponds to each 
natural or legals person’s share of the joint costs of providing the services. 
It is also required that the exemption does not risk distorting competition.

The Swedish Board for Advanced Rulings considered that the VAT 
exemption should not apply to the services provided in the relevant case, 
since the services were of a general nature and thus not specifically linked 
to the group’s VAT exempt activities of public interest. The Board also 
stated that exempting such general services from VAT would risk distorting 
competition. 

The advance ruling was appealed to the Swedish Supreme Administrative 
Court. Referring to recent CJEU case law (joined cases C-379/24 and C-
380/24) on the exemption for cost-sharing groups, the Court held that 
such groups may qualify for VAT exemption if their services are directly 
necessary for members’ exempt activities, even if the services are not 
used exclusively for those activities.

  

Your Taxand Partner in Sweden: Viktor Dalmo: E: viktor.dalmo@skeppsbronskatt.se ,T: +46736409129

The VAT exemption for cost-sharing groups has historically been
interpreted narrowly. The Court’s ruling is therefore a welcome
clarification, confirming that general services may also qualify for the 
exemption.
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VAT: Single & multiple supplies – Queenscourt Limited

In yet another recent UK VAT case involving food, the Upper Tribunal (UT) 
has ruled that dip-pots supplied as part of KFC takeaway ‘meal deals’ are 
separate zero-rated supplies, not part of a single standard-rated supply of 
hot food.

Queenscourt, a KFC franchisee, sold meal deals bundling hot food (chicken, 
fries) with cold items (dip pots, cookies, coleslaw). HMRC accepted that the 
cookies and yoghurts were separate supplies but argued that the dip-pots 
were ancillary to the hot food. The FTT had agreed with HMRC, deciding that 
elements within a multiple supply could be grouped together as a composite 
supply (hot food plus dips) while the other elements could be treated as 
separate supplies.

The UT rejected this approach. Applying the principles in Card Protection 
Plan, and subsequent CJEU cases, it decided that once a transaction is 
properly characterised as a multiple supply, each element must be treated 
as a distinct and independent supply. There is, the UT said, no basis in the 
authorities for isolating some elements within a multiple supply and treating 
them as a composite sub-supply, while treating other elements as separate 
single supplies.

The decision is relevant to any business supplying bundled goods or services 
as multiple supplies where certain elements have been treated as ancillary 
to others. Businesses should consider reviewing such arrangements to 
assess whether re-characterising bundled elements as separate supplies 
would change their VAT liability. They might also consider submitting claims 
for overpaid VAT where appropriate. For the decision, see: Queenscourt 
Limited v HMRC [2026] UKUT 195 (TCC)

UNITED KINGDOM (1/2)

VAT: Reduced rate for public EV charging - Charge My Street

The First-tier Tribunal (FTT) has ruled that electricity supplied to drivers at 
public electric vehicle (EV) charge points can qualify for the 5% reduced 
VAT rate, rather than the standard 20% rate.

UK VAT rules deem electricity supplied "to a person at any premises" at a 
rate not exceeding 1,000kWh per month to be for "domestic use". HMRC 
argue that this only applied to supplies at a person's own home or building. 
The FTT disagreed, deciding that: (1) on its plain meaning, "any premises" 
could include any identifiable location – including, for example, a public car 
park – and (2) the 1,000kWh threshold should measured over a calendar 
month, and not pro-rated to the duration of each charging session.

The FTT also considered who the supply was made to. Where drivers paid 
via the operator's own app, the supply was made directly to the driver. 
Where third-party apps acted as principal, the supply was to the app 
provider, potentially exceeding the threshold in aggregate. The case 
highlights the importance of clear contractual provisions.

HMRC has confirmed it will appeal to the Upper Tribunal. The decision does 
not set a binding precedent but is understood to be a lead case with other 
charge point operators watching closely.

Charge point operators with a UK business should consider submitting 
protective overpayment claims (subject to the normal four-year time limit), 
ensure contracts accurately reflect the commercial supply chain, and 
monitor the progress of the case closely. For the decision, see: Charge My 
Street Limited v HMRC [2026] UKFTT 318 (TC) For more, please see our 
briefing: Value Added Tax, Public EV Charging, and Global Politics | Travers 
Smith

Your Taxand Partner in the UK: Madeline Gowlett, E: Madeline.Gowlett@traverssmith.com, T: +44 20 7295 3411

 

https://caselaw.nationalarchives.gov.uk/ukut/tcc/2026/195
https://caselaw.nationalarchives.gov.uk/ukut/tcc/2026/195
https://caselaw.nationalarchives.gov.uk/ukftt/tc/2026/318
https://caselaw.nationalarchives.gov.uk/ukftt/tc/2026/318
https://www.traverssmith.com/knowledge/knowledge-container/value-added-tax-public-ev-charging-and-global-politics/
https://www.traverssmith.com/knowledge/knowledge-container/value-added-tax-public-ev-charging-and-global-politics/
mailto:Madeline.Gowlett@traverssmith.com


28

SDLT: Proposed extension of UK’s Uncertain Tax Treatment regime

The UK government is consulting on extending the Uncertain Tax Treatment 
notification regime (UTT) to additional taxes, including SDLT. 

The UTT regime (introduced in 2022) currently requires large businesses to 
notify HMRC where a tax position relies on an interpretation of law that is 
uncertain. Uncertainty is currently measured against two existing triggers: 
(1) a provision made in accounts to reflect that an interpretation may not 
be successful if challenged, and (2) adopting a position contrary to HMRC's 
known interpretation. The current regime applies to corporation tax, income 
tax and VAT, with a £5m tax-advantage threshold.

The consultation proposes extending UTT to SDLT (operative in England and 
Northern Ireland only), alongside National Insurance Contributions, Capital 
Gains Tax, and Inheritance Tax. A third trigger would also be introduced: 
where more than one credible interpretation of the law exists and HMRC's 
view is not known. In addition, the regime would additionally be extended to 
individuals and trustees.

For SDLT, notification would be required on or before the return filing 
deadline, which is currently 14 days after effective completion of a 
transaction. Some respondents have questioned whether this timescale is 
realistic, particularly where complex transactions are involved. It is worth 
noting that, based on the required £5m tax-advantage threshold, and 
current rates of tax, UTT notifications relating to SDLT on commercial 
transactions would only arise where the consideration exceeds £100m.

A government response is expected in the summer, with draft legislation 
likely to be included in the next Finance Bill (to be published in the 
Autumn). For more, contact us: Tax | Travers Smith

UNITED KINGDOM (2/2)
VAT: Post-supply price rebates - Boehringer Ingelheim Limited

The UT has held that payments made by a pharmaceutical manufacturer 
(Boehringer Ingelheim Limited (BIL)) to the UK’s National Health Service 
(NHS) did not qualify as retrospective price reductions entitling the BIL to 
reduce its output VAT liability.

BIL supplied medicines to the NHS at the standard rate. Under certain 
voluntary schemes, BIL made payments to the NHS calculated by reference 
to sales growth exceeding agreed caps. BIL treated the payments as price 
rebates and claimed repayment of approximately £21.5m in overpaid output 
tax. HMRC denied the claim. The FTT allowed BIL’s appeal.

However, the UT has allowed HMRC's appeal against the FTT’s decision. 
Applying the principles in Elida Gibbs, and Novo Nordisk, the UT decided 
that for a post-supply payment to be treated a price reduction requires: (1) 
a direct link between the payment and an identifiable supply, (2) the 
payment be based on a relationship of reciprocal performance, and (3) the 
payment be made to an identifiable final consumer. 

As a result, while some payments could be linked to a specific supply, paid 
for by a specific customer (and so could be treated as price rebates), most 
others were found to be too remote and related to the unique budgetary 
funding arrangements of the NHS rather being linked to specific identifiable 
supplies.

The decision is relevant to any business that makes any type of post-supply 
payments to a customer and seeks to treat those payments as a price 
reduction for VAT purposes. 

It is expected that BIL will appeal the UT decision to the Court of Appeal.

For the decision, see: HMRC v Boehringer Ingelheim Limited [2026] UKUT 
135 (TCC)

Your Taxand Partner in the UK: Madeline Gowlett, E: Madeline.Gowlett@traverssmith.com, T: +44 20 7295 3411
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USA

Taxing the AI Boom: Data Centers, State Incentives, and 
Expanding Sales Tax Regimes

• It was once a race to the moon, but today it is a race for artificial 
intelligence (“AI”) leadership. As AI innovation accelerates and cloud 
computing becomes foundational to modern business, data centers 
have rapidly expanded across the globe. The question becomes: to 
what extent will states compete to attract and incentivize data center 
development without jeopardizing long-term revenue?

• In the U.S., 38 states currently offer some form of tax incentive to 
attract data center development (e.g., sales tax exemptions, property 
tax abatements). With the provision of such incentives, states must 
now grapple with how to tax data center operators’  evolving business 
models to generate revenue. Some states have accomplished this by 
broadening interpretations of taxable activity around technology and 
digital services. 

Your Taxand Partner in USA: Jan Skidds: jan.skidds@leoberwick.com, T: +1 (917) 576 5340

• For example, a recent decision from the Arizona Tax Court (Phoenix 
NAP, LLC v. Arizona Department of Revenue (2026)) illustrates this 
issue. The Arizona Department of Revenue assessed transaction 
privilege tax ((“TPT”) (which functions similarly to sales tax in Arizona) 
on a datacenter operator, asserting that the operator’s offerings (e.g., 
colocation, server rentals, etc.) constituted taxable rentals of real and 
tangible personal property. This approach to taxation taken by the 
State is consistent with Arizona’s expanded interpretation of “tangible 
personal property,” which has previously allowed the state to impose 
TPT on cloud-based and digital offerings as rentals of property rather 
than services.

• As states continue to offer incentives to attract data center investment, 
much like in Phoenix NAP, LLC, jurisdictions will likely continue to 
expand their sales tax and other indirect tax regimes to capture 
revenue from data center business models. 

mailto:jan.skidds@leoberwick.com
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