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Australia

GST refund limit changes

The Australian government recently introduced
legislative changes to Parliament affecting the
claiming of GST refunds (and other indirect
taxes) with effect from 30 June 2008. The
changes seek to:

() Amend the tax law to overcome an
anomaly limiting the scope of the
restriction on refunds to taxpayers
if GST is overpaid, requiring refund
amounts to be passed on to the party
that bore the tax. This is a direct
response to the recent Federal Court
decision in KAP Motors (see InTouch
Issue 02/08); and

(ii) Ensure that the four-year time limit on
the recovery of a taxpayer’s indirect
tax liabilities applies irrespective of
how the liabilities arise.

Board of Taxation review of GST

The Board of Taxation announced that it will
undertake a review of the legal framework for
the administration of the GST. The Board has
been asked to reconsider the implications of
any possible changes to GST administration
provisions and will focus on streamlining

and improving the operation of GST,
reducing compliance costs for taxpayers and
removing anomalies. The Board is accepting
submissions related to the review and a final
report is expected to be provided to the
government by the end of December 2008.

Australian Tax Office (ATO) win on security
deposits

The High Court of Australia recently upheld

the Commissioner’s appeal against a decision
of an appeal bench of the Federal Court,
confirming that GST is payable on the forfeiture
of a security deposit, where the intended
supply would have been taxable.

Final Practice Statement on remission of
General Interest Charge

The recent draft practice statement on the
remission of General Interest Charge in relation
to shortfall amounts of GST has been finalised
(see InTouch issue 01/08). The practice
statement confirms the Commissioner’s
practice to remit at least the uplift component
of the General Interest Charge (currenly 7%)
on shortfalls of GST where there is a neutral
effect on the overall GST revenue. The practice
statement is likely to benefit non-residents
who have Australian GST obligations and fail
to account for GST on taxable business to
business supplies.

Property margin scheme integrity changes and
release of rulings

The government announced, as part of its
Federal Budget, changes to the operation of
the GST margin scheme to the supply of real
property interests. The changes are designed
to ensure that GST is payable on the value
added to land in Australia once it enters the
GST system and to prevent opportunities
which allowed real property transactions to be
structured to reduce the GST liability.

The Commissioner also released two rulings
concerning real property including:

(i) GSTR 2008/2: Development lease
arrangements with government
agencies; and

(i) GSTR 2008/D2: Goods and services
tax: general law partnerships and the
margin scheme (draft ruling).

For more information, please contact:

Kevin O’Rourke

kevin.orourke@au.pwc.com +61 2 8266 3114

Coralie Owen

coralie.owen@au.pwc.com +61 2 8266 3893

India
Indication of central GST rate

The Union Finance Minister has indicated that
the central GST rate could be around 14%.

Additional tax in the State of Gujarat

A tax in addition to the VAT has been imposed
on the following goods:

() An additional tax of 2.5% on liquor,
kerosene, lubricants, naphtha, lignite,
low sulphur heavy stock and goods
chargeable to VAT at 12.5%;

(i) An additional tax of 1% on all taxable
goods other than those mentioned
above.

The additional tax is not leviable on declared




goods, gold, silver, precious metals, stones
and other goods notified by the government.
These additional taxes are eligible for input tax
credits.

Mandatory VAT audit in the State of Gujarat

A VAT audit has been made mandatory for
dealers whose total turnover exceeds Rs. 1
Crore and taxable turnover exceeds Rs. 20
Lakh. The amended provision is applicable
to audit reports for the years 2006-07 and
2007-08.

Filing of electronic returns in the State of
Maharashtra

Filing an electronic return has been made
mandatory for all dealers who have a tax
liability of Rs. 10 lakhs or more the preceding
year. The first electronic return for the month of
May 2008 was due in June 2008.

Reduction of VAT rate on the sale of used
motor vehicles in the State of Tamil Nadu

The VAT rate on the sale of used motor
vehicles by a dealer (other than a dealer in
automobiles) has been reduced from 12.5% to
4%, subject to specified conditions.

Exemption of entry tax on imports of
machinery, parts of machinery and
consumables in the State of Karnataka

Entry tax has been exempted for a period
of three years on the imports of machinery,
parts of machinery and consumables (other
than petroleum products) into the State of

Karnataka by independent power producers
based in identified locations, subject to
fulfillment of necessary conditions.

Large Tax Unit Scheme becomes operational in
Mumbai

The Large Tax Unit scheme became
operational in Mumbai on 28 March 2008. It is
a special system to administer large taxpayers.
Large Tax Units are self-contained tax
administration offices under the Department of
Revenue acting as a single window clearance
point for all matters relating to central excise,
income tax/corporate tax and service tax.

Extension of mechanism for refund of input
service taxes to exporter of goods

The Central Government has notified the
extension of the mechanism for the refund of
input service taxes to exporters of goods to
the following input services:

() Custom house agent services in
relation to export goods;

(i) Banking and the other financial
services in relation to collection of
export bills and export letters of credit;

(il) Commission agent services provided
by a commission agent located
outside India, subject to conditions.

Inter-state sales tax on goods reduced to 2%

A Central Sales Tax is levied on all inter-state
transactions on the sale of goods under the

Central Sales Tax Act, 1956. The aforesaid
concessional rate of 2% would be applicable
only for specified categories of transactions
e.g. sale from a registered dealer to a
manufacturer or another dealer for resale.
Inter-state sales without the ‘C’ form would be
taxed at the local VAT rate of the origin state.

For more information, please contact:

S.Madhavan, Partner

s.madhavan@in.pwc.com +91 11 41150505

Indonesia

Crediting input VAT for individual taxpayers

Under Regulations introduced by the Minister
of Finance dated 31 March 2008 (No. 45/
PMK.03), individual taxpayers with maximum
sales of Rp 1.8 billion per year, and maintain
bookkeeping based on norm, can opt to
calculate VAT based on deemed input VAT.

The deemed input VAT is determined as
follows:

(i) For aretailer of VAT-able goods, input
VAT is determined as 80% of the
output VAT;

(i) For an individual who delivers VAT-
able goods other than retailers, the
input VAT is determined as 70% of the
output VAT; and

(iii) For the delivery of VAT-able service,
the input VAT is determined as 40% of
the output VAT.




For more information, please contact:
Lili Tjitadewi

lili.tjitadewi@id.pwc.com +62 21 5212901

Abdullah Azis

abdullah.azis@id.pwc.com +62 21 5212901

Japan
Update of 2008 tax reform

The 2008 tax reform package publicly
announced on 13 December 2007 was to
pass the Diet around the end of March 2008.
However, no tax bill was passed by the Diet
due to political turmoil at that time. There were
no major tax reforms regarding the Japanese
Consumption Tax according to the draft
package.

The 2008 tax reform package was finally
passed by the Diet on 30 April 2008.

Tax treatment of finance lease contracts

As a general rule, finance lease contracts
concluded on or after 1 April 2008 will be
deemed as ‘buy-sell’ transactions at the
beginning of the lease period for corporate tax
and consumption tax purposes. For a lessee, a
5% input consumption tax on the total amount
of the lease fee could be recoverable at the
beginning of the lease period.

For more information, please contact:

Masanori Kato
Masanori.kato@jp.pwc.com +81 3 5251 2536
Kotaku Kimu

kotaku.kimu@jp.pwc.com +81 3 5251 2713

New Zealand

Limited partnerships are considered as
companies for GST purposes

In March 2008, the New Zealand Parliament
passed the Limited Partnerships Bill and

the Taxation (Limited Partnerships) Bill. The
legislation introduced a new limited partnership
vehicle to replace the current special
partnership vehicle and codifies the income
tax treatment of both general and limited
partnerships. It includes a new provision

that confirms that limited partnerships are
considered as companies for GST purposes.

Public ruling on GST and leasehold land

New Zealand’s IRD has released a public ruling
outlining when the supply of a ground lease is
exempt for GST purposes. The ruling applies
to supplies of leasehold land by way of rental
for an indefinite period with effect from 1
February 2006.

GST neutrality and risks

An Issues Paper prepared by the Policy
Advice division of the Inland Revenue and

the New Zealand Treasury was released on 9
June 2008. The Paper considers a number of
options for strengthening the GST neutrality in
respect of business-to-business transactions
and reducing the risks that GST can present to
both businesses and the government.

Key proposals outlined in the Issues Paper
include a domestic reverse charge proposal

(for going concern transactions, land and high
value transactions), nominee transactions,
change-in-use adjustment rules, timing
schemes and the risks created by ‘phoenix’
arrangements.

Officials have invited public submissions on
the merits of the options outlined in the Issues
Paper and any alternative measures that meet
the objectives of enhancing business neutrality.
The closing date for submissions is 11 August
2008.

For more information, please contact:

Eugen Trombitas
eugen.x.trombitas@nz.pwc.com +64 9 355 8686
Gary O’Neill

gary.oneill@nz.pwc.com +64 9 355 8432




Singapore

Revised e-tax guides

The Inland Revenue Authority of Singapore
(IRAS) has issued the following revised e-tax
guides on GST:

(i)

(i)

(i)

(iv)

Partially Exempt Traders and Input Tax
Recovery (revised on 30 Apr 2008).
Revisions have been made to the De
Minimis threshold and the list of input
tax attributed to taxable supplies;

GST Requirements for Cash
Transactions / GST General Guide for
Traders (revised on 1 May 2008).

General Guide on GST Group
Registration (revised on 1 May

2008). A person who is not a

resident in Singapore or not having

an established place of business in
Singapore is now allowed to be part
of the GST group, if certain criteria are
satisfied.

GST Guide to Property Developer
(Revised on 23 May 2008).

Major Exporter Scheme or MES
(revised on 30 May 2008). Traders
whose MES status expires on or
after 1 January 2009 will no longer
be required to submit a positive
assurance report for the renewal of
their MES status. A checklist of self-
review of eligibility of MES will be
issued instead.

Revised application form

The application form for a GST Advance Ruling
was updated and should be used with effect
from 7 April 2008.

Two new e-services introduced

From 16 Jan 2008, two new e-services -
“Apply for MES” and “Apply for Declaring
Agents” have been introduced in ‘myTax
Portal’.

For more information, please contact:

Soo How Koh

s00.how.koh@sg.pwc.com +65 6236 3600

May SY Ng

may.sy.ng@sg.pwc.com +65 6236 3739

South Korea

Zero-VAT rate applied to travel agencies and
hotels for foreign tourists

The Ministry of Strategy and Finance plans to
legislate its revision of the Enforcement decree
of VAT Law in respect of travel agencies and
hotels for foreign tourists. The draft legislation
contains the following:

(i) Services provided by the travel
agency enumerated in the National
Tourism Promotion Act (NTPA)
are applied to the zero-VAT rate if
payments from foreign tourists are
made in a foreign currency with the
relevant vouchers accompanied.

(i) Accommodation services for
foreign tourists provided by hotels
enumerated in NTPA of Korea are
applied to the zero-VAT rate, which
will be extended until the end of 2009.

(i) Meal services for foreign tourists
provided by hotels enumerated in
NTPA of Korea are temporarily applied
to the zero-VAT rate until the end of
2009.

100% increase of penalty tax on VAT filing in
respect of counterfeit tax invoices

The National Tax Service of Korea recently
announced the increase of the penalty tax rate from
1% to 2% of the invoice value on the counterfeit tax
invoice. The concerned provision was enacted on 31
December 2007 and became effective from 2008.

For more information, please contact:

Dong-Bum Kim
dbkim@samil.com +82 2 709 7900
Dong-Keon (D.K.) Lee

dklee@samil.com +82 2 709 0561




Taiwan

Relaxation of applicability of 0% VAT on sales
of certain goods to bonded areas (Tax Ruling
Tai Tsai Shuei No. 9704518610)

In accordance with Article 7-4 of the Taiwan
Business Tax Act, a 0% VAT can be applied on

the sale of certain goods to export enterprises:

¢ Inside the duty free export processing
zone,

¢ Inside the Science-based Industrial
Park,

e Or to bonded factories and
bonded warehouses supervised
by the customs house (collectively
as “bonded areas”) for its own
manufacturing and processing
purposes.

Tax ruling No. 9704518610 released by the
Ministry of Finance has relaxed the 0% VAT
to also apply to the sales of machinery and
equipment, materials, supplies, fuel and
unfinished goods to the aforementioned
entities for its own manufacturing, processing
or export purposes and for resale to:

e The entities of the same qualification,

e Enterprises inside the free trade zone,

e Enterprises inside the Agricultural
Biotechnology Park,

¢ And logistic centers supervised by
the customs house for the purpose of
manufacturing, processing or export.

Documentation with respect to the 0% VAT on
sales to Free Trade Zones (Tax Ruling Tai Tsai

Shuei No. 9704518580 dated 19 March 2008)

This tax ruling clarifies that in accordance

with paragraph 1 of Article 26 of the Act for
the Establishment and Management of Free
Trade Zones Act (FTZ Act), a 0% VAT may

be imposed on sales of “goods for business
operation” from a business entity in a tax zone
or bonded area to a free trade zone enterprise.
The 0% VAT is subject to application and
prescribed documentation.

For more information, please contact:

Lily Hsu

lily.hsu@tw.pwc.com +886 2 2729 6207

Vietham

Single distributor rule removed in Vietham

This item carries news of Circular 05/2008/
TTBCT which enables foreign-invested import
enterprises to sell imported goods to more
than one appropriately registered distributor in
Vietnam.

Changes to Export Processing Enterprise rules

On 16 April 2008, the Ministry of Finance
issued Circular 30 providing amendments

to various provisions of Circular 32 dated

9 April 2007 on the VAT. The Circular will
become effective 15 days after it is published
in the official gazette. The amendments
include changes affecting Export Processing
Enterprises (EPEs), promotional goods and
cash support payments.

Major changes to VAT law effective 1 January
2009

Vietnam has introduced a number of new VAT
laws. Under the new rules, machinery and
equipment which is not locally manufactured
and imported to form fixed assets shall no
longer be VAT-exempt.

Increase in export duty on oil, coal and ores

On 6 June 2008, Vietnam’s Ministry of Finance
issued Decision 35 amending the export duty
rates of commodities in the list of import/
export duty regulated in Decision 106/2007/
QD-BTC. Accordingly, export duty for crude
oil, coal and ores has been increased to 20%.
The new rates are applicable to customs
declarations registered from 16 June 2008.

For more information, please contact:

David Fitzgerald
david.fitzgerald@vn.pwc.com +848 823 0796

Do Thi Thu Ha

do.thi.thu.ha@vn.pwc.com +844 825 1215 ext. 112
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For a comprehensive guide to global VAT/GST
information from over 70 countries worldwide, please
visit GlobalVATOnline at www.globalvatonline.com.
GlobalVATOnline can keep you up to date on all VAT
issues and developments as they unfold.






