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Place of supply

New rules VAT Package applicable as of 1 January 2010

In 1993 taxation of intra-Community supplies of goods
changed fundamentally and the same is about to happen for
cross-border services. Last December, the European
Council reached a political agreement on the so-called ‘VAT
package’. The VAT package was adopted without further
discussion at today’s Council meeting. This VAT package
contains substantial changes affecting the place of supply for
services supplied to businesses/entrepreneurs (B2B) and to
consumers (B2C), the rules on cross-border VAT refunds as
well as the administrative cooperation and the exchange of
information between EU Member States.

The final adoption of the VAT package will certainly bring
about a revolution for businesses engaged in cross-border
trade. Companies will have to rethink the planning of their
service flow as well as their compliance and reporting
obligations.

The primary aim of the adopted changes is to levy VAT at
the actual place of consumption of the services. In doing so,
‘VAT tariff shopping’ should decrease. A precondition for the
changes was that they should not lead to an additional
administrative burden on businesses. It can be questioned
whether that condition is met. The reverse charge
mechanism will be applicable to a majority of the B2B
services, which avoids having to deal with the burdensome
VAT reclaims on the basis of the Eight and Thirteenth
Directives. Businesses are however confronted with a new
listing obligation for all cross-border services.

Essentially, the new B2B rules are the mirror image of the
current rules. As a ‘general rule’ applicable to B2B services,
these will be taxable where the customer of the services is
established, whereas for B2C services the general rule
remains the same (i.e. taxable where the supplier is
established). A number of exceptions to this rule exist (e.g.
cultural services, catering services and services connected
to immovable property).

Due to the applicability of the so-called ‘effective use and
enjoyment rules’ to a wider range of services, the place of
supply of services can be shifted to the country of
consumption even more often.

In this flyer the place of supply rules for cross-border
services are outlined. Most changes will be applicable per 1
January 2010. The schedules attached aim to provide you
with a practical overview of the upcoming changes in this
respect.

For questions or more detailed information, please do not
hesitate to contact your local PwC Indirect Taxes advisor.

The new ‘general rules’ as of 2010

As of 1 January 2010 two new ‘general rules’ enter into
force. The general rule for taxation of B2B services becomes
the place where the customer is established, whereas for
B2C services the general rule remains that these are taxable
where the supplier is established.

For so-called ‘general rule’ services this implies the
following:

o if these services are supplied to a VAT taxable person
established in another EU Member State, the services
are taxable in the country of the recipient;

o if these services are supplied to a customer established
outside the EU, the services are taxable in the country of
the recipient;

o if these services are supplied to a non-VAT taxable entity
that is established in another EU Member State, the
services are taxable in the country of the supplier of the
services;

e if certain services are supplied to a non-VAT taxable
entity that is established outside the EU, the services are
taxable in the country of the recipient.

A number of fictions are included for reasons of
simplification. The general rule for B2B services also applies
to services supplied to taxable persons who also carry out
activities which are outside the scope of VAT. Also non-
taxable legal persons who are identified for VAT purposes
(have a VAT identification number) are considered VAT
taxable for purchasing services. To a certain extent this
could give rise to VAT planning.

A number of exceptions to both ‘general rules’ (B2B and
B2C) exists. At the same time, a number of existing
exceptions are cancelled. It is relevant to understand that
Member States can decide to tax certain services, which
under the new rules are taxable in another country, in case
those services are effectively used and enjoyed in that
Member State. Because Member States are free to decide
whether or not and into what extent to implement the
‘effective use and enjoyment’-rules, the place of supply rules
will vary between the countries within the EU. Businesses
will be required to have knowledge of the specific rules that
are applicable in the Member States of their customers.

Changes after 2010

On 1 January 2011, 1 January 2013 and 1 January 2015
some additional adjustments will become effective. These
are mainly connected to the admission to cultural, scientific
and sports events and the ancillary services related to those
events, the hiring of means of transport and pleasure boats,
telecommunication  services, radio and television
broadcasting services as well as electronically supplied
services.



Overview B2C rules as of 1 January 2010

Place where the underlying Services by intermediaries
transaction is supplied

Services connected with immovable property, )
including services of estate agents and ‘holiday Place where the immovable
accommodation’ property is located

Place of departure (D] Intra-Community transport of goods

(Other) transport of goods, including the Place where the transport takes
domestic leg of the intra-Community transport place, proportionate to the
of goods distances covered

Place where the transport takes _
place, proportionate to the Passenger transport services
distances covered
Services and ancillary services relating to Until 31 December 2010:

cultural, educational events, etc., including the Place where the activities are
services of the organizers physically carried out

With effect from 1 January 2011:
Place where the activities

Ancillary transport activities such as loading, actually take place

unloading, handling and similar activities

Place where the services are ¢ Valuations of and work on movable tangible
physically carried out property
Restaurant and catering services
Place where the means of

Short-term hiring of a means of transport ~ (2) transport is actually put at the
disposal of the customer 3)

Until 31 December 2012:
Place where the supplier is
established (main rule B2C)

With effect from 1 January 2013:
Place where the customer is
established

Hiring, other than short-term hiring, of a means Until 31 December 2012:

of transport @ == = Place where the supplier is
established (main rule B2C)

Hiring of a pleasure boat, other than short-term With effect from 1 January 2013:
hiring (2 Place where the pleasure boat
is actually put at the disposal of
the customer, where the
service is actually provided by
the supplier from the place
where the supplier is
established

Restaurant and catering services physically
carried out on board ships, aircraft or trains
during the section of a passenger

transport operation effected within the
Community

Point of departure of the
passenger transport operation

Place where the customer is ‘Intellectual services’ supplied to a non-EU .
established customer Until 31 December 2014:

EU customer

. Place where the supplier is
Customer EU/ non-EU: . ) . A
Place where the customer is SE{IJ%?)tlrig?lcally supplied services by a non-EU established 4)
established (5)(6)(7) Non-EU customer
. 3 . Place where the customer is
Electlr_onlcally supplied services by an EU established ()
supplier

With effect from 1 January 2015:
EU/non-EU customer
Place where the customer is
Radio and television broadcasting services established 5)(6)(7)

Place where the supplier is ]
established (3) Main rule B2C

This overview is extracted from an article to be published in EC Tax Review by Herman van Kesteren, Ad van Doesum, Gert-Jan van Norden and Irene
Reiniers.

Member States need not apply the tax to that part of the intra-Community transport of goods to non-taxable persons corresponding to journeys made over
waters which do not form part of the Community.

‘Short-term hiring of a means of transport’ means the continuous possession or use of the means of transport throughout a period of not more than thirty
days (ninety days for vessels).

If a Member State implements the effective use and enjoyment rules, the place of supply is where the effective use and enjoyment of the services takes
place.

Until 31 December 2014, the application of the effective use and enjoyment rules is mandatory in situations where, on the basis of the normal place of
supply rules, the place of supply of the service is outside the EU.

Until 31 December 2014, the effective use and enjoyment rules cannot be applied to electronically supplied services to customers outside the EU.

With effect from 1 January 2015, the implementation of the effective use and enjoyment rules is optional for all electronically supplied services that are
regarded to take place outside the EU on the basis of the normal place of supply rules.

For EU and non-EU suppliers, the mini-one-stop-shop regime will apply.

Telecommunication services




Overview B2B rules as of 1 January 2010

Services connected with immovable property,
including services of estate agents and ‘holiday
accommodation’

Place where the immovable
property is located

Place where the transport takes
place, proportionate to the

Passenger transport services distances covered

Until 31 December 2010: Services and ancillary services relating to
Place where the activities are cultural, educational events, etc., including the
physically carried out services of the organizers

With effect from 1 January 2011:
Place where the customer is o ) With effect from 1 January 2011:
established Admission to cultural, educational events, etc. Place where the events actually
(main rule B2B) and ancillary services related to the admission take place

Place where the services are : ;
physically carried out Restaurant and catering services
Place where the means of

Short-term hiring of a means of transport (1) transport is actually put at the
disposal of the customer 2

X Restaurant and catering services physically
Point of departure of the carried out on board ships, aircraft or trains
passenger transport operation during the section of a passenger transport

operation effected withing the Community

. Place where the customer is
Main rule B2B (©IE)] established @)

This overview is extracted from an article to be published in EC Tax Review by Herman van Kesteren, Ad van Doesum, Gert-Jan van Norden and Irene
Reiniers.
‘Short-term hiring of a means of transport' means the continuous possession or use of the means of transport throughout a period of not more than thirty
days (ninety days for vessels).
If a Member State implements the effective use and enjoyment rules, the place of supply is where the effective use and enjoyment of the services takes
place.
The following services are, amongst other services, subject to the new main rule for B2B services (list is not exhaustive):

a) Valuations of and work on movable tangible property

b) Ancillary transport activities such as loading, unloading, handling and similar activities

c¢) Transport of goods

d) Services by intermediaries

e) "Intellectual services" that currently fall under art. 56(1) VAT Directive

f) Services that currently fall under the main rule of art. 43 VAT Directive
The reverse charge mechanism applies. For services to which the reverse charge mechanism applies, there is a requirement to file an EC Sales listing.

Disclaimer. Although this flyer is prepared with the utmost care, PwC does not accept any liability for the content thereof. The flyer is
based on the text of the ‘outcome of proceedings of the Ecofin (document 16220/07 FISC 172)’ which was obtained via a request on
the basis of Regulation (EC) No. 1049/2001. Although the text of this document was politically agreed upon, its final wording may differ
of the terminology used in this flyer. This flyer is meant for information purposes only and cannot be regarded as a binding legal,
financial, tax or any other advice. Clients receiving this flyer should take no action before liaising with their PwC Indirect Taxes advisor.

PricewaterhouseCoopers (www.pwc.nl) provides industry-focused assurance, tax and advisory services to build public trust and
enhance value for its clients and their stakeholders. More than 146,000 people in 150 countries work collaboratively using Connected
Thinking to develop fresh perspectives and practical advice.

‘PricewaterhouseCoopers’ refers to the network of member firms of PricewaterhouseCoopers International Limited, each of which is a
separate and independent legal entity.
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