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Value-added tax (VAT) for freight-forwarding companies

Accordingto the State Revenue Committee, work and services performed by the carriersand other
suppliers for a client under a freight —forwarding agreement is not a salesturnover of a freight-forwarding
company. Accordingly, a freight-forwarding company is notallowed to offset VAT paid onsuch work and
services. Thispositionofthetax authorities wasreflected in thenewamendmentsto Articles 233-2
and 257ofthe Tax code (effective starting 1 January2016). The amendments were presented as
“clarificationof provisions”, i.e. they reflect the historical position of the tax authoritiesonthis issue.

However, not all freight-forwarding companies are ready to accept newprovisions of the Tax Code as well
asthe requirement to indicate their margin in a separateline in aninvoice, and continue issuing invoices
without followingthe rulesspecified for freight-forwarding services. The tax authorities are not currently
willingto softenthe provisions to account for commercial interests of freight-forwarding companies and
continuetouphold their position.

Based ontheabove, thereis a question asto the consequencesarising for the freight-forwarding
companiesand their clients when (i) invoices for rendered work and services are not issued in compliance
with therequirementsof Article 264 ofthe Tax code, i.e. without a separate indication of the margin, and
(ii) costofwork, services carried out by carriersand other suppliersis included into turnover of a freight-
forwarding company.

Ifyouwouldlike to understand the impact ofthese changes on the business of your company from a tax
and legal perspectivein more detail, please do nothesitate to contact withus.



