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Focus on Germany - Temporary reduction of VAT rates

Last week, Germany decided at short notice on a general reduction of
the applicable VAT rates for a limited period of six months. The VAT
rates will be reduced as of 1 July 2020 from 19% to 16% and from 7% to
5% respectively. Swiss companies which operate in Germany will also be
affected by these changes.

The most important facts in brief:

The applicable VAT rate depends on the date of the
actual supply and not on the date of invoice or pay-
ment.

The date of supply must therefore be indicated in
the invoicein order to determine the applicable VAT
rate correctly.

If down payment invoices have been or will be is-
sued or prepayments are received during the
month of June for supplies that will take place be-
tween July and December 2020, the currently ap-
plicable VAT rate (i.e. 19% or 7%) must be used.

If down payment invoices for supplies taking place
after 31 December 2020 have been or will be issued
or prepayments received during the second half of
2020, they will be subject to the VAT rate of 19%
and 7% respectively.

At the time the final invoice is issued, VAT is to be
settled at the VAT rate applicable at the time of
supply. An adjustment of the applicable VAT rate on
down payment invoices issued or prepayment re-
ceived shall be made when the final invoice is is-
sued.

In case of price reductions, the VAT rate depends
on the time of supply.

The above statements apply analogously to ac-
counts receivable invoices. If the wrong VAT rate is
applied by the supplier (e.g.19% instead of 16%), the
input VAT canonly be claimed for at arate of 16%.
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Swiss companies that are registered for VAT purposes
in Germany must therefore change their accounting
systems at short notice and not only focus on the is-
suance of correct invoices, but also critically examine
incoming invoices containing German VAT. Finally, the
bad news: these changes need to be reversed in six
months and the VAT rates adjusted back to 19% and 7%
respectively.

Tax Partner AG, June 8,2020

It cannot be excluded that other EU countries will
adopt similar packages of measures at short notice.
Companies that are registered for VAT in several EU
countries are recommended to closely follow the re-
spective developmentsin those countries.
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Tax Partner AG, Taxand Schweiz

Tax Partner AG, Taxand Switzerland, is focused on Swiss and international tax law and is recognised as an impor-
tant independent tax boutique. With currently 14 partners and counsels and approximately 40 professionals, the
firm has been advising multi-national and national corporate clients as well as individuals since it was established
in1997.

Tax Partner offers the full range of tax advice thereby offering a unique in-depth service quality toits clients.

As a part of its growth and continuously expanding international relationships, Tax Partner co-founded Taxand in
2005. Taxand is the world's largest independent tax organisation delivering high quality integrated tax advice
worldwide.

Tax Partner has repeatedly been nominated as aleading tax firmin Switzerland in several international rankings.
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DISCLAIMER

This publication highlights certain issues and is not intended to be comprehensive or to provide tax or legal advice. Tax Partner AG is not liable for
any damage resulting from the information provided. To unsubscribe, send an e-mail to unsubscribe@taxpartner.ch.



