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Taxability of associations
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The working of the VAT system

no
Taxable person? [ *

e ¢ Outside the VAT scope
Taxable transaction?
Delivery of goods? no
Delivery of services?
Intra community acquisitions? ¢l
Importation?

YES ¢

Does the taxable transaction no

takes place in Belgium? I

VAT rules from another
YES .
N country applicable
Taxable amount? | (EU or non EU) 1
& | VAT registration abroad?

no
Exemptions? v

YES VAT rate (6, 12 or 21 %)

VAT deduction? Debtor of the VAT

((service) supplier or co-contractor)

| Outside the VAT scope
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VAT taxability associations
General overview

YES - an association is a taxable person

‘ Taxable person?

YES - taxable transactions are performed: payment of membership
fees, sponsoring, fees, ...

@ Taxable transactions?

»r ation for t transactions

The following rules are applicable for the general services

(so no restaurant services, hotel services, entrance fee, ...)

- B2B: services are taken place where the taxable customer is
established (art. 44 EU Directive)

- B2C: services are taken place where the service supplier is
established

Place of the services?
(according to VAT)

NO, all transactions subject to VAT » full taxable person
YES but also transactions subject to VAT P mixed taxable person
YES, all the transactions are exempted P exempted taxable person

Is there an exemption
(no vat deduction) applicable?
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VAT taxability associations
Place of the services - general rule

[ @ = International organisation (BE)

= service supplier/provider ]

Outgoing transactions/sales

® @

« Place of service = BE ‘
Outgoing invoice with BE VAT

©®

« Place of service = EU
- Outgoing invoice without VAT

®@ (&) ex

+ Place of service = EX
« Outgoing invoice without VAT

J
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Incoming transactions/purchases

©®

A
+ Place of service = BE
+ Invoice with BE VAT

o
(

+ Place of service = BE
Invoice without VAT
Customer = debtor of BE VAT

Invoice without BE VAT
Customer = debtor of BE VAT

Place of service = BE ‘

VAT opportunities and/or risks for associations.
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VAT taxability associations
Exemptions

Exemptions with VAT deduction

- e.g. intracommunity delivery of goods, export, delivery of goods to consular
departments, international organisations, ...)

- outgoing invoices without VAT (included reference on the invoice)

- full right of VAT deduction on the corresponding incoming invoices

Exemptions without VAT deduction (article 44 of the Belgian VAT code)

According to article 44 §2, 11° a VAT exemption is applicable for services rendered, as
well as for supply of goods that are closely linked to those services

+ For the benefit of the common interest of the members
- In exchange for a contribution specified by the articles of the association
« By non-profit organisations

« That pursue syndical objectives as the main aim of the organisation ( according to the
European Court of Justice, this condition is met when the organisation primarily takes
care of the common interest of the members and not their individual interest)
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Practical cases
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Practical case 1
Financial gain - corrections of the past - situation

/-

International non profit organisation based in Belgium acting as an umbrella organisation

+ The members are national organisations and commercial companies (VAT taxable persons) established

inside and outside of Belgium

payable Belgian VAT on services from foreign service suppliers)

No submission of periodical VAT returns

No VAT deduction on the incoming invoices

© 2018 Deloitte Private | Accountancy & Advisory.

The VAT number was active seeing that the association submitted special VAT returns (to declare the

VAT opportunities and/or risks for associations

Practical case 1

Financial gain -

Step 1

VAT analysis of the
outgoing transactions

Conclusion:

X is a full taxpayer with
100 % right of vat
deduction

corrections of the past

Step 5

Review of the incoming invoices
from the past

Are all the obligatory invoice mentions
included

Ask corrective invoices to the suppliers

the past

Calculating the amount of refundable VAT for

Step 3
Discussing the actions for the future
nforming the suppliers of the valid
VAT number
Providing the obligatory invoice
mentions which have to be included
on the invoices
Providing an overview of the VAT
deductions rules (eg. car costs,...)
Step 2
Activation of the Belgian
VAT number
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Step 4

Discussing the actions for the future

Setting up a meeting with the VAT administration
to discuss the practical way of working (by mail)

Corrections of the outgoing invoices for the past
3 years (credit notes or corrective documents)

- Invoices to BE customers with BE VAT

- Issuing corrective documents (1 per year per
customer) including the correct invoice
mentions

Review of the incoming invoices from the past

VAT opportunities and/or risks for associations.
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Practical case 1
Financial gain - corrections of the past

Results B!

+ Good preparatory work

The customer had a clear detailed overview of the
VAT amount of the corrections which could be
recovered

Clear communication with the VAT administration

VAT administration performed a vat refund audit

\ g

VAT amount of 109.752,88 EUR was refunded
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Practical case 2
VAT risk

Non profit organisation based in Belgium
acting as a representative in the sports sector

The members are international organisations,
taxable persons established in Belgium

and private persons established in and outside of
Belgium

There was no Belgian VAT number active

Outgoing transactions
Invoicing of membership fees

Delivery of goods and personal services to
members (e.g. participation fees, ...)

- Re-invoicing of costs
Grants / sponsorships

No submission of periodical VAT returns

No VAT deduction on the incoming invoices

No payment of VAT on the incoming invoices from
service suppliers established outside of Belgium
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Practical case 2
VAT risk

1. Analysis

Meeting with the customer

- All the outgoing transactions/income
resources have been clarified

Result

- The association is a mixed taxpayer
(all transactions subject to VAT except
the exempted immovable rent (minimal
amount)

2. Actions for the future
« Applying for a Belgian VAT number

« Correct invoicing of the outgoing
transactions

— with BE vat to members/customer
established in Belgium/private persons

- without BE to taxable persons
established outside of Belgium

3. Analysis of the consequences for the past

The majority of the members/customers is established in Belgium P transactions should have been invoices with BE VAT

- Risk for 1 year: 580.000 EUR payable VAT + 20 % fines (121.000 EUR) + interests (0,8 %/month)

- Risk for 1 year: 20 % fines on the non paid VAT (25.500 EUR)

VAT deduction on the incoming invoices for 1 year: 129.500 EUR

The association received invoices from foreign service suppliers for which BE VAT was due (but was not paid)

» Financial risk = 580.000 + 121.000 + 25.500 - 129.500 = 597.000 EUR
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VAT opportunities and/or risks for associations

Practical case 3
Lobbying and individual projects

Non profit organisation based in Belgium acting
as an organisation for defending and promoting
of mental health

« The members are taxable persons and
organisations established in Belgium and Europe

There was no Belgian VAT number active

Turnover

— Invoicing of membership fees

— Separate fees for advisory work
— Sponsoring

— Fees for specific projects paid by individuals or
by a consortium

Costs: invoices from administrator based in other
EU company

No submission of periodical VAT returns

No VAT deduction on the incoming invoices

No payment of VAT on the incoming invoices from
service suppliers established outside of Belgium
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P

Lobbying and individual projects

1

ractical case 3

. Conference call with the customer

Determining the aim of the organisation: lobbying and representing and defending
the interests of all members

Defining the transactions that were covered by the membership fee: conferences,

seminars, sharing of knowledge

Defining all activities which were covered by a separate payment: projects
requested by one or more members and paid by them, advisory work, ...

Defining the incoming invoices where Belgian VAT was due

¥

The association is a mixed taxpayer: only the membership fees are exempt and

the largest part of the turnover is subjected to VAT
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VAT opportunities and/or risks for associations

P

Lobbying and individual projects

ractical case 3

2. Actions for the future

Contact the administration in order to propose a
plan for rectification (3 years) - avoiding
penalties by informing the administration
spontaneously

Applying for a Belgian VAT number

Correct invoicing of the outgoing transactions:

— with BE vat to members/customer established
in Belgium/private persons

— without BE to taxable persons established
outside of Belgium

Determining the vat due on incoming invoices
(invoices administrator)

Determining the global vat deduction
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3. Analysis of the consequences for the

past

Membership fees: exemption confirmed
Individual projects and advisory work:

The majority of the customers is established in
Belgium P transactions should have been
invoiced with BE VAT (VAT due, interests)

— How to invoice EU customers without VAT
number? VAT is due in their country - the
customer must contact his local administration
and apply for a VAT number - the number
must be communicated to the organisation
and mentioned on the invoice

— The organisation should inform their members
of these obligations and assist where required
to avoid problems

VAT opportunities and/or risks for associations.
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Conclusion
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Conclusion
Correct VAT analysation of the outgoing transactions

ancial gain (past) or
k (past/future)

Complex transactions

+ Membership fees

+ Sponsorships

+ Grants

+ Organisation of congresses
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Divers topics
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Immovable rent - changes as from 01/01/2019

Optional taxable Short term rent
immovable rent

New buildings » Short term =

max 6 months
B2B context

Not optional
Optional

Not for immovable

The renter has to use property used for

the building for its habitation or for

economic activities exempted
transactions

Revision period =
25 year
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Belgian implementation of the UBO

What?

A central register managed by a department
within the General Administration of Treasury
containing data on Belgian companies and other
entities and their underlying
natural persons (ultimate beneficial owner)

Why?

Implemented by the fourth Anti-Money
Laundering Directive

When?

The data must be submitted to the register for
the first time by 30 November at the latest
How?

On the platform MyMinFin (not available yet)

register
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Although Deloitte verifies the reliability of the information given, such information is general and Deloitte may under no
circumstances be held liable for possible errors that might occur as a result of the use or the interpretation of this
information without the assistance of Deloitte.
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