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The import community has

to internal shipping and logis-
tics departments as an added
responsibility in conjunction
with common traffic func-
tions.
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Importers are encouraged to
complete detailed ISF letters
of instructions that specifical-
ly detail accurate information
for each filing. It is a compli-

ISF Oversight is 1,2 been put on noticg that the ance best practi.cle to obta.in.a
.. . ISF penalties are finally a . ) copy of the ISF filing details in
Critical to Compliance reality. As of July 9, 2013, Caution and compliance at- addition to the ISF transaction
Risk Management penalty case issuances have tention should be elevated number to ensure that intend-
moved from a deferred en- when reviewing the effective- ed information was filed in
Temperature Too Hot? 2 | forcement discussion to a ness of the ISF filing manage- accordance with the intent of
current risk penalty process. ment process. It is an elevat- the importer. There is a need
OTIs, OFFs, 1,3 | Theresponse from the import edtrlstl:] falgt;) rfTOn mfe rsl{dilei to remain closely involved
NIOCCs.P community has varied from gate the ling functions to during this penalty transition
~Clay immediate shock to a calm a third party service provider period as CBP is sure to be
Attention to Proposed presence of compliance confi- _for the sake of just f_|I|ng. It is aggressive in their efforts to
Changes by the FMC dence that their specific ISF important to supervise and test the “importer” on the
process is in good standing. control each filing with an responsibility of supervision
Many importers have dropped ~ @Ssurance of accurate, timely and control of the “importer
Ask The Excpert 4 their immediate concerns and concise information. ISF security filing” data. Freight

New Guide to Letter of 5

since the introduction of the
program and various webi-

filing requirements are out-
lined in the CFR title 19 part
149 and are now subject to

forwarders, brokers, foreign
agents have traditionally ful-

Credit Law in China nars, seminars and written ; filled a service that meets the
articles from 10+2 to the penalties that range up to_ need of logistics performance
current Importers Security $5,000.00 USD per violation. in various areas in door to

Global Trade 6 | Filing (ISF) format. There are Mitigating factors exist if you door transportation, docu-

Management—LIFive those who simply delegated are a C-TPAT participant, at a ment preparation, cargo facili-

Key Criteria for an the ISF filing function to their structure of 50% mitigation. tation and timely delivery. The

Efuctive Progranm foreign agent freight forward- These amounts are very costly ISF execution is detailed, thor-

gra ers, US freight forwarders, penalties for any importer, ough and very specific to in-
customs brokers or alternate afnd req‘f_'re a ded'ca;ed eﬁ?” formation that will be linked
third party service providers. orcompliance managemen to eventual CBP entry infor-

7 . Yy

YV%AT /{;ﬂﬁ;ﬂfj. . Others delegated the ISF filing to reduce the risk of such mation and coming close will

rough Websites in penalty assessment. not meet the requirement of

Europe accurate detailed information

. necessary for compliant filing.

Maimgmg Trade 8 Continued on page 2

Compliance

Ul Wbt . OTls, OFFs, and NVOCCs—Pay Attention to

. 0,10, Proposed Changes by the FMC
Educational 11
Oppoﬁum’z‘z’w By Kelly Raia definitions, here’s a quick primer:  and are regulated by the FMC

pursuant to the Shipping Act
of 1984. An Ocean Freight
Forwarder (OFF) is a compa-
ny located in the U.S. which

Ocean Transportation Intermedi-
aries (OTIs) are either Ocean
Freight Forwarders or Non-Vessel
which arranges cargo movements
to Operating Common Carriers

The FMC is proposing a num-
ber of changes to 49CFR515
which will affect their business.
For those of you not too famil-
iar with these acronyms and

Continued on page 3
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VAT on Sales Through Websites in Europe

By Daniela Treptow
Market/Int'l Communications
Analyst

Euro VAT Refund, Inc.

North American companies
that sell products through
websites such as Ama-
zon.co.uk and Costco.co.uk in
the United Kingdom or other
countries in Europe will many
times have to deal with Value
Added Tax (VAT) if they ship
the products to any of the
fulfillment warehouses in
Europe, or directly to the cus-
tomer under term DDP (Duty
Delivery Paid).

Value Added Tax (VAT) isa
consumption tax added to
most products and services
throughout Europe as well as
in many other countries. VAT
rates of 15 - 27% will vary from
country to country. Almost all
companies in the European
Union are registered for VAT.
The company charges VAT on
most sales to customers in
their own country. No VAT is
generally assessed when they
invoice to a VAT registered
company in another country,
and they can also deduct the
VAT that they incur on almost
all their expenses, including
the VAT they have to pay to the
local customs for products
they import to the country.

North American companies
that are planning to sell
through websites in Europe
will frequently find that:

1. Around 20% VAT will be
assessed by customs in the
country of import, in addition
to the duty. This VAT is usually
only refundable if the North
American company registers
for VAT in the country of im-
port.

2. The EU websites, such as
Amazon and Costco, require
that the vendor merchant
follows the local VAT laws of
the country, which often
means that the North
American company must

register for VAT and charge
VAT to the customers. This
means that the North Ameri-
can company has to:

e  Register for VAT in the
country of import, such
as the UK

e  Charge VAT to the cus-
tomer
e Canalso deduct the VAT

paid upon import and to
vendors in the UK

When goods are shipped to an
EU country from a country
outside of the EU (for example
from the U.S. to the UK), duty
and VAT will be assessed and
have to be paid to the local
customs. If the “importer of
record” is an EU company,
they can usually deduct the
VAT in their next VAT return,
and it is not a cost to them.
The duty, however, is a cost. If
it is a private person who im-
ports, they cannot claim back
the import VAT. The VAT will be
a cost to them.

VAT registration within the EU
is usually possible to do with-
out creating any other liabili-
ties such as a permanent es-
tablishment or other. However,
this has to be confirmed coun-
try by country, and from case
to case.

SAMPLE:
North American company im-

ports and sells goods to and in
the UK and other EU countries

The company imports and
warehouses in the UK, sells to
private persons and compa-
nies in the UK and other EU
countries. Some sales are
done through the Amazon.com
website, and some are done
through the company’s own
website.

U.S. company is registered for
VAT in the UK

In this sample, the U.S. compa-
ny is registered for VAT in the
UK.

Imports from the U.S,
Value of goods

$20,000
Duty 3% 600
Value for VAT*

$20,600

20% VAT is due upon import,
and $ 4,120 is paid to UK
customs.

*The VAT value is based upon
the value of the goods plus the
duty plus some other costs like
the freight.

Landed cost is $20,600 since
U.S. company is registered for
VAT. The import VAT is refund-
able.

Sale to customers in the UK
and other EU countries. This
includes sales to Amazon.com
customers and customers
through the company website.

Sales to all UK customers &
EU private customers

$40,000
20% UK VAT** 8,000
Total collected from the UK
and EU customer

$48,000

** VAT is not a cost to a com-
pany customer, since they can
claim it back. VAT is a cost to
the private persons, as they
cannot claim it back.

Sales to companies in other
EU countries. The companies
can provide a VAT number
from their country

Sales to all companies in other
EU countries

$8,000
0% UK VAT *** 0
Total collected from the UK
and EU customer $8,000

***Assumes the company
customer is registered for VAT
in their home country

VAT declaration to the UK tax
authorities

U.S. company declares to the
UK tax authorities:

VAT collected from the UK
customers $8,000
VAT collected from EU compa-
ny customers 0
Less VAT paid upon import
*kk*k _4'120

Due the UK Tax Authorities
$3,880

VAT should always be account-
ed for on a Balance Account,
and should always be “zero at
the end of the day” for the VAT
registered company.

****|f the U.S. company had
not been VAT registered, the
VAT of $4,120 could not be
reclaimed and U.S. company is
also required to be registered
according to UK law.

The U.S. company is required
to register for VAT in the UK. In
addition, if they do not regijster
as by law, they cannot deduct
any VAT that they incur. A VAT
return is filed to the tax author-
ities on a regular basis, declar-
ing all the VAT charged, and
against that, all the VAT paid to
the vendors is deducted. “At
the end of the day”, the bal-
ance on the VAT account is
zero. The basics for the VAT
system is that it should not be
a cost to any companies in-
volved in the distribution
chain, but it will end up as
cost to the private person who
buys the product in the end.

Please contact Euro VAT Re-
fund, Inc. for clarification and
assistance, so the VAT does
not end up as a cost to the
North American Company or
its business customers in
Europe.
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