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Application of Article 27(1 to 4) of the Sixth Council Directive
of 17 May 1977 on value added tax: request for a derogaéion sub~
mitted by the Netherlands Government o
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e ;.u&vamummu&commun1Catlon.fFOM&theaCOMNTSS?OﬂutG,th&4C0unCTL:60ncePn1ng the ¢
vt ognatrapplicationiof iAnticles27(4 6. 4Y-of the Sixth iCouncil Directive &

1,

of 17 may 1977 on value added tax1 : request for a derogataon
' submitted by the Netherlands Government

In its request of 22 march 1982 the Netherlands Government, acting |
under the abovement1oned prov1sions, informed the Commission of 1tsf;?'mf
intention to introduce into its net1onaL teg1stat1on a measure for '-_W..

derogation féom the Sixth Directive designed,to»oombat certain

,sh1pbu1lding 1ndustr1es.

5

fraudulent activities on the part of subcontractors and . persons

“providing labourwhichexist'H1thebu1lding,structural steetwork and  {

.

’The extent of the derogatzon is to render the pr1nc1pal contractor e

liable for the tax chargeable on the work carried out’ by the .°

‘subcontractor, who would normatly be Liable. The Netherlands Governmeﬂt’

»’-comments on the pr0posat are attached to this commun}catwon.

4.

Vo

‘The Commvss1on, 1n its letter of 18 apr1L, 1982 1nformed the other
" Member States of the request from the Netherlands Government. . ‘;

i

1n accordance with Article 27(4) of the Sixth D1rective the o uAf.fji ‘
_Counc1l s decwswon will be deemed to have been adopted if within- two v

© months of receipt of the information ment1oned at 3 above, neither the ZV

5

Commission nor any Member State has requested that the matter be ;

‘raised by Counc1l

9

Insofar as the derogatory measure env1saged by the NetherLands .

;LGovernment is lwmited to the scope outl1ned at 1 and 2. of this _ N
. communication the COmm!sswon does noL 1ntend to requeSt &hat the matteff‘f

be Fmsed by the Cauncil.ff*

Annex 1f

[ PRV
! B LY et ot M
C it g o e D _

T ET N e €




. .’ "Q' L4 -
Ehe proposed rules on shifting VAT in the
huilding indusiry, the structural

Note

-3 Svam

en

Introduction i " B i‘.f .

In August 1979, the Dutch Government tabled a Bill on jeinteand -
geveral Lisbility f@é the payment of sotial insurance prémiums, wages tax
and value added %ax in the case of subcontracting and the'provisiah of La-
bour. The rules set.aﬁt in the'ﬁiit are aimed at preventjhg-fragé‘im such
cases by making the contractor jeintly and severaliy lLizble for the social

insurance premiums, wages tax and VAT owed by his subcontractor(s) or by

those who have provided him with labour. However, during the Bill's passage -

tnow completed) through the Dutch Parliameni, 2 number of provisions uwere
added which, on closer inspegtion, have been found to be a majeq obstacle
to proper administrative immiementéti@n of the rules as far as VAT is con-
cerned. Consequentiy, it is now proposed that the sys{em of joint and seve-
ral Lishiligy should not spply to yAT and that instead, Ey éﬂalcg} Qith the
‘?u%es applying in Belgium to construction %irms,,p;ov%s%en sﬁoutd be made
for the Levying of YAT to be shifted from the subcontractor, or from the
person providing iébauri to the contractor. These arcang
into force simulitansoustly with the rutes on joint and sev

{which will then spply only te s@;%a& security premiuns as
1 July 1982,

cments are to entes
eral &iabiLify '
hd wages taxd on.

i
Sgope _of the proposed rules on_shifting the Liability

The statutory rules on joint and several Liability apply to all
cases of subcontracting end provision of labour, irrespective of the secior

L
.
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For practical reasons, it has been decided that for.the time

keing apptwcatwen of the rules on sh?ftzng VAT should be
certain. sectors.

concerned.

cwnfined 1o -

The sectors concerned are .those in whigh subccntraatwnq

and the provision @f Labour occur mast frequent&y and in whnnh it - was felt
that there was the g reatest neoed f@h rules 1o combay fraud& o€ the huaid»

. ing 1ndustry, the structural $teekwork industry and vnwpbuuid1ng, It is

intended that, 4n dug course - after suffacaeﬂt experience has been acquared
with the rules in these three sectors =~ tne situation wzil be rev1eued to

see whether the rules on shifting Lzah1i1tv should aiso be,applaed 1& ether

sectors of the aconomy . If 233 & resuly it 13 planned im future. to leend

these rules, the Commission of the European chmunwaxea will be 3nformed in C

accordance with Article 27(2) of the Sinth’ &1r95m1ve uwth a view to @hta1ﬂ~~
ing the necessary authorization, o

o

So as to gnsure that thﬁ LD sets of rules are piang paraiip&
Lines, the definition af "eontracting”, “sub”rﬁntract1hq" and "provision of

Labour® has generally been modelied on the statutory provisions on joint

and several liability. The term “work of a_materaa& nature” used in con~

nestion with “econtracting” and “subcontracting” should be interpreted broad-
ty. In the three sectors in which the rules on the shifting of lisbility

are o apply, the term ' w@r% ot @ material nature” would include such thxng¢
as the faying out of ?cadsf civil engineering works, pavements, the laying

ef mains, awiiage, cleaning sctivities, the maintenance of houses and bu1lﬁ4'
1nqs0 the anaﬁg 0¥ $loors, roofing, the demoiition and breaking up of
buildings and ships, repair activities of all k?nﬁs, insulation agﬁ@vw&;ns,'

plunbing, plastering, and the sonstruction of r&fﬁnery gsiumﬁﬁ ané d??%%ﬁﬂg
p%atﬁarm$,.

bilizy

s

Text_of. the ropessd.rules_on.the ﬁhifﬁngmg“f

?h@ new ru&@s a@@ t@ he anzmrperated 1nta the 1968 Turncver ?ax

Empi@mentwng @@ﬁ?%@a The t@xt of the rm&as zs g%v&ﬁ bekeu in %ta preﬁent

‘ . . Loman N


mao84
Text Box


. t -
#L? o : .
- - 0
.

It is possibhie that .he text may undergo a
- on minos poﬁnts0

draft frﬁm. number cf'amlﬁéments T

L

Article X.1. For the purposes of this Article

PO

(a2 "employer", "employment“

same as for the purpcses of the wages Tax Act 1964 (Stb. 521)-

(b) "contractor means & person who undertake¢ to another person, the pran*'

¢ipal, on the basis of a relationship that is not one of empldynent, to.
carry out for a price ¢o be paid work of a material nature relatzng to Hg
immovable property or ships uithan the meanwng of Chapter 89 of the Im~

port Duty Tariff, with the excepi1cn of pteasure craft,

{e¢) "subcontractor® means a persen who undertakes to a ccntractor@ on the

basis of a relationshwp that is not 6ne of emp&oyment, to carry out 1n‘

whole or in part, far a price to be paaﬁ, the ucrk referred to.-in subw
paragraph (bl.

b

2o For the purposes of this Article, the subgontractor is deemed to
be a contractor in relation to his subcontractor.

3 " For the purposes of this Artmc{ep any person uho, without havang '

been 50 instructed by a principal, carrwed cut, in the normal exercise of
his business, on the basis of a relationship that is not one of employment,
work wmthvn the meaning of paragraph 1<l shatt aLso rank as a contractar,
4, - For the purposes of this Art1cle, the seller of an ob;ect yet to
be constfucted shall, 1nscfar as the purchase and sale resuLts from or is
,'connected with work referred to in paragraph 1(b), be deemed to be 2 sub~
contractor in relation to the contractor. o
By way of derogation from Article 12 of the Act, thé tax on the
work carfied ocut by a subconﬁractor'shatl be collected from the contra5tor;

5.

o Where an employee wha'maﬁntains his rekétianship of employment

with the party responsible for deéuctian is provided by such party to a
contractor or subcontractor in arder to work under the supefrvision or ma-

-

nagenment of such contractor or swbcnntﬁactarg the tax shalt, by uayi@f dero=

gation from Article 12 of the Act, be collected fr@m t&e cnntractmr or sub“
contractor as ‘he case may be.

- = R ae e e
A - .

and “party respons1ble for deduct1on" mean the
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By way of derogat1an from Article 15 of the A@tp the tax whach is
to be deducted by the conteactor or subconiractor shatt be the rax wh%ch

. has becomsz chargeabte durang the tax pervod O %he bazis @f paragraphs 5
and 6. . . -

-~

JEUIRFY

By way of dercgat1en from Art1sle 35&1}§g} Qf the Act, ;the 3nvowce

to be issued shouid where paragraph S or 6 is appticabke, bear the state~
ment “turﬁover tax sh%f%ed"

8.
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