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education, games and games of 
chance, Internet-based auction ser-
vices, miscellaneous services includ-
ing e-books, audio-visual content, 
still images and music and subscrip-
tion services that are provided “by 
means of an electronic agent, elec-
tronic communication, or the Inter-
net”.

2. Foreign suppliers are required to 
register as a VAT vendor when the 
value of their supplies cumulatively 
exceeds ZAR 50,000 (approximately 
EUR 3,200).

3. The South African Revenue Service 
(SARS) has issued a draft ruling say-
ing electronic services suppliers are 
no longer required to register for VAT 
if they supply electronic services only 
through an intermediary platform.

4. Electronic service providers must 
use the exchange rate published by 
SARB (South African Reserve Bank), 
Bloomberg or the European Cen-
tral Bank on the date of supply, the 
exchange rate on the last day of the 
month preceding the time of supply, 
or the monthly average exchange rate 
of the month preceding the supply. 

5. Electronic service providers may ad-

vertise and quote their prices exclu-
sive of VAT on condition that their 
website contains a statement that 
VAT will be levied on the supply of 
electronic services. 

This amendment has only been ac-
tive for two years and so commentators 
are expecting further changes and clari-
fications on the Act and related regula-
tions.

Graeme is the National Tax Partner for 
Nolands. He obtained his BCom (Hons) 
degree at Rhodes University and qualified 
as a Chartered Accountant in 2009 after 
completing his articles at KPMG. He joined 
Nolands in 2011 as an Audit Manager and 
was appointed as the Tax Director at No-
lands in September 2014.
Nolands SA is a national auditing firm, 
located in 10 offices in including all ma-
jor centres in South Africa and Mauritius, 
employing almost 200 people focussed on 

providing the best possible solutions for its 
clients. Nolands prides itself on being “not 
ordinary” and in its ability to integrate ser-
vices and respond rapidly to clients’ needs.
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Is the Repeal of Quill’s
Physical Presence
Principle Unavoidable?

U.S. State Taxation

By Pablo Garciga

A major paradigm shift is on the ho-
rizon pertaining to sales tax nexus in 
the US. Historically, physical presence 
has been the lynchpin of a state’s pow-
er in imposing taxes. States argue that 
in the modern business environment, 

this concept of physical presence is 
obsolete.

On 22 March 2016, South Dakota 
(SD) enacted legislation requiring re-
mote sellers that do not have a physi-
cal presence in SD to collect sales tax 
on sales made in the state. Certain re-
mote sellers that sell tangible property 

or services for delivery into SD will be 
required to collect and remit sales taxes 
as if they had physical presence in the 
state. Remote sellers will be subject to 
these new rules if they meet one of two 
thresholds in either the preceding or 
the current calendar year: sales to SD 
 ...next page
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The change of
Slovak VAT legislation for
foreign persons 

By Marian Augustin

The amendment to the VAT Act effective from 1 January 2016 
(“Amendment”) involves also the substantial changes in the area 
of VAT for foreign non-established persons involved in B2B sup-
plies (not having a seat, place of business nor VAT fixed establish-
ment in Slovakia) registered for Slovak VAT (“foreign persons”).

The Amendment has introduced the local reverse-charge on 
supplies of goods made by these foreign persons. The reverse-
charge mechanism shall be applied to all supplies of all goods 
by foreign persons to Slovak established persons. The customers 
(locally established) of foreign persons are obliged to apply the 
reverse-charge regime on goods. In this case, the foreign person 

Slovak VAT purposes since 1 January 2016

customers exceed USD 100,000; or, 
seller engaged in 200 or more transac-
tions with SD customers. 

The law recognises that it is in op-
position to current constitutional stan-
dards and says the remote sellers’ ob-
ligations created by the law “until the 
constitutionality of this law has been 
clearly established by a binding judg-
ment, including a decision from the 
Supreme Court of the United States 
abrogating its existing doctrine” [SB 
106, Laws 2016, §8(10).] Practically 
speaking, until the physical presence 
nexus requirement is overturned, 
compliance with this law is voluntary. 
Voluntary compliance is not usually 
advisable as the automatic injunction 
does not protect sellers who have vol-
untarily complied.

The Government may act to codify 
the physical presence requirement. 
On 14 July 2016, the No Regulation 
without Representation Act of 2016 
(H.R. 5893) was introduced in the U.S. 

House of Representatives. 
The bill seeks to codify Quill’s phys-

ical presence requirement, without 
this or similar action, the requirement 

could soon be overturned. For more 
information, please see the full article 
on GGI Forum.

Pablo specialises in state and local taxes 
(SALT), with an emphasis on multi-state cor-
porate income/franchise taxes and sales and 
use taxes. He has over 20 years of cumulative 
SALT experience with Funaro 
and Big 4 Public Accounting 
firms. He is a CPA, JD with an 
LLM in Taxation.
Funaro & Co. PC provide a 

wide range of services, including accounting 
and auditing, tax reporting and compliance, 
tax advisory, management consulting, and 
transaction advisory.
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Let us know what you think about 
FYI – Indirect Tax News, we welcome 
your feedback. If you wish to be re-
moved from the mailing list, please 
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