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The EU circus

28 different member states, MS
24 official languages
Overall bureaucracy

To Brexit or not to Brexit

« England

« Scotland

* Northern Ireland
 Wales

* |sle of Man
 Channel Islands

Brexit areas

United Kingdom including:
England

Scotland

Northern Ireland

Isle of Man

Channel Islands including
Jersey, Guernsey,
Alderney and Sark

ROMANIA

BULGARIA
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The EU circus

 EU institutions and bodies in brief

*  European Parliament

*  European Commission (COM)

«  Court of Justice of the European Union (CJEU)
*  European Council

»  Council of the European Union

»  European Central Bank

»  European Court of Auditors

»  European External Action Service

*  European Economic and Social Committee
«  European Committee of the Regions

«  European Investment Bank

*  European Ombudsman

«  European Data Protection Supervisor

* Interinstitutional bodies
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The EU circus

Law-making
« There are 3 main institutions involved in EU legislation:

« the European Parliament, which represents the EU’s citizens and is directly elected by them

« the Council of the EU, which represents the governments of the individual member countries.
The Presidency of the Council is shared by the member states on a rotating basis

« the European Commission (COM) which represents the interests of the Union as a whole

« Together, these three institutions produce through the "Ordinary Legislative Procedure" (ex "co-
decision") the policies and laws that apply throughout the EU. In principle, the COM proposes
new laws, and the Parliament and Council adopt them. The COM and the member countries
then implement them, and the COM ensures that the laws are properly applied and
implemented
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The EU circus

Other EU institutions and bodies

Two other institutions play vital roles:

the Court of Justice of the EU upholds the rule of European law (CJEU)

the Court of Auditors checks the financing of the EU's activities
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The EU circus
« Why are the same rules interpreted differently from MS to MS?
* Why is the story never the same?

* |t must be a circus for outsiders
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The EU circus

Example 1: Aircraft predominately used for business
— deliberate wrong use of rules

« EU VAT is governed by the VAT directive

«  NO DOUBT ABOUT IT: No MS can allow an importer to reclaim/defer 100% of the VAT, if there
Is non-business use involved from the beginning

« Permission to reclaim is often based on a creative interpretation
« Sometimes it can go unnoticed for years — and perhaps no one is caught
«  Sometimes though - the shit hits the fan (Paradise Papers)

» But some MSs has allowed it anyway to create a hub for certain industries, based on attractive
terms. Changing now

« COMis very keen to act on this and can be very aggressive
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The EU circus

Example 2: Missing or delayed implementation

» Lessee cannot reclaim/defer VAT imposed during the importation. COM is aware
« How can an AOC holder be VAT-exempt?

« Governed by the VAT directive + CJEU judgements

 MS obliged to implement the result of any CJEU judgement

 (CJEU judgements are interpreted by the EU VAT Committee and MSs

A MS can disagree in the interpretation, and do nothing

« Some MS known for lax tax policies will do nothing to gain time (especially if a local industry
benefits from using the old rules)

MS will eventually be sued by COM at the CJEU
»  Eventually another lawsuit for compensation may be required
What a CIRCUS!
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What do we know?

It takes two to get a divorce!

«  Brexit date is either April 12t (no deal) or May 22"% 2019 (deal)

« Atransition period until end 2020 has been agreed pending a final deal is made

* No conclusion seems close. Political chaos. Northern Ireland — Ireland border crisis

* Important points (Custom Union and Single Market) are not a part of the deal

* The deal between the EU and PM May must be approved by the EU and British parliaments

« Nobody can make any conclusion.  (as of Monday March 25, ... Things May change... ;-)
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What can happen?

Brexit is cancelled, business as usual — unlikely but majority for it...

Soft Brexit

Hard Brexit

No deal, possible extension?

— Uncertainty for many months/years while various aviation and customs agreements are
negotiated in details

— Most aviation related and other treaties will have to be negotiated

—  Will the EU accept an loM/UK importation prior to Brexit as valid within the EU?
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What can happen?

VAT Committee — Guidelines on VAT related issues in view of the withdrawal of the
United Kingdom from the European Union without an agreement

https://ec.europa.eu/taxation _customs/sites/taxation/files/quidelines-of-the-vat-committee-in-case-of-no-deal_en.pdf

2. Origin: Commission
Reference: Article 143(1)(e) of Directive 2006/112/EC
Subject: Reimportation of goods after the withdrawal of the United Kingdom

The VAT Committee almost unanimously agrees that the notion of "reimportation”, as referred to in Article143(1)(e) of the VAT
Directive, shall also cover situations of importation where goods have not been exported but were transported or dispatched from one
of the EU-27 Member States to the United Kingdom before the withdrawal date and are returned from the United Kingdom as from the
withdrawal date. (As a third country)

As there was no export declaration, the VAT Committee almost unanimously agrees that the person who exported the goods shall use
alternative means to prove that the goods are reimported in unaltered state within the time limit referred to in Article 203(1) of
Regulation (EU) No 952/2013 laying down the Union Customs Code. (3 years)

Link to Article143(1)(e) of the VAT Directive
https://ec.europa.eu/taxation customs/business/vat/eu-vat-rules-topic/exemptions/other-exemptions en

Link to Article 203(1) of Regulation (EU) No 952/2013 laying down the Union Customs Code
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=0J:L.:2013:269:FULL &from=EN
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PROS and CONS - for PRIVATE operators

* The most simple presentation of EU importation and admission issues ever!
« Some kind of EU entry procedure is always needed when flying within the EU
« There are only two options: full importation or Temporary Admission

« EU importation and VAT are often presented based on articles, paragraphs
and law text! That it is very complicated

« Thus this presentation is based on frequently asked questions and listing only the PROS and
CONS for each option

« PROS are GREEN — CONS are YELLOW
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Figure 1: PROS AND CONS - VAT handling?

How the aircraft is imported or admitted — VAT is between 15 and 27% of the value of the aircraft!

Full importation Temporary Admission
+ No PROS compared to TA + No VAT liability, the VAT is suspended
+ Lessee cannot import aircraft, only real owner can + No tickets

reclaim/defer the importation VAT
+ No commercial freight

+ Must be used for correct economic activity minimum for
the 5 first years (the limitation period)

+ Itis complicated and comes with a huge potential VAT
liability, if aircraft is used for a wrong purpose

+ Risk of ending in a situation where an aircraft is
imported in different countries and have to adapt
contradictory rules (like handling of non-business use in
the EU versus USA)
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Figure 2: PROS AND CONS - Non-business use?

The CEO is using the aircraft for entertainment, hobby, commuting or personal recreational travel

Full importation Temporary Admission

+ No PROS compared to TA + Unlimited non-business use, aircraft can be used for
any purpose

+ Must be handled correctly worldwide (not only within + No tickets or direct payment is allowed

the EU). A domestic US trip will affect the EU VAT
+ No commercial freight is allowed

+ Proper compensation must be paid directly to the
importer

+ Imputed income will not work as a compensation (not
paid to importer)

+ SIFL values are often too low to work as a
compensation
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Figure 3: PROS AND CONS - Flying internally in the EU?

Can we fly from Paris to Hamburg?
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Figure 4. PROS AND CONS - Fixed base or longtime parking in the EU?

Can we rent a hangar?

+ None + Afixed base is not allowed, and longtime parking is not
a good idea, i f aircraft has
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Figure 5: PROS AND CONS - EU passengers on internal legs?

Can we take EU resident colleagues from London to Milan?

OPMAS



Figure 6: EU pilots on internal legs ?

Can we hire EU resident pilots?

+ None + Itis a precondition that EU resident pilots are directly
employed by the customs declarant
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The conclusion

Full importation

« The PROS: full importation will give all the necessary flight privileges for the typical PRIVATE
operator

« The CONS: full importation can have a huge economic effect and potential liability for the
typical PRIVATE operator

Temporary Admission

 The PROS: Temporary Admission will give all the necessary flight privileges for the typical
PRIVATE non-EU based operator

« The CONS: NONE
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Check the details yourself

« The10 typical errors and
misunderstandings when using full
importation and Temporary is on
our seat — flip the paper around

COMMERCIAL AND CO
= RPORAT
3 . FLYING WITHIN THE EUROPEANEUNION

== The short story aboyt

«  The short stories about full = fullimportation
importation and Temporary
Admission is on our table outside

« We are available during the
conference
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