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1 Master Data withholding tax on construction work

1.1 Introduction

From January 1st, 2002, there is a new legal requirement in Germany for Withholding tax on construction work. This new legal requirement affects all suppliers working in the building industry.
Each company which demands building contracts from a construction company, has to distinguish two possible scenarios now: 1) the supplier (construction company) possesses an exemption order for a special project or for a certain time period (e.g. 3 years).  In this case, the payment procedure for the supplier is identical to the payment procedure of all other suppliers. 2) If the supplier has no exemption order, the supplier payment has to be split up into two payment lines: 85% will be paid to the construction company, 15% will be paid directly to the local tax authority.

1.2 Maintain ACP Parameters (tfacp0100m000)

A new tab has been added in the ACP parameters to enable the user to take withholding tax on construction work into account.
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Withholding tax on construction work implemented
If the flag is set to yes, the withholding tax on construction work functionality is activated.

Due date withholding tax on construction work 
Currently, withholding tax on construction work is payable to the local tax offices the 10th of the month following the payment date. So this field is to contain the day of the following month, when withholding tax on construction work is due.

Percentage for withholding tax on construction work 
Here the percentage for withholding tax on construction work can be entered. Currently, withholding tax on construction work is 15% of the payment amount.

1.3 Maintain local tax offices (tfacp0160m000)

This session enables the Baan user to maintain the local tax offices to which withholding tax on construction work has to be paid.
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Ift is also possible to enter the bank per local tax office (tfacp0151m000) via „special“.

Maintain bank per local tax offices (tfacp0161m000)

As withholding tax on construction work has to be paid to the local tax offices, a functionality is needed to enter and maintain bank relations for the respective local tax offices.
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Bank type
The general bank type is „bank“. The option „Giro“ is for Dutch purposes.

Bank address
Zooming starts the session „bank address“ (tcmcs0520s000) where the bank address the local tax office is working with can be selected.

Bank account
This field is used to enter the local tax office´s bank account number.

Account type
The general account type is „normal account“. The option „blocked account“ is for Dutch purposes.

· Banks available for a certain tax authority must also be inserted in session „Banks by supplier“ (tccom2105m000). This is necessary for processing a payment batch to the local tax office. At time of creation of the payment batch to the local tax office this will be checked. If the bank of the tax authority linked to the supplier is not present in session „Banks by supplier“ (tccom2105m000) the payment batch to the local tax office cannot be created.
Example: 
If the supplier´s local tax office has the bank relation 

SPK, this bank relation must also be entered in 


session „Banks by supplier“.

· When the system creates the payment batch to the local tax office, it will always use the first entry, although it is possible to enter several bank relations by local tax office!

1.4 Maintain withholding tax on construction work  data per supplier (tfacp0162m000)

If a supplier is subject to the withholding tax on construction work regulation, certain information is needed.
This session can also be accessed via„special“ in session „Maintain suppliers (tccom2101m000)“.
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Exemption order
No:


The supplier is subject to the withholding tax on   



construction work regulation and has no exemption 


order.

By time:
The supplier is subject to the withholding tax on 



construction work regulation but has a valid exemption 


order (so no withholding tax must be paid to the local 


tax office).



If the supplier has a valid exemption order, the open 


entries are processed as usual.
By project:
The supplier is subject to the withholding tax on 



construction work regulation and has an exemption 


order by projects.

· If a supplier has exemption orders by project, the Baan user has to check manually, if the received purchase invoice must be normally processed (due to a valid exemption order for the project) or if withholding tax on construction work must be paid (due to a missing exemption order for this project).

Valid from / Valid to
The respective validity period can be entered into these fields.

Local tax office
Selecting the supplier´s local tax office is possible by zooming.

Tax number at local tax office
This field is used to enter the supplier´s tax number at his local tax office.

Total withholding tax
This field displays the total amount of withholding tax on construction work for the supplier. Open balances are not included!

Open balance withholding tax
This field displays the total of the open balances for the supplier, which are still to be paid to the local tax office.


NB: 
At time of payment to the local tax offices, the balance will be transferred from the „open balance“ field to the „total withholding tax“ field.

2 2. Process withholding tax on construction work 

If the withholding tax on construction work regulation is applicable for the supplier and the supplier has no exemption order, the purchase invoices and payments are processed differently.

2.1 Enter a purchase invoice with withholding tax on construction work 

In session „Maintain purchase invoices“ (tfacp1110s000) a new field has been added on tab 2.

Maintain purchase invoices (tfacp1110s000)
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So if for a supplier the additional data for withholding tax on construction work is entered, the field „WHTC Invoice“ is automatically set to „yes“. 

· It is allowed to change the „WHTC Invoice“ field to „no“ even if it is defaulted as „yes“. No check will be done if the user does so. If the field is set from „yes“ to „no“, the invoice will be treated as a regular invoice.

Thus, if the supplier has an exemption order by project, this new field enables the Baan user to change the flag accordingly.

Except for this change, the process of purchase invoices has not been changed, so the batch can be finalized now.

Maintain withholding tax on construction work open entries (tfacp4100m000)
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In the session „Maintain withholding tax on construction work open entries“, the reference of the open entry can be changed on tab 2. 
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· This reference will be transfered to table „Payment advice“ (tfcmg101) and thus to session „Maintain payment advice“ (tfcmg1120m000) when the payment batch to the local tax offices is created by using session „Create withholding tax payment batch“ (tfacp4200m000).
So if the reference in the file or on the check should include more information than the tax number (for instance for which month withholding tax on construction work will be paid), data can be added in this session. 

Furthermore, a withholding tax purchase invoice can be selected and deleted from the table, so that this purchase invoice would be treated as any normal purchase invoice without withholding tax, provided that no payments have been done yet for this invoice.

Display purchase invoices by supplier (tfacp2522s000)
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In session „Display purchase invoices by supplier“, a new field has been added on tab 3 in order to mark the purchase invoice as withholding tax on construction work invoice.

If an invoice is marked the withholding tax details can be displayed.
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This session can also be accessed via the menu browser (Baan General Menu/Baan finance/Accounts Payable/Withholding tax on construction work/Inquiries).

Via „special“, the withholding tax payment details can be displayed.
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The session „Display withholding tax payments“ can also be accessed via the menu browser (Baan General Menu/Baan finance/Accounts Payable/Withholding tax on construction work/Inquiries).

It is even possible to have the payment details displayed (via „special“).
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Supplier payments

The purchase invoice can now be selected for payment.

Select invoices for payment (tfcmg1220m000)
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Afterwards, the invoice can be maintained in the payment advice.

Maintain payment advice (tfcmg1120m000)

[image: image15.png]2 tremg1120m000 : Mai

File  Edit Options  Order Tools Special Help
T Y Y X T e e e S T R
) Eemi | Fmz |
Payment Batch [ 208
Supplier [AFL  AF Withholding Tax Supplier
L — F55  croup company 958-959
Type o i I
o [ Rooossz [0
- Fry A 1 ER [ 1 soooo0 us
e T572.50  Opentinomnt a43,00
o €A s Amontn usp 2,958,00
Pamsiusies €A o0 Anowin usp 0,00
Wi €A o0 Amowin usp 0,00
P i €A o0 Amowin usp 0,00
Planned Payment Date [e5707/2002 | Subcontacting o
Withldng TaxAmourt s43,00
Feters ==
Total payment to suppl. 2958,00

Continue.

Delete Batch





The system will propose 85% of the net invoice amount (invoice amount minus discount) for payment. The „discount“ is automatically calculated based on the 100% amount of the purchase invoice. The „withholding tax amount“ represents 15% of the net invoice amount (invoice amount minus discount).

If the user tries to change a withholding tax invoice, a warning pops up:
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· „Fiddling about“ with the amounts should definitely be avoided. If changesare inevitable, take care to check the rest open entry in the payment advice for correctness!
Changing bank relations etc. on tab 2 can be done without problems.

The payment batch can be processed now.

Compose payments (tfcmg1240m000)
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The payment batch can be finalized now. When later on the bank statement is received, the anticipated payment can be reconciled.
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After reconciliation, the payment details for the withholding tax on construction work open entry can be displayed (Display purchase invoices by supplier/Display withholding tax on construction work open entries/Display withholding tax payments).
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NB: This session can also be accessed via the menu browser (Baan General Menu/Baan finance/Accounts Payable/Withholding tax on construction work/Inquiries).

It is even possible to have the payment details displayed via „special“.
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By the 10th of the following month, the payment to the local tax offices can be processed. 

· A prerequisite for selecting the payments to the local tax offices is that the initial payment to the supplier has been reconciled in the session Bank transactions (tfcmg2100s000)! 

Create withholding tax payment batch (tfacp4200m000)
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Process up to
The field indicates up to which date (in general the 10th of a month) the payments to the local tax offices should be selected.
When this session is run, a new payment batch will be created for the payments to the local tax offices. 
If the Baan user presses „continue“ two reports will be printed: one with the selected open balances for withholding tax on construction work and one error report (which will only be printed if no errors have been detected). 
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A new payment batch to the local tax offices has been created. It is not possible to change the amounts as they are based on the initial payment amounts.

[image: image23.png]2 tremg1120m000 : Mai

File  Edit Options  Order Tools Special Help
T Y Y X T e e e S T R
) Eemi | Fmz |
Payment Bach T
Suppler R AF vicolding Tax Supplicr
L — F55  croup company 958-959
Type o i I
e [ Fowososa [ o
sy Fmy  Rae 1w [ Lowow
e 22,50 | Opentinount 0,00
o usp 2,00 Amontn usp 522,00
Pamsiusies usp 5,50 Anowin usp 0,00
Wi usp 5,50 Anowin usp 0,00
P i usp 5,50 Anowin usp 0,00
Plamed Paymert Dde Fso772002 | Subcontcting W
Withldng TaxAmourt 0,00

Reference

Total payment to suppl

[1234.12. 450654
522,00

Continue.

Delete Batch





· Local tax offices are paid automatically in home currency!

· The reference cannot be changed! If the reference should include more information, the reference must be maintained in session „Maintain withholding tax on construction work open entries“ (tfacp4100m000). (Refer also to section 2.1)

If the Baan user tries to change the amount, a warning message pops up.

[image: image24.png]tfomgs1120.01 : Maintain Payment Advice

‘ Witkholding TastPayment may ot be maintained





However, it is possible to change the bank relation, payment method etc. on tab 2.
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The payment batch to the local tax offices can now be processed like a normal payment batch (finalization and later on reconciliation in the session „bank transactions“ (tfcmg2100s000)). 

NB: 
If the payment to the local tax offices is done by check, the address of the local tax office is printed on it. If the payment is done by file, the reference of the payment displays „our“ tax number (and not the supplier´s tax number) as required by the local tax office. „Our“ tax number can be entered in session „Maintain company data“ (tccom0100m000).

As already described in the previous section, the payment details etc. can be displayed.

2.2 Manual (anticipated) payments

If for instance a check has been filled out manually (and not printed by the system), the Baan user has the possibility to create an anticipated payment, which has to be reconciled later on. 
Therefore, a transaction type category cash (main session „tfcmg2110s000“, next session „tfcmg2116s000“) is necessary. When this transaction type is used in „Maintain transactions“ (tfgld1101m000), a check number etc. can be entered. 
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If a withholding tax supplier is selected, a warning pops up.
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· In session „Maintain anticipated payments“ (tfcmg2110s000) the amount of the check must be entered. If the anticipated payment is linked to a withholding tax invoice in session „Maintain anticipated payment (details)“ (tfcmg2116s000) then the amount filled in session „Anticipated payments“ (tfcmg2110s000) will be interpreted as 85%. From this 85% the system calculates the 100% invoice amount, and based on this the withholding tax amount. 
To explain this in a formula: 
Withholding tax amount = ((amount on check/85)*100) - amount on check

If in the next session („Maintain anticipated payments (details)“, tfcmg2116s000) a withholding tax invoice is selected, an additional warning appears.
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The system automatically proposes the payment amount reduced by the withholding tax on construction work amount. The discount displayed is (as required) the discount for the full invoice amount (100%).
The withholding tax amount is displayed in the session.
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· „Fiddling about“ with the amounts should definitely be avoided. If changesare inevitable, take care to check the rest open entry in the payment advice for correctness!

The manual payment can now be finalized and reconciled when the bank statement arrives.

Afterwards, the payment to the local tax offices can be processed as usual (refer to section 2.2).

· Take care to finalize the bank statement before creating the payment batch to the local tax offices to prevent that the bank statement postings are not changed afterwards!

2.3 Direct payments 

Normally the automatic payment procedure is used for payments. However it may happen that a check has been filled in manually and the postings are done on receipt of the bank statement. 

Therefore, in session „Bank transactions“ (tfcmg2100s000), in the „type of transaction“ the „supplier transaction“ is selected. 
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· If a withholding tax invoice is selected, a warning appears. 
The system will propose the full invoice amount for payment! Thus take care to change it to 85% and keep the discount as it was calculated for 100%!
Example:
Invoice amount 
348.00 Euro

Discount (4%) 
13.92 Euro

85% of net inv. amt.
283.97 Euro
So the proposed payment amount must be changed to 283,97 Euro ((348 - 13.92)*0.85). The system will update the discount based on 295.80 Euro, thus this value must be readjusted to 13.92 Euro.

Afterwards, the payment can be finalized. 

By the 10th of the following month, the payment to the local tax offices can be processed. 
Therefore, the payment batch to the local tax offices can be created using session „Create withholding tax payment batch“ (tfacp4200m000) and be processed afterwards using session „Process payments“ (tfcmg1240m000). (Refer also to section 2.2.)

3 3. Reports withholding tax on construction work 

3.1 Print local tax offices (tfacp0460m000)

This session can be used to print the local tax offices entered in the system.
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The report looks as follows:
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3.2 Print bank per local tax office (tfacp0461m000)

This session can be used to print the bank relation of the local tax office. 
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The report looks as follows:
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3.3 Print withholding tax on construction work data per supplier (tfacp0462m000)

This session enables the user to create a report of the suppliers which are subjected to the legal requirement of withholding tax on construction work.
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The report looks as follows:

[image: image36.png]itfacp046111000 - bwprint [_[CIx]
Fie Help

el

hate - sumnyzmws pian [ p— . 3
o, e Towy ¢ o5t
T

e | st ype | mae e | s oo | svome e | s | oo coae
[T R e [ oy ——.

. 1o

) W





3.4 Print withholding tax on construction work open entries (tfacp4401m000)

This session enables to create different reports for obtaining information about the open entries of withholding tax.
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Three reports are available:

Withholding tax on construction work open entries
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This report provides a list of withholding tax open entries. 
Depending on the selection, it includes fully paid invoices or not.

Open entries (by local tax office)
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This report lists the open entries sorted by local tax offices. It includes data like payment amount, payment date, withholding tax amount, payment date withholding tax etc. 
Depending on the selection, it includes fully paid invoices or not.

Open entries (by supplier)
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The customer has to fill in a form for the local tax office. On this form, he has to indicate the supplier name and address, the supplier´s tax number, the invoice date, the payment amount and payment date as well as the withholding tax amount. 
All this data will be included in this report.
Once again, depending on the selection, it includes fully paid invoices or not.
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