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d7tell E3kd S vk sfAlstejop & Aol Faw, EU F7HRAA AR
2 AZ" ‘HZF(subsidies)’= A FEF XA A+

o], 97|l A < ZF(subsidies)’> LWbH oz AR YEE FHE= it
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" https://www.gov.uk/hmrc-internal-manuals/vat-supply-and-consideration/vatsc43000
® 2002. 6. 13.2} F-HAF A T4 Keeping Newcastle Warm Ltd v Commissioners of Customs and Excise (Case-
C 353/00) AM1 =
A 79 2 ()AL A &2 (price discounts)’ S FFA 7| ZA] 7MH o] FaEE FEY S
ojmlshaL, ‘2o E(rebate)’ = & H A 7] o] Foll 7HA o] FHAadts FEHle] #le o|vhti(Tianhua Yang,
<The Impact of Discount and Rebate on VAT in EU>, Master thesis International Business Taxation, Tilburg
University, 2017, 8 ¥ 3+x).
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v whg-A o] Bl Azt 95 TEE AFAAE ol AR edA A

9% FFAAL, 1 e AZdtelol e AR, A ASAE &
MA7E o) & ARgETA AL Asht §98 B4 mE ¥ AH0E A

Foha, e Al Sstel AAe WAE 3] Witk B3, el 1904
A R A EA10A Bee ()Fe) @FEe Selde RAAAEE e
2E A AAAEA e AES, BF (PR Selue 2o A

HRdoms AAA Hrtd A S (R A drtd g A s ol obd mhd g As)ell 7t

garol 19943 HIMZFA AR HEA10A T 4 QTS S o] A
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vl wheA o] whapel YlE wlvbe,
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s}uyalt.

9 v @ mad, ¢ @QFE Ge 2 A4St 4887 ) ()
wehat olgle] ARNE At §9& AEws dol kel ALHE A
(b) A} 8L AT et weAZ AR AgdA AT
U gofo] HHE RIAAE WReA e A

obgel, W o]F o) wheA Ao FFE FAEAA Aol Hrt
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CEA10A T4 (HF Fx).12 o=, 2nf vbe-A 7 wad vkl 5 AbEelA
I AAE FEE AlFekE, 2 ovkeAs Yool v iR EA 7lsE 8t

= Aol ol FRUACEAY AF 4TS aA Hi Aot

. F= F7P7EX Al 3LA|(Notice) 7009] 7178

Ao B-7}7FX Al LAl T00(VAT Guide; VAT Notice 700)'& H-7171x] A ¢ @&
g oarF I AR "Ape] #E stol= S s fAHOEA, I Al
3l & 3F= HMRC(Her Majesty Revenue and Customs)oll 4] aLA]8k= Wj-g-o]th. g
ZF7FX Al Al 70018 2014, 12. 17.9) LA E o], 2016. 11.0] 71 HAY Y& o=
Mol = At

1. 95 FI7EAA 1A 7009 M EE FF FAHAT.2%)

g3t RIFZFRIA 3LA] 700 o] A|7.2x%E A EF(Tax Value)ol #alo] tofe-3)
2ol Fgskal Utk
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>,

12 92 10A 4 (4)FE 1w o] s H}—c’rﬂ o] T, e 60 AE&HE v-A 9 mpxrhA
Ao R HFgErha fAste Jded, 9 6 & 7IE Wi JFX vk F 5 (Treatment of other
kinds of face-value voucher)oll #-&}o] JFA3}H A, 0] 23 vl o FHo] YF AR o7 RASAA Y 3}
Aol ek AAlskal ik

113 Walter van der Corput, <Astra Zeneca - The VAT Treatment of Vouchers>, ¢International VAT Monitor(2010

W 9/10 € %)Y, 2010, 365 -2 “when they(vouchers) are supplied after they were issued, the vouchers cease to be

“retailer vouchers” and they become a different type of voucher.”2} 1L 3} 3L 9t}

114 https://www.gov.uk/guidance/vat-guide-notice-700

15 o] RIZFAA 1A= Hell #e WEe] wE e yEs Ha k. dE Eol A
Al ZLA] 700/1 & F-IH7MA A AFE AR TS oF k=R o] F-(should | be registered for VAT?), §-7}7}4]
Al LA 7002 & 2% e FEE AR 5 S(groupd and divisional registration)ol] #3}e] FASEAL Q)
= Aot B =R, FUEAAY] dRbAQl Jtele JES s UMl LAl 700 T, AR
¥+ (Business Promotions)oll #+3k F-7F7E] Al 3LA] 700/7 & SR AR AT}
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AFFo] Ay, FFas A= <TE9 =E(credit note) S Wk sl o

QAY, AFFo] o] skl F Y-S AlFHtom 1 AlHol A FEFo] FAaY
v A o] FI7MA A 1Al 7002 $-Eviel dlHY 2016, 8. 260 A

2015758959 AUt A| HA Y vl X2 wld g x] AFE Aol AlHS FRA

T e fEUe BAAIAMAE AAstE wot Ak $evet 2o
AAARE Y A A G RAAAA DA 700 FozE AF 27

Al RIS Fofst= Aol @@ B sheAe] slvh AFAAE mtdE A

S QT WA A IA 700 &, AR wEO] weel At Al 182 28 FEHES D Ak

53], = F77FAA 3Ll 700 Al 18.2.1 & thed o] grAgstal dvk whek ARG abrh arAel Al
A4 NS AFFoEH, nAo| AP T AYZFE “H%‘*ﬂ"—'i% SAREaLAE gk, AL
ARt A G FshE & AMAE x| FUPMAA s 2 8T ik wheF ol &
ZAs ok 3o, AbdAtel Al mE 2ol oty A, AFYAE A E Y =E(credit note) S
TN A B, AFAE AAle] 1 RES B AEta glow Huh AFE, o] FojgtiA ARG
27F 2dR wECE st g4, ae] Algol #3k cu¥l :=E(debit note)’E LAY I QT

FaES U mEx oA Fa3 AUy =B $UF TS o
Wyl Rt RE A AUy =E(credit note) o] tSdlE de e Ao
HolAwl, 1 Z1A e Fl Al suet RITHAANE FAASARA A= fAE A A

Z+E o},

18 ofo] Tjshol A, MHAE AT ALgEE AdelMt TRAM AL AFHE Sl ool
1 4 9l web wjeA Abg AdelAe] FaAXQ Weloleku Kby, AFHel Ao} zge
o= Aele] glojd Zolth thl, YREe] nAdeAE AgelE ATHoR ARF x| B
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E AFshiaA, AAsAeR dQs AwgsrlE EHer] "ot ay o=

oy

BAZAA A T000] ZAH Gele] Fgol AdAe] AT wmET WY
& ool AFHOER AL 2T & At /T Astn 9E A 2,
$ee P AR e RE vt Adz Ad Ao 249 Wyolu A
48 e Fgsa 9A gk mebd e Ade P AEY Al
#E Selete] AMES PESE BN, 9T FARHA 24 700 4 =

A G| B3 AFH A 24

Lo

i)

< s & 287 Sl
. A B2 B3 g EA7EAl A 700179 A
1. AFY BZo B3 9= BIAAA A 700/7¢8] FA AA

G FIRA A Al Folle, AFY #Sol #ste] MER fAsA e 1
Al7F deh vhE AR vl 3% (Business Promotions)oll #@ = H-7L7RA Al o
A(VAT Notice) 700/7¢]th(e]al «“@=r #+5 A7t sheh). ™ o= 3= 1A=
2012. 5. 28. A= AlPH =], olE 7|IE9 A #ulEI A A #eE 314
700/75 thAlsh= Aolal, AtAlE AREI AELsrel @3k aiA] 700359 W8
e xgea e ok

Ao FE= uAE FE= A AES AEZE(Gifts and Samples, A2 WA A4x),
H] = 2 o] 7}F(Non-monetary consideration, #]5%), A} (Goods linked in a promotion,
A6x), TAFE (Money-off Coupons, #|73), vF-9-# (Face value vouchers, #|83%),
70 <1 ¥ (Cash back, A19x), =< E] A 7|(Loyalty Schemes, #|10%)% H/F3lal At}
B FEH A, AEFI AR EFS sk dar, RIFES vRA ()

E THEsta low, A 29 AAE RF Esa vk Aol mi-

A9} womz, vilel Adel @5 $AAA A 700 o 24 WAol Tk Aol AAL
= ouhe AR ejelv) gt

119 https://www.gov.uk/guidance/business-promotions-and-vat-notice-7007

120 oz w2 wA] MFeo] A58 (Detail) 33: It replaces previous versions of Notice 700/7 ‘Business
promotion schemes’ and includes the content from Notice 700/35, ‘Business gifts and samples’ which has been
cancelled.
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o #= TA] A0z Z<LE A A (Loyalty schemes)ol] #3}e] th5-3F o]

=AY AAE AR ZEe] WaAlg Betel, AQARTE ] g
wA EE F5 Pl b Wl AAAAE Aol L. o] W W

Z}(original supplier)7} Al&& F% AT, e FFA

X
rlo
(o,
e
lo,
ofl
il

E] AAE o] gl #=HE 5 S = AH(scheme promoter) ZH-E A

b (payment) S ¥HE A3RL BAAS AlFE7]E kg e A -oE 1 A13A

Ao = IA] A1042= AR K AFF T AH(third party reward supplier) ol 7]

Alw ek Gabael wekod, thaak o] skl Tt

AFRAAZE AR AT EAel Al Awd AES BASH AH(reward
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gRso a0, 3 Y(collector) SR FE] A Fe BE G370 ulrtel Fo,
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X
of
ull

Z}(sponsor supplier), A ZQA}, FHZ=2}(promoter) = F-E A F RS

BE OI71E g3k 7S v)Eo g S}

ATE EU F77EA A A A A gzl B AN E JdudEs) oyl o
= BE gAY A= BATFA A A FH Aro] #ake] wj A N E A
7F B S e v 2012 - H AN A3 Y At E o] dF

s wE Al Al 102 Fo wEW, AP A 2AE AAE 0T

4] = AR el (3
HA(collectors)’ 0.2 &=3taL, axlo] uh= Astt &9 FlE S8 EJIES FAAZIAL I EJE
& AHEete] RS ‘?:L*E TR = vl v
12 o9} yr#ste], Jo WU U=Z$(Redrow) HES AW E Hart v} d=2-9(Redrow)s F
g a4 %HH?JX}“#H] a7zl A ’L%— ‘"lz‘—lE Hujd o o] mAo] V& FEE vikshs HHolA
TAGAAA AET e vEE BAdste] Ttk S P =2 (Redrow)7t A&7 SH[YAL 5
—’Fsi Hlg-oll sl v QdAl oAl S ‘?%% T deA AR FARHEe FAHGAE] TEe T

FrAfel Al o] ol HaL, H=R2-%(Redrow)oll Al o] Folxl o] ofm =, wjd AN E A7} &7ksstrhar
EOLﬂr ghH e W2 g E=29(Redrow)7t BAGE Tl i HlBo] FE AFAAS] AR
dato] AZHAL, AAELS 7]E FHd w3 wjE=Tt Jbestolof AlEE FE S AF9A HEE,
AR M EZ-(Redrow) 7} 91 S/ 45 A& Qlete] A=E 1A4S FHE 5 e oods ¢
ATk = 5 3= o)A, ofell wRk widAle T AI7E &g ojof ghrpa dts)

oYt =29 (Redrow) HZEL F= BFF A BATFAANA AFE Aibgel #ste] v
A FATF BrlsetEE A% AP 98 Eedo] Holl, HE=E-9(Redrow) Ao AAE 9
G Aol Agete] sfAstaat sk ol HlFo] BW, Hl=29-(Redrow) W] 3}
B A gAY Bl AHS A Este Vs AR }t AL A WE ARQrel] whel A
E}EA A ddsof & AR Add Ao B

g ==2-%(Redrow) HZo| walol= g7 FAlRH el iAol Eo] A iy AF#1 3 (Internal
Manual)® % ‘Direction of supplies: The Redrow case: Facts and Judgment® -+ 3.
(https://www.gov.uk/hmrc-internal-manuals/vat-supply-and-consideration/vatsc90600)
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94 73 HE

T B89 4 (Goods and Services Tax, GST)2h= o] 5o & HIM7MA| Ao 3
g HES T YT F EFEGA B AR FaEs duiivAgs S
Holl = FI7MA Al o] EAS 7HABR, 359 =384 ntdg Al #

L 5% BELAAY 74 F FAGE A B FA

T3 EEEGAY mEY, EEFEY9A 9E5E flst AMAR &
A EEE A WAl AY MigAld FAE e A97F oy et STl A
s BE Aglel &6 tiste EFEGA FAFE Atk oA gl
A= () AW FeEE 77 AFHIL (i) RS 298k FAAA o] F
ol o (i) ‘et Feo] glojop k= Q7] HAFIE® of 7oA AW
A a7l Fuj thrhe]l x| F(Sales for Payment) £71& RE FAd AT oH 8
o) 5 oAl wgk Adrr dojue Ae= ek, (i) oFE oldetA &

o ARE Asetg

<)

.

1. IAFAPAAZY #J} 559 EFLY9A +A

T A I3 (ATO, Australian Taxation Office)= 2012. 4. 4. “EE& A 1A%

A ghs Ao E3F89A4 7+ (GST: Loyalty Programs - Goods and Services Tax

124 https://www.ato.gov.au/business/gst/when-to-charge-gst-(and-when-not-to)/taxable-sales/

15 53 Bx22AM 74 = A A A (Taxable Sales)oll 3+ 7+4 2. If you are registered for GST
— or required to be — the goods and services you sell in Australia are generally taxable unless they are GST-free or
input-taxed.

126 Tg be a taxable sale (that is, a sale that has GST in the price), a sale must be: (i) for payment of some kind, (ii)
made in the course of operating your business, (iii) connected with Australia(Z A= H 24k AF9D).

127 For a sale to be taxable, it must be made for payment. This is usually monetary but can be another form of
payment, such as: (i) goods or services provided instead of money, such as barter transactions, (ii) payment in the
form of refraining from doing something(Z kA= # <A} AF39)).

75


https://www.ato.gov.au/business/gst/when-to-charge-gst-(and-when-not-to)/taxable-sales/

Ruling, GSTR) 2012/1(¢]3} “&F =
3l 2003. 8. 14.°] & 1= dF R A5 T3 F A (consolidated ruling)S 23§ &}
AP T 2dE AN, aAFAAR(ELEE AR)E YA EFE9A

o BAE o g

5% 2dE FAL ndeA Amel et nAFAA R Bafo] AlaE

Eol AAsHA st vk o5 ZAE el EQIE(points) gkl % H s}
=

o 3] < (program member)™: L AFAAA L SFAe}t Y AGS P a7
T A = FFolshe AbrE v

o TR /A% & A (program operator): LA Z=A A= FFo] H]o] gl

of

AS e, 33 Aoks Pa, oy BEVS Y 3E

Aks P FAE ougtt. dA4E aAF4A LS P
S5, Al A3AA 9FE F S5 U

o XQIE FFE(point fee): AAFTHA L] FGA7E ol oA HE TR
a9 GEYE gig #AA, 15 AAEdA EJIEE BHjsta
UA 1 gi7tR FEEkeE T ae|th

o X2 IEU(program partner): A% FGAo| Al EQJE FFEE A

https://www.taxinstitute.com.au/news/gst-loyalty-programs-gstr-2012/1

B e AR -GS, ok =E,2014,98 W FHE
http://law.ato.gov.au/atolaw/view.htm?docid=%22GST%2FGSTR20121%2FNAT%2FATO0%2F00001%22

B 53 2dE FAA <3 Y (program member)’e 9= BE w A4 3] (collectors)’e] A FAFS

S orloln wAFAARE BOE A8, ¥ xeaw GEUA nASdl EAES 498
far oj® w4 FEUG mANA LU= tfd wAS AFHAEA, 4 nAEe 59 AR
AT FAEE BAGT QEA 5 ALY 5L Bl )Bstn relEst A ¢ o
v gk welt
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[2¥2-1] £F Z2EH 7A3Y UAd I4FHAAE 7|8 FX(ED 14)

Basic Structure of a Multi-Party Loyalty Program
(ChXrZt DS N EQ] 7|2 X)

Participation Redemption
Agreement ‘ ‘ Agreement
(2ol A2 (24 A2
Z2 —(§ > D2 —s > A}
oEY - AKX _‘ DEY
\ i. I. Membership
\ e l ‘ Agreement

@lg A 0:1

n74/3]

rdo

a 31/29 (ZQIE
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[$2] Asgel 948 4UAY, 97, 57 BA 74 ¢

i

1. 449 H717FX Al XA (EU VAT Directives)9] 4

Article 73. In respect of the supply of goods or services, other than as referred to in Articles 74
to 77, the taxable amount shall include everything which constitutes consideration obtained or
to be obtained by the supplier, in return for the supply, from the customer or a third party,

including subsidies directly linked to the price of the supply.

Article 78. The taxable amount shall include the following factors; (a) taxes, duties, levies and
charges, excluding the VAT itself; (b) incidental expenses, such as commission, packing,
transport and insurance costs, charged by the supplier to the customer. For the purpose of point
(b) of the first paragraph, Member States may regard expenses covered by a separate agreement

as incidental expenses.

Article 79. The taxable amount shall not include the following factors:

(a) price reductions by way of discount for early payment;

(b) price discounts and rebates granted to the customer and obtained by him at the time of the
supply;

(c) amounts received by a taxable person from the customer, as repayment of expenditure
incurred in the name and on behalf of the customer, and entered in his books in a suspense
account.

The taxable person must furnish proof of the actual amount of the expenditure referred to in

point (c) of the first paragraph and may not deduct any VAT which may have been charged.

2. 20123 SR BN L3 vl-H o #3 B A A F AR A

Article 25 (d) the distribution of a multi-purpose voucher by a taxable person, other than the
issuer of the voucher, where the voucher is supplied to him at a price below the nominal value
by the issuer of the voucher or from another taxable person acting in his own name;

Avrticle 25 (e) the redemption of a free discount voucher, where the taxable person supplying the
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goods or services to which the voucher relates receives consideration from the issuer.

Avrticle 30a “Voucher” shall mean an instrument carrying a right to receive a supply of goods or
services, or to receive a price discount or rebate with regard to a supply of goods or services and
where there is a corresponding obligation to fulfil this right.

“Single-purpose voucher” shall mean a voucher carrying a right to receive a supply of goods or
services where the supplier's identity, the place of supply and the applicable VAT rate for these
goods or services is known at the time of issue of the voucher.

“Multi-purpose voucher” shall mean any voucher, other than a discount or rebate voucher,
which does not constitute a single-purpose voucher.

“Discount voucher” shall mean a voucher carrying a right to receive a price discount or rebate

with regard to a supply of goods or services.

Avrticle 74a (1) The taxable amount of the supply of goods or services redeemed against a multi-
purpose voucher shall be equal to the nominal value of that voucher, or in the case of partial
redemption, to that part of the nominal value which corresponds to the partial redemption of that
voucher, less the amount of VAT related to the goods or services redeemed.

Article 74a (2) The nominal value of a multi-purpose voucher shall include everything which
constitutes consideration, including the VAT amount, obtained or to be obtained by the issuer of

the voucher.

Article 75c In respect of the supply of the redemption services referred to in point (e) of Article
25, the taxable amount shall be equal to the price reduction granted to the customer and

reimbursed by the issuer, less the amount of VAT related to the supplied redemption service.”

3. 2016d EU HI7P7HAA AR A 1A

Article 30a (1) ‘voucher’ means an instrument where there is an obligation to accept it as
consideration or part consideration for a supply of goods or services and where the goods or
services to be supplied or the identities of their potential suppliers are either indicated on the

instrument itself or in related documentation, including the terms and conditions of use of such
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instrument;

(2) ‘single-purpose voucher’ means a voucher where the place of supply of the goods or services
to which the voucher relates, and the VAT due on those goods or services, are known at the time
of issue of the voucher;

(3) ‘multi-purpose voucher’ means a voucher, other than a single-purpose voucher.

Article 30b (1) Each transfer of a single-purpose voucher made by a taxable person acting in his
own name shall be regarded as a supply of the goods or services to which the voucher relates.
The actual handing over of the goods or the actual provision of the services in return for a
single-purpose voucher accepted as consideration or part consideration by the supplier shall not
be regarded as an independent transaction.

Where a transfer of a single-purpose voucher is made by a taxable person acting in the name
of another taxable person, that transfer shall be regarded as a supply of the goods or services to
which the voucher relates made by the other taxable person in whose name the taxable person is
acting.

Where the supplier of goods or services is not the taxable person who, acting in his own name,
issued the single-purpose voucher, that supplier shall however be deemed to have made the

supply of the goods or services related to that voucher to that taxable person.

(2) The actual handing over of the goods or the actual provision of the services in return for a
multi-purpose voucher accepted as consideration or part consideration by the supplier shall be
subject to VAT pursuant to Article 2, whereas each preceding transfer of that multi-purpose
voucher shall not be subject to VAT.

Where a transfer of a multi-purpose voucher is made by a taxable person other than the
taxable person carrying out the transaction subject to VAT pursuant to the first subparagraph,
any supply of services that can be identified, such as distribution or promotion services, shall be

subject to VAT.

Article 73a Without prejudice to Article 73, the taxable amount of the supply of goods or

services provided in respect of a multi-purpose voucher shall be equal to the consideration paid
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for the voucher or, in the absence of information on that consideration, the monetary value
indicated on the multi-purpose voucher itself or in the related documentation, less the amount of

VAT relating to the goods or services supplied.

4. 1994 F= F-7}7}2) A (Value Added Tax Act 1994)

Schedule 10A 4 (1) This paragraph applies to a face-value voucher issued by a person who— (a)
is a person from whom goods or services may be obtained by the use of the voucher, and (b) if

there are other such persons, undertakes to give complete or partial reimbursement to those from

whom goods or services are so obtained.

Such a voucher is referred to in this Schedule as a “retailer voucher”.

(2) The consideration for the issue of a retailer voucher shall be disregarded for the purposes of

this Act except to the extent (if any) that it exceeds the face value of the voucher.

(3) Sub-paragraph (2) above does not apply if— (a) the voucher is used to obtain goods or

services from a person other than the issuer, and (b) that person fails to account for any of the

VAT due on the supply of those goods or services to the person using the voucher to obtain them.

5. g BI17FX A 7Fo]l= aLA] 700(VAT Guide; VAT Notice 700)

Article 7.2 The tax value of a supply depends on what you are given in exchange for the supply.
This is called the consideration. A consideration is any form of payment in money or in kind,
including anything which is itself a supply.

The consideration for a supply includes any payment that you are given to cover your costs in

making the supply, unless you incur the costs as an agent.

Avrticle 7.3.2. Discounts

(a) Unconditional discounts

If you offer a customer an unconditional discount, and the customer pays the discounted amount,
then the tax value is based on the discounted amount.

(c) Contingent discounts

If you offer a discount on condition that something happens later, for example, on condition that
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the customer buys more from you, then the tax value is based on the full amount paid, if the
customer later earns the discount, the tax value is then reduced and you can adjust the amount of

tax by issuing a credit note.

6. A B=o) #3 F BIL7EX Al LA (VAT Notice) 700/7

Article 10. Loyalty schemes

10.1 Introduction: There are currently a large number of different schemes designed to
increase turnover and maintain customer loyalty. They do this by linking purchases from a
business to a reward, or reduction in price on subsequent purchases, by the issue of points. They
are seen as a marketing tool that offers retailers an opportunity to collect accurate customer data.
In some cases the reward may be provided by the original supplier. In other schemes they may
be obtained from a third party who is contracted to provide the rewards for which they receive
payment from the original supplier or from a scheme promoter.

10.3 More complex schemes: More complex loyalty schemes may involve a promotion
business running the points scheme. This can result in multiple sponsors, multiple reward
suppliers and some sponsors that are also reward suppliers. Each stage of the scheme needs to
be examined carefully to confirm the correct VAT treatment. But, there is such a great variation
in the structure, mechanism and operation of loyalty schemes of this kind that it is not practical
to set out a full guide to the VAT treatment in this notice.

If you are involved in any part of a loyalty scheme and having considered the general principles
and examples set out here, you are still not sure of the correct VAT treatment, then you should
contact our advice service or your usual HMRC point of contact for advice.

10.4 Payments to third party reward suppliers: Payments made by a business to a third
party reward supplier usually represent third party consideration for supplies made by the
reward supplier to the collector. Any VAT charged by the reward supplier cannot therefore be
reclaimed as input tax by the paying business as the supply is to the collector.

The reward supplier should account for VAT on goods and services supplied to the collector in
the usual way. The consideration will typically be the total of anything in the way of payment
received from the collector, plus any consideration received from the sponsor supplier,

manufacturer, or promoter.
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10.7 Loyalty discount Cards: Retailers may provide loyalty cards free of charge to
customers allowing them to purchase further goods and services at a reduced price. In these
circumstances only the amount of consideration actually received by the retailer is the taxable
amount on which VAT is required to be accounted for.

10.8 Promoters who are a separate entity to the supplier or redeemer
This applies where the promoter of a reward scheme is a separate entity to the supplier who
issues points with primary purchases. Any charge made by the promoter to the supplier for
participation in the scheme represents consideration for a taxable supply. This applies whether
the charge equals the value of points issued, or if another basis of charging is used. VAT must be
accounted for by the promoter.

In these circumstances the promoter may reimburse third party reward suppliers for the value of
points redeemed in supplying rewards to collectors. Any VAT charged by the reward supplier is
not usually reclaimable as input tax by the promoter — see paragraph 10.1.

10.9 Supplies of rewards partly or wholly for points: If you are a reward supplier in a
loyalty scheme, the supply of the reward is from you to the collector presenting the points.
Where consideration is provided by the collector, in addition to points, or by a third party
business or promoter, VAT must be accounted for by you based on the total consideration
received.

Where you supply goods wholly for points and receive no payment either from the collector or a

third party then you will need to consider the business gifts rules as described in section 2.

7. IAZFAHAES B 559 EFL A 7TAH(GST: Loyalty Programs

- Goods and Services Tax Ruling, GSTR) 2012/1

Par 5. In this Ruling, unless otherwise stated, a reference to
- a 'program member' or 'member' means an individual that joins a loyalty program
pursuant to a loyalty program membership agreement between them and the loyalty
program operator;
- a'loyalty program operator' or ‘operator' means the entity responsible for the operation
of the loyalty program, which has agreements with members and (where applicable)

program partners and redemption partners. In some cases, the operator may administer
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the loyalty program; in other cases it may outsource the administration to a third party.
a 'points fee' means a fee charged by a loyalty program operator to a program partner
for the allocation of points (or bonus points) to customers of the program partner. The
fee is charged on a periodic basis and calculated by reference to the number of points or
bonus points provided to the program partner's customers. In some loyalty programs, a
program partner may be charged other fees in addition to, or instead of, a points fee;

a 'program partner' means an entity that participates in a loyalty program run by the
loyalty program operator, upon payment of a points fee. In some cases a program
partner is also a redemption partner;

a 'redemption partner' means an entity that is engaged by the loyalty program operator
to provide rewards to members of the loyalty program. In some cases a redemption
partner is also a program partner;

'loyalty points' is a reference to any record keeping mechanism (usually, but not
necessarily, called points) which is used to ascertain the member's eligibility for
rewards. However, it does not include rights to goods or services in the form of
vouchers within the meaning of section 100-25;

‘redemption of points' is a reference to the exchange by a member of loyalty points for
goods or services. The goods or services may be provided by a redemption partner or

the loyalty program operator.

Par 7. This Ruling applies to arrangements whereby a loyalty program is established by the

loyalty program operator, and governed by an arrangement between the loyalty program

operator and each member, that have all of the following features:

the loyalty program operator provides a member with loyalty points as a consequence
of the member purchasing eligible goods or services or using a credit card to make such
a purchase;

the price paid by a member for making eligible purchases is the same as for a non
member (that is they do not pay anything extra for the loyalty points);

the loyalty points cannot be transferred for money; the loyalty points cannot be

redeemed for money;
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- to the extent that points may notionally have a value for program members, the value of
points earned in making eligible purchases is low compared to the price of the goods or
services themselves (that is the value would be less than 10% of that of the goods or
services);

- there is a record keeping mechanism in place that allows the loyalty program operator,
member or both, to track how many loyalty points have accrued;

- the points may be redeemed at some time for a reward, being goods or services or a
right to receive goods or services. The actual reward depends on the number of points
accrued and redeemed by the member. Accordingly, the greater the number of points
redeemed, the more valuable the reward to the member is likely to be.

Par 8. Other features of some arrangements include:
- the expiry of points after a period of time;
- the ability of members to make an additional payment to obtain a reward where they

have insufficient points (sometimes known as points plus pay).

Accrual of points by members

Par 16. When a member pays consideration for goods or services and gets points allocated to
them in consequence, the member's payment is consideration for the supply of the goods or
services they acquire. There should not be an apportionment of the amount paid by the member

between the goods or services and the points.

Loyalty program arrangements involving program partners

Par 17. There may be one or more supplies made by a loyalty program operator to a program
partner.

Par 18. A 'points fee' (as defined in paragraph 5 of this Ruling) paid by a program partner is
consideration for a supply by the operator to the program partner of those points which are
provided by the operator to the program partner's customers.

Par 19. This constitutes a supply of 'rights', being the rights that program members obtain on
receiving points. Supplies to the program partner for which a points fee is consideration:

- are GST free to the extent that the points would be redeemed for supplies which are
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GST free (paragraph 9-30(1)(b)); and
- are input taxed to the extent that the points would be redeemed for supplies which are

input taxed (paragraph 9-30(2)(b)).
Par 20. If a supply to a program partner for whom a points fee is consideration meets the
conditions in subsection 38-190(1), that supply is not GST free under section 38-190 to the
extent that points would be redeemed for supplies which are connected with Australia and
would not be GST free (subsection 38-190(2)). Since the points are provided to program
members, subsections 38-190(3) and (4) need to be taken into account in applying items 2 and 3
in the table in subsection 38-190(1).
Par 21. Where the program partner makes a payment other than a points fee to the operator, it
may be consideration for a different supply, or for a separately identifiable component of a

mixed supply. The facts of each arrangement determine the characterisation of the relevant

supply

Redemption of points and provision of rewards

Par 23. Where a member obtains a reward, a supply is made to the member. Depending on the
structure of the loyalty program, that supply may be made by an operator or by a redemption
partner.

Par 24. The redemption of points by a member is not consideration for the supply of a reward to
the member. Accordingly, the supply of the reward can only be a taxable supply by the operator
or redemption partner to the member where some consideration is provided, for example under
a points plus pay arrangement.

Par 25. When a redemption partner provides goods or services to the member upon redemption
of points (or upon redemption of points plus additional consideration) under a contractual
arrangement between the redemption partner and the loyalty program operator, the redemption
partner also makes a supply to the loyalty program operator. A payment from the loyalty
program operator to the redemption partner, in return, is consideration for this supply.

Par 26. The supply is properly characterised as a supply of the underlying rewards (for example
goods or services) provided to members. Whether the supply is taxable, GST free or input taxed

needs to be determined accordingly($-=F).
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Par 27. Where the elements of section 11-5 are met, the loyalty program operator makes a
creditable acquisition from the redemption partner and is entitled to an input tax credit in

accordance with Division 11.8.
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Abstract
A Study of VAT treatment on

Mileage Program

Yun Woo, Lee
School of Law
The Graduate School

Seoul National University

This article reviews the mileage program where points are
accumulated by prior transactions and used for purchasing following
products. This article reviews two types of mileage program; basic
type operated by one entrepreneur and expanded type operated by
more than two entrepreneurs. First, this article reviews the
characteristics of civil litigation claiming for providing mileage and
sample terms and conditions of mileage provision contracts. Second,
this article reviews provisions related to mileage program from EU
VAT directives, UK VAT Act, and Australia’s GST Law.

In terms of measuring the value of consumption, VAT should be
imposed based on the amount consumers had paid. In terms of tax
neutrality, the amount of mileage used for purchasing products should

not be subject to VAT. In basic type of mileage program, using
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accumulated mileage 1s merely using rights for discount, and
redeemed products cannot be treated as donation which i1s subject to
VAT. In expanded type of mileage program, payment between
entrepreneurs cannot be the 3rd party consideration for the redeemed
products. Rather, payment between entrepreneurs should be the
independent redemption service and the payment should be deducted
for input VAT.

For Korean VAT law, the article suggests the amount of mileage
used for redemption not be subject to VAT no matter by whom the
amount was accumulated. For expanded type of mileage program, if
the payment between entrepreneurs takes place when the transaction
accumulating mileage occurs, the payment amount should be excluded
from taxable amount of that transaction. If the payment between
entrepreneurs takes place when the redemption occurs, there should

be a procedural process to adjust the amount of VAT paid.

keywords : Mileage, Point, Voucher, VAT, Discount
Student Number . 2014 - 20801
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