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1 This is clearly stated, for example, in the guidance provided by the United Kingdom HM Revenue and Customs in its guide
for clubs and associations.

Question: Which of my activities are business activ ities for VAT purposes?
Answer: These include:

providing benefits to members in return for membership subscriptions
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2 and are becoming more common, e.g. they are used extensively for carbon trading.
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% «“Defrayment” here means formal proof of settlement of an RTD performer’s claim against the customer for services rendered.
* Grant Thornton, an experienced auditor of FP projects, have stated that as auditors they would accept this as evidence of
defrayment provided that the invoice/statement to the SME/Associations specifies this is the defrayment method being used.

® By the same process that allows a coordinator to sign the Grant Agreement with the EC on behalf of all of the Consortium
members.
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6 Article 172a, §2 — Implementing Rules
Without prejudice to paragraph 1 and to the basic act, the following costs may be considered as eligible by the authorising
officer responsible:

(c) value added tax paid, and which cannot be refunded to the beneficiary according to the applicable national legislation;]...]
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funds into the dedicated SME Account, the coordinator is notified by Fortis Escrow of
this deposit. Subsequently, the coordinator provides Fortis Escrow with the
distribution schedule after the calculation is verified. One of the beneficiaries, usually
an RTD performer represents the other beneficiaries in the settlement agreement.
The same day the distribution schedule is received by Fortis Escrow the funds are
distributed to all beneficiaries simultaneously.

As indicated above, each SME Account is governed by the provisions of the
underlying settlement agreement, with the aim to ensure the safe and efficient
distribution of the funds to all beneficiaries. The settlement agreement stipulates the
obligations of Fortis Escrow; i.e. which notifications it needs to provides, under what
conditions it is entitled to distribute funds to beneficiaries. The settlement
agreement thus ensures that the distribution of funds is at all times in conformity
with the relevant provisions of the EC Grant Agreement.
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