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Learning objectives RSM

By the end of this presentation, participants will be able to:

1. ldentify activities that may require overseas VAT registration and reporting for the sale of
digital goods and services.

2.  Summarize the upcoming ViDA and DAC7 changes and how these may impact your
business.

3. Explain key trends in global indirect tax around government mandated digitization of
business processes, impacting day-to-day operations.

4. Appreciate how the advancement of digital and electronic requirements around global VAT
compliance is impacting accounting systems and compliance processes.
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Agenda RSM

| | 2023 Snapshot

Digital Services and VAT
E-Commerce Goods and VAT
VAT in the Digital Age (ViDA)
Managing change by leveraging
technology
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2023 Snapshot RSM
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VAT on digital services

is managed appropriately.

RSM

The global indirect tax (VAT) landscape for companies providing digital services continues to change at an exponential rate. More and more countries
continue to place obligations on “non-resident” suppliers of digital services. With VAT rates typically between 15% and 27%, it is crucial to ensure VAT

Definition of digital services
» Definition vary across countries, with some

countries only taxing a limited “list” of services.

Requirement to register and collect VAT

* In most countries, a nonresident is only required to
register if they provide services to private individuals
(B2C supplies).

DIGITAL
SERVICES

Digital services tax

* These are typically gross receipts taxes
based on revenue streams earned from
domestic customers.

11
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Commercid Compliance requirements

+ Oftentimes there are specific simplified VAT
registration and compliance requirements.

Commercial considerations

e Collection of relevant information from customers to
substantiate B2B or B2C status of customer.

*  Determining whether to use VAT inclusive or
exclusive pricing.

\@)
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Electronically Supplied Services (ESS) RSM

ooo In a B2B context, VAT is typically self-accounted for by the
ﬁ%ggg%‘ foreign business customer under the ‘reverse charge
/ [N e 1T mechanism’, although exceptions exist in South Africa,

Foreign business  Ryssia, and Malaysia.

customer
[
ooo
BEe]
ooo|000 . . .. 3
ﬁ{ﬁ —{7H In a B2C context, private individuals cannot self

U.S. digital account for VAT and no VAT is collected unless the
3. dig \ customer’s jurisdiction has enacted rules specifically
supplier around digital services.

Foreign private
consumer
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Marketplaces and 'Onlyfans' case

\

Supply of content

>

Creator Platform

-

Commission:
20% $2

-
w

Supply of content

—

Subscription:
$10 + $2 VAT

Customer
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Global
logistics
platforms

One stop
shop in the
EU

E-Commerce and challenges on goods

E-commerce

Challenges

Marketplace
facilitator
rules

Low value
goods and
VAT
registration

Import OSS
in the EU
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Implementation
date

Registration
Threshold

Low-value
threshold
(i.e per parcel)

Applicable to B2B
or B2C sales

Who is
responsible for
VAT/GST where
goods sold via
OMP (marketplace
or seller?)

July 1, 2018

AU$75,000
(approx. $55,000)

AU$1,000
(approx. $730)

B2C

Marketplace

,) Low value goods regulations

)—m

Dec. 1, 2019

NZ$60,000
(approx. $42,000)

NZ$1,000
(approx. $695)

B2C

(can opt to tax all
sales, and issue
tax invoices)

Marketplace
(unless goods sold
by NZ seller-but
can opt for
marketplace to tax
regardless)

April 1, 2020

NOK50,00
(approx. $6,000)

NOKS3,000 per
item
(approx. $350)

B2C

Marketplace

Jan. 1, 2019

CHF100,000

worldwide
(approx. $108,000)

Consignments for
which the import
tax does not

exceed CHF5
(approx. $5.5)

B2C
(once registered all
supplies)

Marketplace

Jan. 1, 2021

Nil threshold

GBP135
(approx. $185)

B2C

Marketplace

RSM

Jan. 1, 2023

SG$100,000
(approx. $75,000)

SG$400
(approx. $300)

B2C

Marketplace
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DAC7

* Requires platform operators to report certain
information on sellers who use their platforms

beginning Jan. 1, 2023 (first deadline for
reporting is Jan. 31, 2024).

Key information to be reported include seller’s
identity details, EU Member State of residence,

financial account details, TIN, VAT/business

registration numbers, and sales/credits by the

seller.

Information obtained is shared among tax
authorities across EU Member States.

» Reportable activities will include:

the rental of immovable property
the provision of personal services
the sale of goods

the rental of any mode of transport

investment and lending in the context of
crowd-funding

RSM




_J VAT in the Digital Age (ViDA): three main pillars

European Union proposal targeting January 2025

OBJECTIVES

1. Modernize VAT reporting

2. Addressing the challenges of the platform economy
3. Reducing the need for multiple registrations

Single VAT VAT treatment of the Digital reporting

) invoicing

registration platform economy requirements and e-

RSM
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Compliance developments and how
to manage ongoing change?
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_) Government mandated digitization of compliance obligations RSM

D + Digitization of compliance obligations refers to the transition from manual often paper based
processes to digital processes and systems.

Digitalization of VAT compliance obligations can contribute to reducing the VAT gap, which is the
difference between the expected VAT revenue and the amount collected

« Measures and controls adopted by tax authorities around the world to close the VAT cap:
+ Digitalization enables reals time or near time reporting of transactions.

"N
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j « Tax authorities can access up to date data which can help them identify discrepancies and potential fraud more
..
ﬁ
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quickly than manual traditional compliance process.
» The visibility of digital transactions makes it harder for businesses to avoid or evade taxes

 Digital systems allows for better integration of data from different sources creating a more comprehensive view of
the taxpayer's compliance footprint

 Tax authorities around the world are finding that the benefits of digitization in the reduction of the
VAT gap far outweigh challenges of data security and privacy issues for taxpayers.

The transition to digital compliance is a significant undertaking for I@A%)

2 businesses requires careful planning and execution \w !
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J) Key VAT reporting trends RSM

‘ E-invoicing
‘ Real -time reporting

‘ Digital reporting (making tax digital)
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,) Continuous transactions control: e-invoicing and digital reporting

Continuous
transaction controls
or CTCs

Businesses are required to send transactional level data to tax
authorities in real time or near time. This approach has been
adopted by some countries as part of the digitization of VAT
systems to improve VAT compliance and reduce the VAT gap.
“Continuous”™ means ongoing transaction-by-transaction reporting
must be undertaken by the business rather than the usual
periodic reporting ( monthly/bi-monthly/quarterly basis).

Clearance model

Invoice and underlying transactional data is preapproved at the
time of the transaction by the tax authorities/or before the supplier
issues an invoice to its customer. This model started in the Latin
American region.

Post e-invoicing audit

26

The tax authorities audit the transaction after the issuance of an
e-invoice. Under this CTC model, it is imperative that trading
partners demonstrates the integrity and authenticity of their e-
invoices from the moment of issuance until the end of the
mandatory storage period. This method is widely adopted in
Europe and some Asia Pac countries.

RSM
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E-invoice RSM

Tax authorities are increasingly mandating e-invoicing to enhance revenue collection, improve compliance
and reduce fraud.

“Electronic invoice” means an invoice that contains the requisite information, and which has been issued,
transmitted and received in a structured electronic format which allows for its automatic and electronic
processing.

Taxpayers would be required to issue e-invoices within 2 days to both internal and external customers
In Europe, e-invoices would become mandatory for Intra-EU transactions.
Some EU Member States may opt to impose issuance of e-invoices on domestic transactions.

E-invoice is not PDF, word, excel!

Digital Reporting Requirements (DRR)

27

Digital reporting must be completed within 2 working days.

Digital reporting would be mandatory for Intra EU sale/transfer of goods and optional on domestic
transactions.

Transactions must be reported at a line-item level and not aggregated.
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E-invoicing mandate proposal

\ A

2023

Ghana (efinvocing, selected taxpayers)

\ AN

I Romania (E-transport)

Saudi Arabia(phase 2)

o Guatemala (widen scope, small taxpayers)
@- Dominican Rep. (B2B- Large)
||

Egypt

(B2Bremaining)
* Panama

* (Phase 1 for banks and

financial institutions)

I I MeXxico (CFDI4.0)

* Panama . .
* (public transportation services
must issue e-invoices)
Colombia |IEEEEE | uxe mbourg

(PoS,Feb-jun) (B2G, businesses
of all size)

5. Mexico (CFDI 4.0)

3N 2\ 4

India
(B2B, >5crore)

Serbia(B2B)

Panama
(B2B, certain services in scope)

i-

*

Belgium
(BZG contracts
>30k EUR)

\ WA/

Portugal
(ATCUD:

Panama
(Phase 2for
banks and financial
institutions)

South Korea
(Reduce threshold to KRW
100 million (EUR 72 000))

Saudi Arabia

(phase 2, wave 2)

* Panama
Phase 3 for banks and
* | financial institutions

RSM

. Japan
(B2B)

Belgium
(B2G contracts
<30k EUR)

Saud|Arab|a

(phase 2, wave 3)

SN
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Expected changes



E-invoicing mandate proposal

2024

-@- DomirLi_can Rep.

(B2B- Medium)

|
[ ] Denmark
I

(e-Bookkeeping- Large)

Belgium
(B2B -reception)

Italy
(Widened scope
<25k EUR)

SN /Basque:
& Bizkaia ®TIR)

I
Malaysia h (Voluntary B2B/B2G)
E-invoicing system
Voluntary phase

VAT in the ’E’ (BgB Largetaxpayers)
Digital Age

(B2B domestic - reception
for all and issuance for

France

(B2B cross boarder + B2C)

I France
Large businesses)

Belgium
(B2B-issuance for

Large businesses)

Il Denmark
(e-Bookkeeping-
Mala}l - specially developed
(B2B/B2G, system)
>RM 100 M
Poland
(BZB)

un:

Oman
(Mandatory
B2B/B2G)

Paraguay
(end ofrollout)

RSM

Croatia
(Fiscalization 2.0 for
SMB)

=
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Expected changes



E-invoicing mandate proposal

2025

E Malazysia
—  (B2B/B2G) >RM 50 M

s Slovakia
(CTCmodels for
B2G, B2B & B2C)

-ﬁ- DominicanRep.
- - (B2B- Small &Micro)

Latvia (B2B)

Belgium
(B2B - issuance for

I Medium businesses)
France
(B2B domestic - issuance for Medium businesses)

France
(B2B cross boarder +B2C)

L China
(e-fapiao countrywide implementation)

S gain
(B2BAIl taxpayers)

remaining businesses)

2026

Malaysia
(B2B/B2G)>RM 25 M

Denmark

(e-Bookkeeping- small)

France
(B2B domestic - issuance
for remaining businesses)

France
(B2Bcross boarder +B2C)

2027

Malaysia
(B2B/B2G/B2C) All taxpayers

RSM

2028

VAT in the
Digital Age

Expected changes
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Digital reporting: leveraging aggregators RSM

The authorities are now leveraging certain businesses, often digital platforms/marketplaces,
credit cards or payment processing companies to collect and remit VAT on transactions that take
place through their platforms.

» These businesses are referred to as “aggregators” because they bring together multiple sellers
and buyers onto a single platform and aggregate numerous transactions.

* The use of tax aggregators by tax authorities is to ensure tax compliance where there may be
challenges for tax authorities to track and collect taxes directly from individual sellers on the
platform.

» This model improves tax compliance, reduce the VAT gap and level the playing field between
traditional businesses and those operating through digital platforms.

s a
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SAF-T: pre-filled VAT returns RSM

« Standard Audit File for Tax (SAF-T) is a standardized format for electronic exchange of
accounting data from businesses to tax authorities and developed by OECD.

* SAF-T file generally includes:
« Business information, its customers, suppliers, company’s tax identification number, VAT registration number etc.
* General ledger entries
» Accounts receivable and accounts payable
* Inventory and fixed assets
* Bank statements

» The purpose of SAT-T is to provide tax authorities detailed and structured data that can be used
for tax auditing and control purposes.

» Tax authorities can pre-fill VAT returns with SAF-T data

» Leveraging SAF-T can assist the tax authorities to verify the accuracy of the data reported by

businesses, improve tax control and reduce the VAT gap.
@ %)
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What can businesses do to prepare? .-RSM

Embrace that the Consider who will Analyze current VAT Review current Decide on your
changes are certain own your company’s footprint and invoicing flows and strategy
response requirements capabilities

w
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This document contains general information, may be based on authorities that are subject to change, and is not a substitute for professional advice or services. This document
does not constitute audit, tax, consulting, business, financial, investment, insurance, legal or other professional advice, and you should consult a qualified professional advisor
before taking any action based on the information herein. Information has been obtained from a variety of sources believed to be reliable though not independently verified.
RSM US LLP, its affiliates and related entities are not responsible for any loss resulting from or relating to reliance on this document by any person. Internal Revenue Service
rules require us to inform you that this communication may be deemed a solicitation to provide tax services. This communication is being sent to individuals who have
subscribed to receive it or who we believe would have an interest in the topics discussed. Past performance does not indicate future performance. The sole purpose of this
document is to inform, and it is not intended to be an offer or solicitation to purchase or sell any security, or investment or service. Investments mentioned in this document may
not be suitable for investors. Before making any investment, each investor should carefully consider the risks associated with the investment and make a determination based
on the investor’s own particular circumstances, that the investment is consistent with the investor’s investment objectives.

Tax and accounting services are provided by RSM US LLP, a registered CPA firm. Investment advisory, aggregated reporting, financial planning, retirement plan advisory and
other wealth management services are provided by RSM US Wealth Management LLC, an investment advisor registered with the U.S. Securities and Exchange Commission
(SEC) and wholly owned subsidiary of RSM US LLP.

RSM US LLP is a limited liability partnership and the U.S. member firm of RSM International, a global network of independent audit, tax and consulting firms. The member firms
of RSM International collaborate to provide services to global clients, but are separate and distinct legal entities that cannot obligate each other. Each member firm is
responsible only for its own acts and omissions, and not those of any other party. Visit rsmus.com/aboutus for more information regarding RSM US LLP and RSM International.

RSM, the RSM logo and the power of being understood are registered trademarks of RSM International Association.
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