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Introduction

» Welcome / Agenda

ÁParticipants

ÁQuestions 

ÁPolls / Q&A

» Introduction WTS DSTC & DST Expert Team
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Quick Update on DST Experiences

» Increase of DSTôs (France, UK, Italy, Spain, Turkey, Austria).

» ñLightò Versions: Portugal, Poland (ñNetflix Taxò), Austria in practice digital advertisement.  

» First Experiences

-Substantial impact on, and increase of Compliance obligations

-Fiscal Representatives

-(local) DST Laws have been designed in a broad way, are rather vague on some points and do not provide on 

necessary guidance on other points. 

-Examples

» Going forward

-Increasing political support amongst the EU Member States? E.g. Dutch elections March 2021
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Background

» The tax on digital services (DST) has been adopted in France on July 11th, 2019 and came into force on 

July 25th, 2019.

» France is the first country to have implemented such a regulation.

» The tax is largely based on the European Commissionôs proposal for a common tax system on digital 

services.
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Tax base : Digital revenues generated in France

» The tax is set at 3% on digital revenues generated in France. 

» This tax is levied on two types of activities:

üThe connection of Internet users by platforms, in particular marketplaces.

üTargeted online advertising (including data sales for advertising purposes);

» These services are taxed in accordance to the part of the data collected from France. 

» Certain activities are outside the scope of the tax : 

üE-commerce and digital services are not concerned

üCommunication services, payment services and regulated financial services are also exempt.
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Thresholds

» Only companies with a large audience and high revenues are affected. 

» Indeed, revenues must exceed the following two thresholds : 

üú750 million of digital services taxable worldwide ; and

üú25 million of digital services taxable in France.

The proportion of turnover generated in France would be determined by applying to worldwide turnover a ratio of digital 

presence in France determined on a prorata French users. 

» A Law firm conducted a study on the DST and concluded that for 2019, about 27 companies would be 

subject to the Tax. For 2020, the Government planned that around 40 companies would be subject to the 

DST. 

1/19/2021
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Tax collection

» DST must be declared and paid with VAT on the French tax authoritiesô website.

» Option for the consolidation regime:

üWhen several companies are liable of the DST in France and are directly or indirectly linked, they have the possibility to create a

DST group and to appoint a ñreferencetaxpayeròto carry out the reporting and payment formalities for all the taxpayers of the

group.

üSuch option shall be exercised with the consent of all the taxpayers of the group.

üEach taxpayer member of the group shall be jointly and severally liable with the taxpayer who has exercised the option for payment

of the tax.

üThe option shall be exercised for at least 3 years.

» Tax collection modalities

üThe tax is levied in April of each year;

ü2 instalments have to be paid in April and October : each equal to at least 50% of the amount of tax due for the previous year and

the balance is required when the return is filed.
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Tax collection

» Concerning 2019 (the first year)

üOnly one instalment have been paid with the October 2019 VAT return submitted in November.

üThis instalment was based on the proportion of services attached to France over the period between the entry into force of the law

and September 30, 2019.

» Concerning 2020

üFollowing an agreement between the US and France (January 23rd, 2020) the 2 instalments for 2020 have been delayed to

December.

üSo in 2020, the companies have paid in April the balance due for 2019 DST and in December the two instalments for 2020 DST.

» For 2019, first year of collection, the DST generated ú 350 million.

» The amount of the DST collected for 2020 has not yet been unveiled for the moment but the government 

plans that the DST will generate more than ú 600 million.
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The French taxon digital services (DST) : experienceand outlook
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Director
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1. DST : the French experience
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ÅThe OECD report :

Å The challenges raisedby the business modelsof the digital economy: the discrepanciesbetweenthe places wherethe value is createdand the places wherethe tax

on the profits derivingfromthisvalue is collected

Å The absence of consensus to amendthe international tax framework

ÅThe proposalfor a Council directive :

Å The directive proposalof March 21st 2018

Å The failureto reachan agreement at EU level

ÅThe French legislation:

Å A taxbill inspiredby the directive proposal

Å Article 1 of the lawn° 2019-759 of July 24th 2019

1. DST : the French experience
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Taxable services : twomain categories:

ÅThe makingavailableof a digital interface whichallowsusersto findotherusersand interactwith them

=> Exceptions : digital interfaces whosemain objectis to providedigital content, communication services, paymentservices

ÅServices soldto advertisersor theirrepresentativesthatseekto place targetedadverstisingbasedon data relatingto the user who

consultsit on a digital interface

=> Note 1 : thiscanincludethe management and transmission of data relatedto the usersof digital interfaces

=> Note 2 : not all the services contributingto the placingof targetedadvertisingsare taxable services

1. DST : the French experience
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Scope of the tax :

ÅThe taxable services must beprovidedin France, the definitionof a service providedin France dependingon the varioustaxable services

=> For marketplaces, it meansthatan underlyingtransaction has been concludedby a user locatedin France. For matchmakingservices, it meansthatone of the users

has an accountopenedfromFrance. For online advertising, it meansthatan advertisementhas been consultedby a user locatedin France

ÅThe provision of taxable services must resultin payments

ÅThe previousyear, the taxable personmust have receivedrevenues in considerationof taxable services whichexceedtwothresholds:

Å 750 Mû in respect of services providedworldwide

Å 25 Mû in respect of services providedin France : digital footprintin France

1. DST : the French experience
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Amountof the tax :

= total amountof revenues in considerationof taxable services * coefficient of national presence* 3 %

1. Taxable revenues : sumspaidby the usersof a digital interface (exceptthoserelatedto the supplyof goodsand services which

constituteoperationsindependentfromthe use of a digital interface) or by advertisersfor the placement of an advertising

2. Coefficient of national presence(for eachcategoryof taxable services) :

Å For marketplaces: proportion of underlyingsupplies of goodsand services for whichone of the users(buyeror seller) is locatedin France

Å For matchmakingservices : proportion of userswhohave an accountopenedfromFrance and have usedthe digital interface

Å For online advertising: proportion of advertisingstargetedto usersconsulting the interface whilelocatedin France

3.  Taxrate = uniformrate of 3 %

1. DST : the French experience
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ÅTaxable event: the end of the calendaryear

ÅPerson liable for the tax : the personwhoreceivesthe revenues

ÅDeclaration: annexto the VAT return in respect of March

ÅPayment:

Å Twoinstalments, equalto at least half the amountdue in respect of the previousyear, the first paidwhenthe taxdue in respect of the previousyearis declared

(April), the second paidin October

Å The final amountof tax is adjustedwhenit is declared

ÅA tax deductiblefromthe taxable income

1. DST : the French experience
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ÅA tax largelyinspiredby the directive proposal:

Å Consistent with the objective to addressthe challenges raisedby the business modelsrelyingheavilyon the value createdby the Internet users

Å More acceptable and easierto mergeintoa possible EuropeanDST

ÅA tax departingfromthe directive proposalon severalaspects :

Å Definitionof services consistingin the placingof a digital interface of advertisingtargetedat usersof thatinterface : the will to avoideconomicdouble taxation

Å Worldwide turnover threshold: the will to takeintoaccountthe networking effectsand increasingreturnsenjoyedby the biggestcompanies

Å Share of revenues attachedto France : no considerationof otherDSTs

1. DST : the French experience
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2.DST : future outlook
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A taxwhichfunctionswell:

ÅA tax modern in manyways: definitionof taxable services, revenue allocation rules, etc.

ÅA tax whichaddressesthe shortcomingsof the currentinternational tax system :

Å The turnover mayconstitutea relevant indicatorof an ability to paya taxas long as the tax rate remainsreasonable

Å The DST doesnot fall withinthe scope if bilateraltax treaties

ÅA tax whichdoesnot raisemanydifficultiesfromthe point of viewof the tax administration :

Å Commentarshave been publishedand submittedto public consultation in March 2020

Å The numberof taxable personsand the numberof questions askedare limited

Å So far, the main questions relate to the definitionof the taxable services (computerizedreservationsystems, online gaming, etc.) and the delimitationof taxable 

revenues (exclusion of sumsrelatedto operationsindependentfromthe use of a digital interface

2. Future outlook
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A taxwhichshouldto betemporary:

ÅThe DST will bedeletedwhena satisfactoryagreement on Pillar1 is reachedat the OECD :

Å A commitmentwhichis still valid

Å The technicaldiscussions at the OECD are movingahead

ÅPillar1 consistsin the modification of the rulesregardingthe allocation of the right to tax the profits made by multinational companies

:

Å The discussions are not limitedto the sectorof the digital services, but includethe otherconsumer-facingbusinesses

Å The new ruleswouldonlyconcernthe mostprofitable companies

ÅNevertheless, the obstacles to an agreement are well-known:

Å Technically, the treatmentof consumer-facingbusinesses raisesquestions

Å More fundamentally, the currentAmerican administration opposes anychange to the international taxe rules

2. Future outlook
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A taxwhichcouldthereforecontinue in the meantime:

ÅMakingsure thatdigital companiespaya fair shareof tax in the countries wheretheycreatevalue is a politicalpriority for the French 

government

=> The Covidcrisishas onlyreinforcedthistendency

ÅManycountries have votedor considervotinga national DST modelledon the Europeantax

ÅThere is no indication on the position of the future American administration and no certaintythatan agreement will befoundin the 

short termdespitethe best efforts of manycountries

ÅThe EU has urgedthe Commission to submita new proposalby mid2021 in case no agreement is beingfoundat the OECD and has 

indicatedthata «digital levy» shouldcount amongits future ownresources

2. Future outlook
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Insights fromotherDSTsor recenttrends are worthmentioning:

ÅTaxable services : the discussions at the OECD have been extendedto all automateddigital services (streaming, cloud computing, etc.)

ÅTaxrates : the ECJ has recentlyruledthatprogressive taxation couldbebasedon turnover

ÅTakingintoaccountof the profitabilityof the companies: the British DST includessucha disposal

2. Future outlook
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Thank you for your attention
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Poll: Do you agree with these statements?

1 It is not fair to charge a DST in a specific country if the group is overall loss-making, regardless the 

reason and the nature of the loss. 

2 The larger countries will not be able to convince the smaller countries with an open economy to 

agree with the current proposals of Pillar 1. 

3 If we seriously increase the threshold of Pillar 1, it will be easier to reach global consensus within the 

working group of the OECD, although the total revenue will decrease.. 

4 With the Biden administration it will become more likely that the US will agree on the OECDôs 

proposals. 
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Our global key values



Locally rooted ïGlobally connected
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Strict quality criteria and steady

regular quality reviews

Highly ranked independent tax firms with 

no annual audits
Fully dedicated CEO team 

central management

Closely connected global tax practice

strong governance


