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Introduction

» Welcome / Agenda

A Participants
A Questions
A Polls / Q&A

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

»l ncrease of DSTO6s (France, UK, | t al vy, Spain, Turke
» fLighto Ver sions: Portugal, Pol and (ANetflix Taxo), AL

» 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

1/19/2021 6
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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 i1s |l argely based on the European Commi ssi C
services.

1/19/2021 .
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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:
U The connection of Internet users by platforms, in particular marketplaces.
U Targeted 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 :
U E-commerce and digital services are not concerned

>

\Y4

U Communication services, payment services and regulated financial services are also exempit.
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Thresholds

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

» Indeed, revenues must exceed the following two thresholds :
U a 750 million of digital services taxable worldwide ; and

U 4 25 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 o
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Tax collection

»DST must be declared and paid with VAT on the Fren

» Option for the consolidation regime:

U When 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 appointair e f et a x p aty @myoout the reporting and payment formalities for all the taxpayers of the

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

U Each taxpayer member of the group shall be jointly and severally liable with the taxpayer who has exercised the option for payment
of the tax.

U The option shall be exercised for at least 3 years.

» Tax collection modalities
U The tax is levied in April of each year;

U 2 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.

1/19/2021 10
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Tax collection

» Concerning 2019 (the first year)
U Only one instalment have been paid with the October 2019 VAT return submitted in November.

U This 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

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

U Soin 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 gener a

» 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 U 600 n

1/19/2021 11
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1. DST : the Fremsiperience

A The OECD report :

A The challengesisedby the businessodel®f the digitabconomythediscrepancidetweerthe placewherehe valués createénd the placesherghetax
on the profitdlerivingromthisvalueis collected

A The absence of consensamiémdhe internationahx framework
A Theproposafor a Council directive :

A The directiyaroposabf March 21st 2018

A Thdailureto reachan agreement at Evel
A The Frendégislatior

A Ataxbill inspiredoy the directiveroposal

A Article 1 of theawn® 2019759 of July 24th 2019
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1. DST : the Fremsiperience

Taxable servicesvomaincategories
A Themakingavailableof a digital interfacehichallowsusergo find otherusersandinteractwith them
=> Exceptions : digital interfagdsosemainobjecis to providdligital content, communication senpagsjenservices

A Servicesoldto advertisersr theirrepresentativebat seeko placeaargetedadverstisingpasecbn datarelatingto the usewho
consult# on a digital interface

=> Note 1 thiscanincludehe management and transmission ofrelat&do theusersof digital interfaces

=> Note 2 : not all the serviatributingo theplacingof targetedadvertisingare taxable services
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1. DST : the Fremsiperience

Scope of thex:

A The taxable services niggtrovidedn France, thdefinitionof a servicprovidedn Francdependingn thevariougaxable services

=> Formarketplace# meanshatanunderlyingransaction has beeoncludeby a uselocatedn France. Faratchmakingervicest meanshatone of theisers
has araccounbpenedromFrance. For onliadvertisingit meanshatanadvertisemetias beeoonsultetly a uselocatedn France

A The provision of taxable services m@sisitin payments
A Thepreviougear the taxabl@ersormust haveeceivedevenues inonsideratioof taxable servicagichexceedwothresholds

A 750 MO in r eopdedvarldwnd ser vi ces

A 25 MO i n r eprqvidedrFraoce : digidbotprintio France
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1. DST : the Fremsiperience

Amounbf thetax:
= total amounbf revenues itonsideratioof taxable services * coefficient of natwasénce3 %

1. Taxable revenuesumgpaidby theusersof a digital interfacexXcepthoserelatedto thesupplyof goodsand servicashich
constitut®perationsndependeritomthe use of a digital interface) oattyertiser$or the placement of atvertising

2. Coefficient of natiomakesenc@oreacttategoryf taxable services) :
A Formarketplacesproportion ofinderlyingupplies ofjoodsand services farichone of thesergbuyeror seller)s locatedn France
A Formatchmakingervices : proportionugersvhohave amccounbpenedromFrance and hawsedhe digital interface

A For onlinadvertising proportion odvertisingsargetedo usersconsulting the interfashilelocatedn France

3. Taxrate =uniformrate of 3 %
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1. DST : the Fremsiperience

A Taxablevent the end of thealendayear
A Person liable for thax : thepersorwhoreceivethe revenues
A Declarationannexo the VAT return in respect of March

A Payment

A Twadnstalmentsequalto at leashalf theamountiue in respect of theeviougear the firstpaidwherthetax due in respect of theeviougearis declared
(April), the secopdidin October

A The finahmounbf taxis adjustedvherit is declared

A Ataxdeductibléromthe taxabléncome
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1. DST : the Fremsiperience

A Ataxlargelyinspiredby the directiveroposal
A Consistentiththe objective tddresshe challengeaisedoy the businessodelselyingheavilyon the valuereatedy the Internaisers

A More acceptable agasietto mergantoa possibl&uropeadST

A Ataxdepartingromthe directiveroposabnseverahspects :
A Definitiorof servicesonsistingn theplacingpf a digital interface afivertisingargetedat usersof thatinterface : thwill to avoideconomidouble taxation
A Worldwide turnovéireshold thewill to takeinto accourthe networkingffectandincreasingeturnsenjoyedy thebiggestompanies

A Share of revenuattachedo France : rmonsideratioof otherDSTs
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2. Future®utlook

Ataxwhichfunctionsvell:
A Ataxmodern imanyways. definitionof taxable services, revenue allocatles etc.

A Ataxwhichaddressetheshortcomingsf thecurreninternationatax system :
A The turnovenayconstitute relevanindicatoiof anabilityto payataxas long as th@x rateremainseasonable

A The DSIvesotfall withinthe scope Hilateraltax treaties

A Ataxwhichdoesnotraisemanydifficultiesromthe point ofiiewof thetax administration :
A Commentatsave beepublisheé@ndsubmittedo public consultation in March 2020
A Thenumbeof taxableersonsnd thenumbenf questionaskedarelimited

A So far, the main questions relate tdefiaitionof the taxable servicesrfiputerize@servatiosystemsonline gaming, etc.) and dedimitatiorof taxable
revenues (exclusiorsomgelatedo operationgndependeritomthe use of a digital interface
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2. Future®utlook

Ataxwhichshouldo betemporary

A The DSWill bedeletedvhena satisfactoragreement dillar 1 is reacheat the OECD :

A Acommitmenthichis still valid

A Theechnicalliscussions at the OECnaxngahead

A Pillar 1 consistin the modification of théesregardinghe allocation of the righttéx the profits made by multinatiooapanies

A The discussions arelimitedto thesectoof the digital services, ntludeheotherconsumeiacingousinesses
A The newuleswouldonlyconcerthemostprofitablecompanies

A Neverthelesshe obstacles to an agreementvatiknown
A Technicallyhetreatmenbf consumdacingousinesseamisesjuestions

A MorefundamentallyhecurrentAmerican administration opp@sgghange to the international taxies
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2. Future®utlook

Ataxwhichcouldhereforeontinue in thmeantime

A Makingsurethatdigital companiegsaya fair shareof tax in the countriesheretheycreatevalueis a politicalpriority for the French
government

=> TheCovidrisishasonlyreinforcedhistendency

A Manycountries hawtedor considevotinga national DSTodelleadn theEuropeatax

A Therés no indication on the position of the future American administratioceatadnyhatan agreementill befoundin the
shorttermdespitahe best efforts afianycountries

A The EU hasgedthe Commissiongobmita newproposaby mid2021 in case no agreenisbiingfoundat the OECD and has
indicatedhata «digital levy» shouldcountamongts futureownresources
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Insight§romotherDSTer recentrends ar@vorthmentioning
A Taxable services : the discussions at the OECD lextenoedbo allautomatedligital services (streaming, cloomhputingetc.)
A Taxrates : the ECJ hasentlyuledthatprogressive taxati@mouldoebasecn turnover

A Takingntoaccountf theprofitabilityof thecompaniesthe British DS$iicludesucha disposal
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Poll:

>~ WD

1/19/2021

Do you agree with these statements?

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.

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.

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..

With the Biden administration it will become more likely that the US will agreeont he OECDOG s
proposals.
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GlobalTaxOnAir Wts g lO ba l.

; We are going through an unprecedented situation which is hitting our private \&

and professional lives extremely hard. Let 's stay strong, safe and shoulder to walking

side by

shoulder with friends, family, colleagues & clients. side
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Locally rooted T Globally connected

Highly ranked independent tax firms with
no annual audits

Strict quality criteria and steady
regular quality reviews

wtsglobal

Fully dedicated CEO team
central management

Closely connected global tax practice
S'[I‘Oﬂg governance
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