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Notices

� The following information is not intended to be “written 
advice concerning one or more Federal tax matters” subject 
to the requirements of section 10.37(a)(2) of Treasury 
Department Circular 230.

� The information contained herein is of a general nature and 
based on authorities that are subject to change. Applicability 
of the information to specific situations should be determined 
through consultation with your tax adviser.



Introduction
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What is the digital economy
— Economic activities enabled by information and 

communications technologies (ICT).

— It transcends the ICT sector:

� While Internet, broadband, mobile applications and IT services 
constitute its foundation, the digital economy today 
encompasses all sectors of the economy and society.

— It permeates the world economy from retail (e-commerce) to 
transportation (automated vehicles), education (Massive 
Open Online Courses), health (electronic records and 
personalized medicine), social interactions and personal 
relationships (social networks).

Source: OECD, Digital Economy Outlook 2015
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Indirect tax challenges
— Most indirect tax laws were designed before Internet age.

� Sales (especially retail) were made mostly domestically through 
brick and mortar stores.

— With the shift to the digital economy, traditional indirect tax rules 
to determine place of consumption result in loss of revenues for 
countries and states because:

� Physical borders for consumers are eroding.

� Move from consumption of tangible property to intangible 
property.

� Distance purchases have become more accessible and easier 
with online purchasing options.

� Shipping tangible property has become faster and cheaper.

� Vendors are no longer required to have a presence where 
consumers are located.

� The concept of vendor/service provider is morphing. 
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Overview of SUT: Economic Nexus

Alaska

D.C.

Hawaii

Puerto Rico

Economic Nexus Provisions as of July 6, 2020Economic Nexus Provisions as of July 6, 2020Economic Nexus Provisions as of July 6, 2020Economic Nexus Provisions as of July 6, 2020

Economic Nexus

Report Only

No Economic Nexus at present

No Sales Tax
Alaska does not have a state sales tax, but certain localities impose local sales taxes. Many 
localities have adopted  economic nexus for remote sellers and marketplace facilitators. 
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Overview of SUT: Marketplace

Alaska
Hawaii
District of Columbia

Marketplace Provisions As of July 6, 2020Marketplace Provisions As of July 6, 2020Marketplace Provisions As of July 6, 2020Marketplace Provisions As of July 6, 2020

Currently have marketplace requirements

Collect-or-report

No Sales Tax

No marketplace provisions

Alaska does not have a state sales tax, but 
there are local sales taxes. Certain localities 
have adopted economic nexus for remote 
sellers and marketplace facilitators 
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Rules already in place

Upcoming, proposed, 
or announced 

Overview of VAT/GST digital 
services rules
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Relevance to the media 
industry— Given the move from:

� Hard copy magazine and newspaper delivery to online 
subscriptions.

� Free-to-air and cable TV to subscription based on-demand 
streaming services.

� Playing a video game in an arcade to playing multi-player 
video games online.

� Watching a football game in a stadium to streaming the game 
live in the comfort of your own home.

— The media industry is becoming more impacted by these 
indirect tax digital economy rules.



Determining 
your indirect tax 
obligations
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Determining indirect tax 
obligations

Where are 
sales 

made?

Who is 
liable for 

indirect tax 
purposes?

What 
services 

are subject 
to indirect 

tax?

Who is the 
customer?

Are sales 
above a 

registration 
threshold?

— Common approach between sales & use tax and VAT/GST.

— Businesses involved in the digital economy must perform an iterative process to 
identify their global indirect tax obligations.
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Where are sales made? 
— 80+ countries and 40+ US states have

implemented special rules for digital 
services or have announced upcoming 
changes.

— Countries and states have different 
approach to determine where the customer 
is located for the purposes of taxation.

— Factors can include:

� “Delivery” address.

� Billing address.

� IP address.

� Bank account from which payment is made.
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Who is liable to collect indirect 
tax?— Contractual position v. legal fiction.

� Are sale made directly to customers or via an intermediary (e.g., 
electronic marketplaces)? 

� Most jurisdictions have specific rules for sales via intermediaries.

• Intermediary may be deemed to make sale and comply with 
VAT/GST rules.

• Marketplace facilitators may be deemed to be the “retailer” or 
“seller”.

Vendor

Customer

Vendor

Intermediary (e.g., marketplace)

Customer
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Electronic 
platforms/Intermediaries – SUT

— All but five states have imposed a collection obligation on electronic 
(and physical) marketplaces. 

— Special challenges:

• Return presentation for sellers and marketplaces.

• Handling the customer service end – dealing with returns, refunds, and 
exchanges if marketplace sells and retailer performs customer service.

• Determination of exempt status and exemption certificates.

• Documentation required on part of seller when marketplace sales.

• Can the obligation be contracted between the parties.

— States are proceeding under various approaches/theories.

• Marketplace as agent, retailer, co-vendor, consignee, or joint and 
several liability or “interests of efficient tax administration.”
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Electronic 
platforms/Intermediaries –
VAT/GST— Intermediary involved in the sale of services to the final 
consumer.

� Platform liability to collect VAT/GST generally depends on the 
involvement of platform in sale; e.g.:

• Platform authorizes payments.

• Platform authorizes delivery.

• Platform sets the terms and conditions of the sale.

� Collection obligation may vary:

• Intermediary solely liable for VAT on sale irrespective of position of 
vendor.

• Vendor liable if already VAT registered.

• Joint and several liability.

• Financial institution may withhold.
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What items are subject to SUT?
— Sales of tangible personal property:

� Books, CDs, portable music players, etc.

— Sales of digital products:

� Often defined to include digital audio works, digital audio-visual 
works, digital games, digital codes, etc.

� May be taxed even if sold with less than permanent use.

� May be considered tangible personal property or taxable under a 
separate imposition in the tax code.

— Sales of enumerated services:

� Pay television services, telecommunications, data processing, 
information services, etc.

— Sales of admissions/amusements.

— Challenges in SUT determination for bundled transactions.
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What supplies are subject to 
VAT/GST?— Review the products sold:

� General definition for electronic services (EU): Services delivered over 
the Internet or an electronic network, essentially automated, involving 
minimal human intervention, and impossible to ensure in the absence 
of information technology.

� The scope of taxable transactions varies greatly among jurisdictions.

• From limited content oriented transactions (e.g., Mexico) to all 
intangibles and services (e.g., New Zealand).

• Examples of differences include:

- Telecommunication services: taxable in the EU, but not in Japan.

- Consulting services: taxable in New Zealand, but not in Iceland.

— Certain products may be subject to a reduced rate or and exemption, e.g.:

� E-books.

� Education.

— Challenges in VAT determination for bundled transactions.
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Who is the customer? SUT
— Sales tax is imposed on retail sales to end consumers, 

which can included B2B sales, if the business is the end 
consumer of the item or offering being purchased.

— Sales to parties other than the end consumer (i.e., resales) 
are generally not taxable.

— The economic burden of the tax is generally borne by the 
end consumer, but the tax is collected and remitted by the 
seller to the state.

— States have specific rules on documenting exempt sales 
(e.g., exemption certificates).
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Who is the customer? VAT/GST
— Determine the VAT status of the foreign customer “on the other 

side of the counter.”

� Difference in B2B and B2C sales:

• Most jurisdictions apply rules only to B2C sales (e.g., Iceland, EU)

• Some jurisdictions apply rules to B2C and B2B sales (e.g., Russia, 
South Africa, Mexico, Switzerland).

• In the absence of a VAT registration obligation, a VAT withholding 
mechanism may apply (e.g., Argentina, optional in Colombia in 2019).

� Differences in definition of B2B and B2C: 

• Most jurisdictions focus on the VAT/GST registration status of customer 
(e.g. E.U, New Zealand) to identify B2B sales.

- In Japan, due to the absence of a VAT registration system, B2C 
transactions are deemed to be sales of digital services that may be 
used by consumers (e.g., sale of e-books).

• Potential “gray areas”: charities, educational bodies, public and 
government bodies.

- Some jurisdictions will clarify the status of specific customers (e.g., 
public bodies in India fall under B2C).
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Are sales above registration 
threshold? — Registration thresholds and the type of sales that count towards the calculation vary 

between jurisdictions.

� Threshold range – VAT:

• Nil (e.g., EU for Non-EU businesses, Russia).

• Low (e.g., TWD 480,000 ($16,000) in Taiwan).

• High (e.g., $100,000 in the Bahamas).

� Threshold range – US:

• Varies by state (e.g., $100,000 or 200 transactions in a year).

� Computation method, e.g.:

• New Zealand: remote services provided by a non-resident to New Zealand 
GST-registered businesses do not count towards the registration threshold as 
these are not within the scope of the tax.

• Switzerland: worldwide sales will be taken into consideration for the 
computation of the CHF 100,000 ($99,500) threshold.

• US: sales made to customers in the state are taken into consideration for the 
computation. 



Identifying 
Compliance 
Obligations
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Identifying indirect tax 
compliance obligations

Registration 
formalities

Filing of returns

Collect customer 
information

Invoicing

Indirect Tax 
Compliance
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Registration formalities
— Jurisdictions vary in their approach towards registration:

� Simplified registration (e.g., New Zealand, Russia, EU). 

• In the EU, businesses may opt for an EU wide registration under 
the Mini One Stop Shop.

� Standard registration (e.g., Switzerland).

� Fiscal representative: not required (e.g., EU) v. required (e.g., 
Japan).

— Sales tax:

� Taxpayers typically complete forms, questionnaires, and identify 
officers or responsible parties.

� Bond may be required.

� Taxpayers can register in multiple Streamlined Sales Tax states.
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Filing of returns 
— The filing of returns under the new rules differ 

significantly in relation to:

� When? 

• Monthly, quarterly or annually depending on 
gross receipts and type of business 
conducted.

� Where? 

• In the EU, where the company is registered 
under the MOSS and not where the customer 
is located.

• In the US, file with states and sometimes also 
local jurisdictions where retail sales are made.

� What information should they include? 

• For VAT, most jurisdictions only require filing 
B2C sales.

• In the US, B2B and B2C sales are included in 
indirect tax filing.  
- May be required to report gross sales, 

deductions, and taxable sales.

CJM9
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Invoicing
— Requirement to issue 

compliant invoices vary 
between jurisdictions:

� Not required (e.g., Korea) 
v. required (e.g., India).

� Where required, invoices 
must meet invoicing 
requirements.

— In the U.S., states may 
require separate 
statement of sales tax on 
invoices.

— Example: South Africa

� The name and VAT registration number of the 
electronic services vendor.

� The name and address of the electronic 
services recipient.

� An individual sequential invoice number.

� The date on which the tax invoice is issued.

� A description of the electronic services sold.

� The consideration in money for the sale in the 
currency of any country. If the consideration is 
reflected in the currency of:

• South Africa, the amount of the VAT charged 
or a statement that it includes a charge for 
the VAT and the rate at which the VAT was 
charged;

• any country other than South Africa, the 
amount of the tax charged in ZAR or a 
separate document issued by the electronic 
services vendor to the recipient reflecting 
the amount of the tax charged in ZAR.

� The exchange rate used.

CJM8
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How will audits be conducted?
Will tax authorities exchange 
information?

Difference between B2B and 
B2C sales?
How and when will VAT be 
disclosed?

Tax inclusive v. tax exclusive?

- Changes in contracts or 
general T&Cs required?
- Vendor privilege sales taxes 
and GRTs (HI, NM) may need to 
included in contracts.

Recordkeeping retention (up to 
10 years in the EU)
Format and location must be 
taken into consideration

Other considerations

VAT & 
Digital 

Economy

Data Storage

Legal

Pricing
Customer 
experience

Tax authority 
interaction



Q&A



Thank you
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