www.pwc.com/eudtg

PwC’s EU Direct Tax Group

EUDTG is PwC’s pan-European network of
EU law experts. We specialise in all areas of
direct tax, including the fundamental free-
doms, EU directives and State aid rules. You
will be only too well aware that EU direct tax
law is moving quickly, and it’s difficult to keep
up. But, it is crucial that taxpayers with an EU
or EEA presence understand the impact as
they explore their activities, opportunities and
investment decisions. Find out more on:
www.pwe.com/eudtg

Interested in receiving our free EU tax news?
Send an e-mail to eudtg@nl.pwe.com with
“subscrintion EU Tax News”.

For more detailed information, please
do not hesitate to contact:

Vassilis Dafnomilis — PwC Netherlands
+31 6 13 99 87 29
vassilis.dafnomilis@pwc.com

Hein Vermeulen — PwC Netherlands
+316 20 94 10 31
hein.vermeulen@pwec.com

Bob van der Made — Brussels | PwC
EUDTG Netherlands

+ 31613 09 6296
bob.vandermade@pwc.com

Arne Schnitger — PwC Germany
+49 30 26 36 54 66
arne.schnitger@pwe.com

Or your usual PwC EUDTG contact

pwc

25 March 2021

'EU Direct Tax Newsalert

European Union Adopts Mandatory Exchange of

On 22 March 2021, the Council of the Euro-
pean Union adopted an EU Directive expand-
ing the scope of automatic exchange of infor-
mation to digital platform operators and
amending existing provisions on administra-
tive cooperation in the field of taxation
(“DAC7”). DAC7 introduces the 6t amend-
ment to the Directive 2011/16/EU on admin-
istrative cooperation in the field of taxation
(“DAC”).

Exchange of information for Digital
Platform Operators

The new rules aim to provide the EU Member
States’ tax authorities with the information
necessary to ensure the enforcement of tax
rules (such as income tax and VAT) regarding
commercial activities performed with the in-
termediation of digital platforms and to intro-
duce standardised reporting requirements
that should reduce the administrative burdens
on the digital platform operators.

The new reporting obligations will apply to
operators of EU and non-EU digital platforms
that allow certain sellers (“reportable sellers”)
to be connected to other users in order to per-
form the following (cross-border or domestic)
activities:

a) the rental of immovable property;
b) the provision of personal services;
¢) the sale of goods; and

d) the rental of any mode of transport.

Reporting will apply regardless of the legal na-
ture of the seller. More specifically, EU digital
platform operations are defined as operators
that are resident for tax purposes in an EU
Member State or, if not, they are incorporated
under the laws of an EU Member State or have
their place of management or a permanent es-
tablishment in an EU Member State.

Non-EU digital platform operators are de-
fined as operators who do not meet any of the
prior territorial nexus criteria with the EU but
operate digital platforms that (a) facilitate the
performing of reportable activities by reporta-
ble sellers or rent out a property located in an
EU Member State or (b) concern rental of im-
movable property located in an EU Member
State. Therefore, non-EU digital platform op-
erations need to register in an EU Member
State.

These operators will however be exempted
from their reporting obligations if they have to

______ Information for Digital Platform Operators

fulfil similar reporting obligations to the au-
thorities of their home country (i.e. a third
country) and such authorities will exchange
the information with the EU authorities pur-
suant to a specific agreement.

EU reporting platform operators which
qualify as such in more than one EU Member
State are allowed to choose for a single EU
Member State where to carry out the report-
ing. Non-EU reporting platform operators
are generally allowed to elect the EU Mem-
ber State in which they register for reporting
rules purposes.

The information to be reported will include
information relevant to the correct identifi-
cation of the seller and information relevant
to the determination of the profits realised
by the seller through the platform. The infor-
mation should be reported by the platform
operator to the competent tax authorities on
31January of the year following the calendar
year in which the seller is identified as a Re-
portable Seller. The receiving EU Member
State will then exchange the information re-
ceived with the tax authorities of the other
EU Member States.

Other amendments to the DAC

Apart from the above, DAC7 brings the fol-
lowing amendments to DAC:

e a clarification of the standard of “foreseea-
ble relevance” as a precondition for the ex-
change of information on request (includ-
ing in respect of “group requests”),

o the extension of the mandatory automatic
exchange of information to royalties, and

¢ a new legal framework for joint audits.

Next steps

The adopted text of DAC7 will soon be pub-
lished in the Official Journal of the EU. EU
Member States must implement the Di-
rective by 31 December 2022 and apply the
new rules as of 1 January 2023. The first in-
formation corresponding to reportable peri-
ods as from 1 January 2023 will need to be
reported in 2024.
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