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Digital services tax (DST)
as an alternative to WHT



Taxation of the digital(izing) economy
— overview of selected trends

@” OECD International discussion — the OECD

A

The EU’s contribution \

US proposals

Target Solutions (Virtual PE)

Temporary solution

Directive on Digital

Establishment EC’s Recommendation

Directive on Digital
Services Tax

Unilateral measures
Slovakia and Israel (Virtual PE)
France, Austria (Digital Taxes)




Allocation of taxing rights and economic transformation

Q Paradigm of Conflict: Residence State vs. Source State
» Reduction of burdens at source (OECD Model Convention, US, and UN)

» Construction of EU tax directives (Parent-Subsidiary Directive, Interest and
Royalties Directive)

» Permanent establishment => 19th-century construction unsuitable for the 21st
century

» New concept of "user/consumer state"
O Goods vs. Services
O Emergence of production chains and "empty" entities

O Digitization/robotization



Business Models and "Value Creation"

Acquisition of Goods

Sale of Goods




Business Models and "Value Creation"
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Business Models and "Value Creation"

Cross-border access to a
significant number of
customers

Three Key Factors

Dominating Highly Utilization of intangible

assets, including IP

Digitalized Business
Models

Data and user activity




Lack of Equal
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Inadequate Tax
Regulations for the
Digital Economy

/ AN
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Taxation based on physical Economy
presence Increased contribution (from users) to the
. . . . value creation process
Profit attribution based on traditional P

. More intensive use of knowledge, data,
TP analysis intangible assets
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and the problem will only intensify...

2006 2017
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EU solutions for taxation of the digital economy

Taxation of the digital
economy

Directive on Digital Directive on Digital
Establishment Services Tax

(long-term solution) (temporary solution)




Proposal for a COUNCIL DIRECTIVE on the common system of a
digital services tax on revenues resulting from the provision of
certain digital services
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Definition and nature of DST:

= DST vs. VAT

= DST vs. WHT

= DST vs. CIT




DST Battles and Détente

Section 301 Investigation

B Report on France’s

* France*

* United Kingdom**
 [taly

« Austria

e Spain

UNITED STATES TRADE REPRESENTATIVE

*France gave the world VAT, will it
give also DST (for good)?

** United Kingdom first to change its
DST?




Digital Services Taxes in Europe

Legislative Status of Digital Services Taxes (DSTs) in European OECD
Countries, as of May 2025

M Implemented
I Proposed, Announced, or Shown Intentions
| Repeal Contingent on Pillar 1 Implementation




Summary:

Where are we heading? Will the "digital revolution”
signify a "tax revolution"?

. Digitalization of the economy? Is a separate tax regime justified?

= Will the distinction between the state of residence and the source of income lose
significance?

. Convergence between direct and indirect taxes?
. Risk of unilateral actions?
= WIill DST permanently exclude WHT on digital goods and services?
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