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Foreword
The International VAT/GST Guidelines1 (“the Guidelines”) set forth internationally agreed principles and standards for the value added tax (VAT) treatment of the most common types of international transactions, with a particular focus on trade in services and intangibles. Their aim is to minimise inconsistencies in the application of VAT in a cross-border context with a view to reducing uncertainty and risks of double taxation and unintended non-taxation in international trade. They also include the recommended principles and mechanisms to address the challenges for the collection of VAT on cross-border sales of digital products that had been identified in the context of the OECD/G20 Project on Base and Erosion and Profit Shifting (the BEPS Project).2 VAT is a major source of revenue for governments around the world. Some 165 countries operated a VAT at the time of completion of these Guidelines, more than twice as many as 25 years before. This global spread of the VAT coincided with the rapid expansion of the international trade in goods and services in an increasingly globalised economy. Most international trade is now subject to VAT and the interaction of national VAT regimes can potentially have a major impact in either facilitating or distorting trade. The absence of an internationally agreed framework for the application of VAT to cross-border trade created growing risks of under-taxation and loss of revenue for governments, and of trade distortion due to double taxation. This had become especially problematic with respect to international trade in services and intangibles, which has shown a particularly strong growth notably as a consequence of the expansion of the digital economy.
Against this background, the OECD Committee on Fiscal Affairs (CFA) launched the project to develop the International VAT/GST Guidelines in 2006, recognising that jurisdictions would benefit from an internationally agreed standard that contributes towards ensuring that VAT systems interact consistently so that they facilitate rather than distort international trade. These Guidelines were intended to set the standard for countries when designing and administering their domestic rules.
The International VAT/GST Guidelines build on international dialogue among OECD Members and partner countries and other relevant stakeholders, including academia and private institutions. Recognising the growing need to further strengthen the involvement of partner economies in the development of the Guidelines, the CFA created the Global Forum on VAT in 2012 as a platform for a structured VAT policy dialogue with partner countries and other relevant stakeholders. The meetings of this Global Forum provided the opportunity for countries worldwide, particularly developing economies, to contribute actively to the development of the Guidelines. At its first meeting on 7-8 November 2012, this Global Forum agreed that the Guidelines should be the basis for the much needed global standard on the application of VAT to the international trade in services and intangibles and that the Global Forum’s key objective would be to build the widest possible international consensus on these Guidelines with a view to achieving their endorsement as the international standard
The Guidelines were completed in 2015. In November 2015, at the third meeting of the Global Forum on VAT, the high-level officials of the participating 104 jurisdictions and international organisations endorsed the Guidelines as a global standard for the VAT treatment of international trade in services and intangibles to serve as a reference point for designing and implementing legislation. All Global Forum participants welcomed the active involvement of an increasing number of countries worldwide and of the global business community in shaping the outcomes of this work. They also welcomed the prospect of the incorporation of these Guidelines into an OECD Council Recommendation that would be open to adherence by all interested partner economies. 
The Guidelines were incorporated in the Recommendation on the Application of Value Added Tax/Goods and Services Tax to the International Trade in Services and Intangibles, which was adopted by the Council of the OECD on 27 September 2016 (included in the Appendix of this publication). This Recommendation is the first OECD legal instrument in the area of VAT and the first internationally agreed framework for the application of VAT to cross-border trade which aspires to a global coverage. 
This Recommendation is addressed to Members and to non-Members having adhered to it (“Adherents”). It represents these jurisdictions’ political will on the application of VAT to the international trade in services and intangibles with a view to addressing the risks of double taxation and unintended non-taxation that result from the uncoordinated application of VAT in a cross-border context. They are encouraged to take due account of the Guidelines when designing and implementing VAT legislation. They are in particular encouraged to pursue efforts to implement the principles of VAT neutrality and the principles of destination for determining the place of taxation of cross-border supplies with a view to facilitating a coherent application of national VAT legislation to international trade.
Notes
←1.The terms “value added tax” and “VAT” are used to refer to any national tax by whatever name or acronym it is known such as Goods and Services Tax (GST) that embodies the basic features of a value added tax, i.e. a broad-based tax on final consumption collected from, but in principle not borne by, businesses through a staged collection process, whatever method is used for determining the tax liability (e.g. invoice-credit method or subtraction method).
←2.These recommended principles and mechanisms were also included in the Final Report on OECD/G20 BEPS Action 1 “Addressing the Tax Challenges of the Digital Economy”. This Report was endorsed by the OECD Council on 1 October and was endorsed by G20 Leaders during their Summit in Antalya on 15-16 November 2015.


Preface
1. As Value Added Tax (“VAT”)1 has continued to spread across the world, international trade in goods and services has likewise expanded rapidly in an increasingly globalised economy. One consequence of these developments has been the greater interaction between VAT systems, along with growing risks of double taxation and unintended non-taxation in the absence of international VAT coordination.
2. Basic VAT principles are generally the same across jurisdictions insofar as they are designed to tax final consumption in the jurisdiction where it occurs according to the destination principle. Nevertheless, since the late 1990s tax authorities and the business community have recognised that VAT rules require greater coherence to avoid burdens on global trade. They have also recognised that a co-operative approach is required to solve common problems. 
3. The first tangible output of the OECD’s work in this area came with the 1998 Ottawa Conference on electronic commerce which endorsed the Ottawa Taxation Framework Conditions. Building on this work, the OECD’s Committee on Fiscal Affairs (“CFA”) adopted the Guidelines on Consumption Taxation of Cross-Border Services and Intangible Property in the Context of E-commerce (2003), which were complemented by the Consumption Tax Guidance Series (2003). 
4. Against the background of the strong growth of international trade in services, evidence grew that tax issues needing attention were not confined to electronic commerce but that VAT could distort cross-border trade in services and intangibles more generally and that this situation was creating obstacles to business activity, hindering economic growth and distorting competition. Recognising that jurisdictions would benefit from principles that contribute toward ensuring that VAT systems interact consistently so that they facilitate rather than distort international trade, the OECD launched a project to develop International VAT/GST Guidelines (“the Guidelines”). 
The International VAT/GST Guidelines: Aim and status
5. The Guidelines set forth a number of principles for the VAT treatment of the most common types of international transactions, focusing on trade in services and intangibles, with the aim of reducing the uncertainty and risks of double taxation and unintended non-taxation that result from inconsistencies in the application of VAT in a cross-border context. The Guidelines build on international dialogue among OECD Members and Partners and other relevant stakeholders, including academia and private institutions. 
6. The Guidelines do not aim at detailed prescriptions for national legislation. Jurisdictions are sovereign with respect to the design and application of their laws. Rather, the Guidelines seek to identify objectives and suggest means for achieving them. Their purpose is to serve as a reference point. They are intended to assist policy makers in their efforts to evaluate and develop the legal and administrative framework in their jurisdictions, taking into account their specific economic, legal, institutional, cultural and social circumstances and practices. 
7. The Guidelines are evolutionary in nature and should be reviewed in light of relevant developments. Governments have an important responsibility for shaping effective tax frameworks, thereby assessing the likely effects, costs and benefits of policy options and ensuring sufficient flexibility to respond to evolving circumstances and demands. Such developments may call for further updating and revision of the Guidelines.
8. The Guidelines apply only to VAT systems, by whatever name or acronym they are known, that embody the basic features described in Chapter 1: broad-based taxes on final consumption collected from, but in principle not borne by, businesses through a staged collection process (by whatever approach, e.g. invoice-credit method or subtraction method). In principle, taxes that lack these characteristics fall outside the scope of the Guidelines, even if they are denominated as a type of VAT. For example a production-type VAT would not be covered because such a tax is not designed to tax final consumption. The Guidelines also do not apply to single-stage consumption taxes charged only once to the end user at the final point of sale, such as retail sales taxes.

Development process of the International VAT/GST Guidelines
9. The Guidelines have been developed by the CFA, through its Working Party No. 9 on Consumption Taxes, in co-operation with a number of Partner countries and the Working Party’s Technical Advisory Group (“TAG”), consisting of representatives from tax authorities, international organisations and business, and further supported by academics. The core features of the VAT, as described in Chapter 1, imply that businesses play an important role in the collection of the tax. Although they should not, in principle, bear the burden of the tax, businesses inevitably bear compliance costs associated with the collection of the tax at all intermediary stages of the supply chain up to the final consumer and with the remittance to the tax authorities. Businesses are therefore considered key partners for jurisdictions in designing and operating VAT systems and the business community is actively involved in the development of the Guidelines.
10. The Guidelines have been developed in a staged process and the CFA regularly published interim drafts for public consultation. When the process of consultation was completed, all comments were carefully considered and the drafts were modified when appropriate. Work then continued on the basis of the progress achieved. Each element of the Guidelines was regarded as a building block and was reviewed in the light of the subsequent contributions to the Guidelines in order to form a coherent whole. 
11. In addition to the core features of the VAT described in Chapter 1, the Guidelines as currently constituted address the fundamental principles of VAT that apply to cross-border trade, i.e. the neutrality of the tax (see Chapter 2); the definition of the place of taxation for cross-border trade in services and intangibles2 between businesses (“business-to-business supplies”) and between businesses and final consumers (“business-to-consumer supplies”) (see Chapter 3); and mechanisms for supporting the Guidelines in practice, including mutual co-operation, dispute minimisation, and application in cases of evasion and avoidance (see Chapter 4). 
12. Underpinning these Guidelines is the assumption that parties involved act in good faith and that all supplies are legitimate and with economic substance. Chapter 4 provides guidance on the application of the Guidelines in cases of evasion and avoidance.

Notes
←1.For ease of reading, the terms “value added tax” and “VAT” are used to refer to any national tax that embodies the basic features of a value added tax as described in Chapter 1, by whatever name or acronym it is known [e.g. “Goods and Services Tax” (“GST”)].
←2.Some jurisdictions have categories of supplies other than goods and services. For ease of reference, in these Guidelines items such as intellectual property rights and other intangibles are referred to as “intangibles”.




Chapter 1. Core features of value added taxes

1.1. This Chapter describes the core features of VAT, with a particular focus on their application to international trade. The description is based on widely shared understandings among tax administrations, businesses, academics, and other tax experts regarding the VAT’s overall purpose, design, and implementation.



A. Overarching purpose of a VAT: A broad-based tax on final consumption

1.2. The overarching purpose of a VAT is to impose a broad-based tax on consumption, which is understood to mean final consumption by households. In principle only private individuals, as distinguished from businesses, engage in the consumption at which a VAT is targeted. In practice, however, many VAT systems impose VAT burden not only on consumption by private individuals, but also on various entities that are involved in non-business activities.

1.3. As a broad-based tax, the VAT is distinguishable from excises targeted at specific forms of consumption such as the purchase of gasoline or alcohol.

1.4. A necessary consequence of the fundamental proposition that a VAT is a tax on final consumption by households is that the burden of the VAT should not rest on businesses. This follows as a matter of elementary logic from the proposition that the VAT is a tax on household consumption, because businesses are not households and, at least as a matter of principle, are incapable of final or household consumption. In practice, if a business acquires goods, services or intangibles that are used in whole or in part for the private consumption of the business owners, VAT regimes must determine whether, or the extent to which, the purchase should be treated as acquired for business purposes or for private consumption.





B. The central design feature of a VAT: Staged collection process

1.5. The central design feature of a VAT, and the feature from which it derives its name, is that the tax is collected through a staged process. Each business in the supply chain takes part in the process of controlling and collecting the tax, remitting the proportion of tax corresponding to its margin, i.e. on the difference between the VAT imposed on its taxed inputs and the VAT imposed on its taxed outputs. Thus, the tax is in principle collected on the “value added” at each stage of production and distribution. In this respect, the VAT differs from a retail sales tax (“RST”), which taxes consumption through a single-stage levy imposed in theory only at the point of final sale. 

1.6. This central design feature of the VAT, coupled with the fundamental principle that the burden of the tax should not rest on businesses, requires a mechanism for relieving businesses of the burden of the VAT they pay when they acquire goods, services, or intangibles. There are two principal approaches to implementing the staged collection process while relieving businesses of the VAT burden, thus permitting successive taxpayers to deduct the VAT they pay on their purchases while accounting for the VAT they collect on their sales. Under the invoice-credit method (which is a “transaction based method”), each trader charges VAT at the rate specified for each supply and passes to the purchaser an invoice showing the amount of tax charged. The purchaser is in turn able to credit that input tax against the output tax charged on its sales, remitting the balance to the tax authorities and receiving refunds when there are excess credits. Under the subtraction method (which is an “entity based method”), the tax is levied directly on an accounts-based measure of value added, which is determined for each business by subtracting the VAT calculated on allowable purchases from the VAT calculated on taxable supplies. Almost all jurisdictions that operate a VAT use the invoice-credit method.

1.7. In general, OECD jurisdictions with a VAT impose the tax at every stage of the economic process and allow deduction of taxes on purchases by all but the final consumer. This design feature gives to the VAT its essential character in domestic trade as an economically neutral tax. The full right to deduct input tax through the supply chain, except by the final consumer, ensures the neutrality of the tax, whatever the nature of the product, the structure of the distribution chain, and the means used for its delivery (e.g. retail stores, physical delivery, Internet downloads). As a result of the staged payment system, VAT thereby “flows through the businesses” to tax supplies made to final consumers.





C. VAT and international trade: The destination principle

1.8. The overarching purpose of VAT as a levy on final consumption, coupled with its central design feature of a staged collection process, lays the foundation for the core VAT principles bearing on international trade. The fundamental issue of economic policy in relation to the international application of the VAT is whether the levy should be imposed by the jurisdiction of origin or destination. Under the destination principle, tax is ultimately levied only on the final consumption that occurs within the taxing jurisdiction. Under the origin principle, the tax is levied in the various jurisdictions where the value was added. The key economic difference between the two principles is that the destination principle places all firms competing in a given jurisdiction on an even footing whereas the origin principle places consumers in different jurisdictions on an even footing.

1.9. The application of the destination principle in VAT achieves neutrality in international trade. Under the destination principle, exports are not subject to tax with refund of input taxes (that is, “free of VAT” or “zero-rated”) and imports are taxed on the same basis and at the same rates as domestic supplies. Accordingly, the total tax paid in relation to a supply is determined by the rules applicable in the jurisdiction of its consumption and all revenue accrues to the jurisdiction where the supply to the final consumer occurs. 

1.10. By contrast, under the origin principle each jurisdiction would levy VAT on the value created within its own borders.1 Under an origin-based regime, exporting jurisdictions would tax exports on the same basis and at the same rate as domestic supplies, while importing jurisdictions would give a credit against their own VAT for the hypothetical tax that would have been paid at the importing jurisdiction’s own rate. Tax paid on a supply would then reflect the pattern of its origins and the aggregate revenue would be distributed in that pattern. This would run counter to the core features of a VAT: as a tax on consumption, the revenue should accrue to the jurisdiction where the final consumption takes place. Under the origin principle, these revenues are shared amongst jurisdictions where value is added. By imposing tax at the various rates applicable in the jurisdictions where value is added, the origin principle could influence the economic or geographical structure of the value chain and undermine neutrality in international trade.

1.11. For these reasons, there is widespread consensus that the destination principle, with revenue accruing to the country of import where final consumption occurs, is preferable to the origin principle from both a theoretical and practical standpoint. In fact, the destination principle is the international norm and is sanctioned by World Trade Organization (“WTO”) rules.2

1.12. Because of the widespread acceptance of the destination principle for applying VAT to international trade, most of the rules currently in force are generally intended to tax supplies of goods, services and intangibles within the jurisdiction where consumption takes place. Practical means of implementing this intention are, nevertheless, diverse across jurisdictions, which can in some instances lead to double taxation or unintended non-taxation, and to uncertainties for both businesses and tax administrations. 

1.13. Implementation of the destination principle with respect to international trade in goods is relatively straightforward in theory and generally effective in practice, due in large part to the existence of border controls or fiscal frontiers. When a transaction involves goods being moved from one jurisdiction to another, the goods are generally taxed where they are delivered. The exported goods are free of VAT in the seller’s jurisdiction (and are freed of any residual VAT via successive businesses’ deductions of input tax), whilst imports are subject to the same VAT as equivalent domestic goods in the purchaser’s jurisdiction. The VAT on imports is generally collected at the same time as customs duties, although in some jurisdictions collection is postponed until declared on the importer’s next VAT return. Allowing deduction of the VAT incurred at importation in the same way as input tax deduction on a domestic supply ensures neutrality and limits distortions in relation to international trade.

1.14. Implementing the destination principle for international trade in services and intangibles is more difficult than for international trade in goods. The nature of services and intangibles is such that they cannot be subject to border controls in the same way as goods. For these reasons, Guidelines have been developed for determining the jurisdiction of taxation for international supplies of services and intangibles that reflect the destination principle (see Chapter 3).

1.15. Making exports free of VAT and taxing imports introduce a breach in the staged collection process. In many VAT systems that operate an invoice-credit method, the VAT on cross-border business-to-business supplies of services and intangibles is collected by the...
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			Nous expérimentons ce nouveau format pour nos publications. En effet, même si l’ePub est formidable pour des livres composés de texte linéaire, le lecteur peut être confronté à  quelques dysfonctionnements  avec les publications comportant des tableaux et des graphiques  – tout dépend du type de support de lecture que vous utilisez.
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