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Governments endorse new OECD Guidelines on applying VAT across borders
OECD - Tokyo, 18 April 2014

Governments from 86 countries have taken a key step towards preventing value added tax
from weighing on trade while also safeguarding state revenues by endorsing the first
internationally agreed framework for applying national VAT rules to cross-border
transactions.

More than 250 high-level representatives of around 100 jurisdictions and international
organisations attending the Second Meeting of the OECD Global Forum on VAT in Tokyo on
17-18 April endorsed a new set of OECD Guidelines for the application of VAT or GST
(Goods and Services Tax) to international trade.

These International Guidelines seek to address the problems that arise from national VAT
systems being applied in the context of international trade in an uncoordinated way. They set
standards that ensure neutrality in cross-border trade and a more coherent taxation of
business-to-business (B2B) trade in services.

“The endorsement of these Guidelines is a big step towards reducing double taxation and
under-taxation in trade,” OECD Deputy Secretary-General Rintaro Tamaki told the Forum.
“The Guidelines are good for the private sector and good for governments as they should
boost both trade and tax revenues. | encourage countries to start using them from today.”
See the Statement of Outcomes here.

VAT is a major source of revenue for governments but becomes problematic when the tax is
applied to international trade particularly in services as different tax jurisdictions often use
different rules to determine which of them has the right to tax a transaction. This creates the
risk of double taxation, which hurts trade, and under taxation, which hurts governments.

The Guidelines set standards in two key areas: ensuring VAT neutrality and making taxes on
B2B trade in services destination-based. The first makes sure VAT targets private
consumption and not businesses, so it has a neutral effect on production and levels the
playing field for domestic and foreign businesses in cross-border trade. The second should
ensure that B2B trade in services is only taxed in the country of the recipient of the service.

The OECD is working with all the Global Forum participants to extend its Guidelines to
cross-border sales of services to private consumers (B2C), an area that is growing strongly
with the rise in online shopping.

This OECD Global Forum on VAT also discussed the equity impact of VAT. Countries often
implement reduced rates to alleviate burden on poorer households but discussions at the
Global Forum confirmed that reduced rates are a very expensive way of providing support to
the poor, particularly when compared to the use of targeted cash transfers.

For further information, journalists can email Pascal Saint-Amans, Director of the OECD
Centre for Tax Policy and Administration, Piet Battiau, Head of the Centre’s Consumption
Tax Unit, or contact the OECD Media Office (+33 1 4524 9700.)
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OECD Global Forum on VAT
Tokyo, 17-18 April 2014

Statement of outcomes on the OECD International VAT/GST" Guidelines

We, the high-level officials of 100 jurisdictions and international organisations worldwide, came
together at the second meeting of the OECD Global Forum on VAT (the Global Forum) on 17-18 April
2014 in Tokyo to discuss progress made in the development of the OECD International VAT/GST
Guidelines (the Guidelines) as a global standard to address issues of double taxation and unintended
non-taxation resulting from inconsistencies in the application of VAT to international trade.

We recall that, at its first meeting on 7-8 November 2012 in Paris, the Global Forum concluded that
the Guidelines are the firm basis for a global standard on the application of VAT to cross-border
trade in services and intangibles. We also recall that the Global Forum had pledged to build the
widest possible international consensus on the Guidelines with a view to achieve their endorsement
as a global standard.

Against this background and in light of our discussions at the second meeting of the Global Forum,
we:

- Support the development of the Guidelines to address risks of double taxation and unintended
non-taxation that result from inconsistencies in the application of VAT to international trade;

- Welcome the approval by the OECD Committee on Fiscal Affairs (CFA), at its 29 January 2014
meeting, of the first three chapters of the Guidelines, including on the neutrality principle and the
place of taxation for cross-border business-to-business (B2B) supplies of services and intangibles;

- Endorse these first chapters of the Guidelines as standards on neutrality and on place of taxation
for cross-border business-to-business supplies of services and intangibles, to serve as a reference
point for designing and implementing legislation;

- Urge the OECD to finalise its work on the remaining chapters of the Guidelines, including to ensure
effective and coherent VAT treatment of cross-border sales of services to private consumers (B2C),
and to present the completed Guidelines for endorsement at the next meeting of the Global Forum
in November 2015.

! Value Added Taxes (VAT) are also referred to as “goods and services tax” (GST) in many jurisdictions. For ease
of reading, this statement hereafter refers to VAT to cover all value added taxes, by whatever name, in
whatever language, they are known.
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