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EU VAT on digital services

The impact of digital revolution has been

wide-ranging. One of the greatest changes was

the rapid increase of cross-border services,
especially digital services provided directly to
final consumers. Consider the downloading of
music, video and images or cloud services,
online advertising and subscription services

for online publication. If your business supplies

digital services to consumers (B2C) then you
should carefully consider when and where VAT
obligations will arise for you.

What VAT is due?

As a general rule, if your business is established in
a Member State A and supplies digital services to
consumers located in Member State B, then such
services are subject to VAT in Member State B.
This implies that you have to charge VAT to your
customer at the rate of the Member State B,
where the customer is located. To declare and pay
this VAT to the Tax Authorities of Member State B,
you should either register for VAT in (each)
Member State(s) of the customer(s) or register for
the Mini One Stop Shop (MOSS) in your own
Member State.

Since this is very burdensome and costly,
especially for micro-business occasionally
supplying digital services, EU VAT Directive
2017/2455 introduced an important simplification.
From 1 January 2019 a threshold of EUR 10.000
was introduced up to which those supplies remain
subject to VAT in the Member State where your
business (i.e. the supplier) is established instead of
the Member State of consumption, provided that
certain conditions are met.

Speak to our Global
VAT Specialist:

Francesco Bartolucci
MGI Studio Pragma
Fano (PU), ltaly

bartolucci@studiopragma.it

In case you exceed the threshold of EUR 10.000
then you are forced to apply the general rule (VAT
due in the Member State of your customer).

However, if you want to apply the general rule —
taxation in the Member State of the consumer —
you can opt for this opportunity, but you will be
bound by this decision for 2 calendar years.

New Global VAT Specialist microsite

coming soon — watch this space!

Visit our websites
Find more information about our global

accounting network and association MGl
Worldwide and CPAAI at mgiworld.com and
cpaai.mgiworld.com
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Keep your eyes wide open!

As a digital services supplier, you must keep track of where your customers are located and what are
the VAT rules in those countries. In addition, you need to consider also that legislative landscape can
change rapidly and that sometimes VAT directives are not implemented in due time by all the EU
Member State so situations can be different across Europe.

As your Global VAT team, we would be pleased to support you with VAT compliance assistance so you
can focus on growing your business.

For more information please contact a member of the Global VAT Services Operational Group:

lan Marrow

Rickard Luckin

Chelmsford, UK

E: ian.marrow@rickardluckin.co.uk
T: +44 1245 254219

Florian Hanslik

PrimeTax AG

Zurich, Switzerland

E: florian.hanslik@primetax.ch
T:+41 58 252 22 15

Koen Dewilde
Vatsquare CVBA
Brussels, Belgium

E: koen@vatsquare.com
T:+32289902 12

Francesco Bartolucci

MGI Studio Pragma

Fano (PU), Italy

E: bartolucci@studiopragma.it
T: +39 0721 829549
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MGI Worldwide is an international network of independent accounting, legal and consulting firms that are licensed to use “MGI” or “member of MGI Worldwide” in connection with the provision of professional services to their clients. Members firms of
MGI Worldwide are a network as defined in the IESBA Manual and EU Audit Directives. CPAAI, also knowns as CPA Associates International, is an association of independent accounting and consulting firms that are licensed to use "member of CPAAI" in
connection with the provision of professional services to their clients. The member firms of CPAAI do not form a network under the terms of the IESBA Manual or EU Audit Directives and its members are not members of MGl Worldwide and may not use
the names MGl or MGl Worldwide in connection with the provision of professional services to their clients. MGI Worldwide and CPAAI are brand names referring to separate groups of members of MGI-CPAAI, a company limited by guarantee and
registered in the Isle of Man with registration number 013238V. MGI Worldwide and CPAAI are themselves non-practising entities and do not provide professional services to clients. Services are provided by the member firms of MGI Worldwide and
CPAAI. MGl Worldwide, CPAAI and their member firms are not agents of, and do not obligate, one another and are not liable for one another’s acts or omissions.



