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Preface

The development of the sharing and gig economy, facilitated by online platforms, can
have a positive impact on our economies. It provides new opportunities to share assets,
increase efficiency, lower prices and offers better services and more choice for both
suppliers and consumers.

From the perspective of tax administrations it also raises a number of challenges and
opportunities: on the one hand certain new activities may not always be visible to tax
administrations or self-reported by taxpayers; on the other hand, technological
developments can lead to greater transparency and support simplification of tax
obligations if leveraged in the right way. The benefits of this approach is that activities
are brought back into the tax system with minimum burden on taxpayers and
administrations alike.

The report demonstrates that the effective taxation of the users of sharing and gig
economy platforms is an issue that many tax administrations are grappling with and that,
regardless of any action taken domestically, strengthened international cooperation is key
to making these measures successful.

There are no simple solutions to this issue and this report sets out a range of areas that the
international community could consider taking forward to build on the close engagement
that has already taken place. Areas flagged in the report for further consideration are:
exploring the need for administrations and platforms to educate taxpayers to build
awareness of their obligations; the possible development, in collaboration with platforms,
of a voluntary code of conduct to include expectations on taxpayer education; and the
exchange of information between tax jurisdictions in a standardized way.

We believe that the report will assist in the development of legislative models for
standardized reporting by sharing and gig economy platforms and will provide valuable
information and insights to tax administrations and taxpayers, contributing to enhance
mutual understanding and trust.

We would like to thank the FTA Bureau and the OECD Secretariat for their support as
well as the project team from United Kingdom and Italy for their collaborative work on
the preparation of this informative report. Our gratitude also goes to everyone who has
been involved in producing the report, in particular the teams in the participating tax
administrations that have contributed their time and expertise, FTA countries that
responded to the requests for information as well as platforms that provided evidence and

insights.
Jim Harra Paolo Valerio Barbantini
(HMRC's Deputy Chief (Agenzia delle entrate —
Executive) Deputy Director General)
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Foreword

At the 2017 11th Plenary meeting of the OECD Forum on Tax Administration (FTA) in
Oslo, FTA members agreed to work collaboratively on a project to help ensure the
effective taxation of those earning income from the sale of goods or services in the
sharing and gig economy (also known as the collaborative economy) (OECD, 2017;)).

A project group, led by the Italian Revenue Agency and the United Kingdom’s Her
Majesty’s Revenue and Customs, was set-up to carry out the work. The project group
held several meetings and the project leads engaged with selected sharing and gig
economy platform operators.

This report summarises the finding of the project group. It is divided into four chapters:

e Chapter 1 sets out the background to the sharing and gig economy and the role of
online platforms;

e Chapter 2 provides some examples of current approaches that are being taken by
FTA tax administrations that participated in this work;

e Chapter 3 sets out a range of options that tax administrations may wish to
consider to help enable compliance in this sector; and

e Chapter 4 sets out recommendations and considerations for possible further work.

While the aim of the project was to help ensure the effective taxation of platform sellers
in the sharing and gig economy, project participants acknowledged that this should be
done in a way that does not place unnecessary burdens on platform sellers, the sharing
and gig economy platforms or tax administrations. These principles are reflected in the
recommendations made.

This report was approved by the Committee on Fiscal Affairs on 6 March 2019 and
prepared for publication by the OECD Secretariat.

Caveat

Tax administrations operate in varied environments, and the way in which they each
administer their taxation system differs in respect to their policy and legislative
environment and their administrative practice and culture. As such, a standard approach
to tax administration may be neither practical nor desirable in a particular instance.
Therefore, this report and the observations it makes need to be interpreted with this in
mind. Care should be taken when considering a country’s practices to fully appreciate the
complex factors that have shaped a particular approach. Similarly, regard needs to be had
to the distinct challenges and priorities each administration is managing.
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Executive Summary

At the 2017 11th Plenary meeting of the OECD Forum on Tax Administration (FTA) in
Oslo, FTA members agreed to work collaboratively on a project to help ensure the
effective taxation of those earning income from the sale of goods or services in the
sharing and gig economy (also known as the collaborative economy) (OECD, 2017)).

In this report, the term sharing and gig economy platforms is used to encompass those
platforms which mainly facilitate the buying and selling of goods and services between
individuals, including the self-employed, but which also facilitate some transactions
between businesses and consumers (and in some cases businesses to business
transactions). The report also focuses on income taxes and not on Value Added Tax
(VAT). While some of the issues are similar between income taxes and VAT, the risks as
well as policy and administrative responses are not necessarily the same. The FTA project
was also described in the March 2018 OECD interim report to the G20 on Tax Challenges
Arising from Digitalisation (OECD, 2018,)).

The rationale for multilateral collaboration in this area is three-fold. First, effective
taxation of platform sellers, i.e. persons selling goods or services through a sharing and
gig economy platform, is a common concern for many tax administrations in the light of
the continuing rapid growth of online platforms. Learning from approaches taken by
others can help lead to better outcomes.

Second, many sharing and gig economy platforms operate across borders without a
physical presence in each market in which their service is used. Where this is the case,
there can be difficulties for some jurisdictions in obtaining information from those
platforms and in enforcing any legislative requirements without enhanced international
cooperation.

Third, there could potentially be benefits in jurisdictions taking standardised multilateral
approaches, for example to the education of platform sellers and to reporting and due
diligence requirements for platforms. This might help to minimise burdens on both
platform sellers and sharing and gig economy platforms, which might otherwise arise
were jurisdictions to apply multiple different requirements. Standardised reporting
requirements could also facilitate exchange of information between jurisdictions
including on an automatic basis in appropriate circumstances.

The FTA project has therefore considered the different ways that tax administrations can
best engage with platform sellers, sharing and gig economy platforms and each other to
enable more effective tax compliance without creating excessive burdens. The project has
endeavoured to set out the pros and cons of different approaches. This has included:

e looking at ways to increase understanding among platform sellers as to what their
tax liabilities are and thus to help improve self-reporting of income;

e the sharing of approaches taken to identify platform sellers which allow tax
compliance to be checked or assessed. This includes through the use of public
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information sources as well as reporting and withholding requirements placed on
sharing and gig economy platforms; and

considering possible solutions to enable the effective collection and exchange of
information on platform sellers who operate through platforms located in another
jurisdiction to their jurisdiction of residence.

This report is divided into four chapters:

Chapter 1 sets out the background to the sharing and gig economy and the role of
online platforms. This includes estimates as to the size and predicted growth of
these new forms of intermediation as well as the resulting challenges and
opportunities for tax administrations, both individually and collectively.

Chapter 2 provides some examples of current approaches that are being taken.
This is based on survey responses from FTA tax administrations that participated
in this work. Among other things, this looks at the provision of guidance to
platform sellers as to their tax obligations as well as reporting and withholding
arrangements required of sharing and gig economy platforms.

Chapter 3 of the report sets out a range of options that tax administrations may
wish to consider to help enable greater compliance with tax obligations. These
cover

o joint educational initiatives, including in cooperation with platforms, to
make platform sellers more aware of their tax obligations

o the standardisation of reporting requirements placed on platforms

o enhanced international cooperation between tax authorities to ensure
compliance with reporting obligations

o international exchange of information between tax administrations on
platform sellers resident in one jurisdiction but operating through a platform
located in another jurisdiction.

Chapter 4 sets out recommendations and considerations for possible further work.

While the aim of the project is to help ensure the effective taxation of platform sellers in
the sharing and gig economy, the intention is that this should be done in a way that does
not place unnecessary burdens on platform sellers, the platforms or tax administrations.
Based on these principles the report therefore identifies three recommendations and areas
for further consideration by FTA administrations. These are for:

Joint work between tax administrations and platforms on providing
information and support to platform sellers on their tax obligations while
minimising compliance burdens. This includes further consideration of a possible
model Code of Conduct.

Improving the evidence base to enhance understanding of the tax at risk in
relation to platforms, by sector, and the range of options for enabling compliance.
This includes consideration of enhanced international cooperation as well as
continued exchange of information on successful practices and legislative
approaches.

Assisting in the possible development of a legislative model for standardised
reporting by sharing and gig economy platforms of the content, formatting and
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verification of information in relation to platform sellers. This would help avoid
requirements being placed on platforms to report in multiple formats to different
tax administrations.

References
OECD (2018), Tax Challenges Arising from Digitalisation — Interim Report 2018: Inclusive (2]

Framework on BEPS, OECD/G20 Base Erosion and Profit Shifting Project, OECD
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Chapter 1. Introduction

1.1. Scope of the project

1. The focus of the Forum on Tax Administration (FTA) project is to help ensure the
effective taxation of those selling goods or services through sharing and gig economy
platforms, a subset of multi-sided online platforms (OECD, 2015[1]).1 These platforms
provide “end-to-end services” for their customers and, therefore, have electronic records
of the payments made to platform sellers as well as some form of identifying information.

2. The rapid growth of multi-sided platforms has been one of the major changes to
the economy facilitated by digitalisation (OECD, 2018[2]).2 Such platforms often facilitate
transactions that occur outside of traditional business structures by:

e Individual (including self-employed) sellers of goods and services to individual
consumers. (The sharing and gig economy.)

e Business sellers of goods and services to individual consumers — business-to-
customer (B2C)

e Business sellers of goods and services to business consumers — business-to-
business (B2B)

3. The sharing economy is usually linked with assets and the gig economy with
services. Of course, assets and services are often provided together (such as a driver and a
car). Familiar examples are the temporary rental of a spare bedroom, unused apartment or
parking space, or the provision of a service such as delivery of goods, occasional
household services or the provision of transport or taxi services. These terms have also
been expanded in some jurisdictions to encompass outright sales of assets via online
platforms.

4. Some of the transactions facilitated by sharing and gig economy platforms have
long been carried out through other mechanisms, for example by word-of-mouth
recommendations or through community advertising and networking. In this context, it
has traditionally been difficult for the tax administration to monitor and assess the amount
and value of such transactions and to identify the individuals involved. As a result, some
such activity has often taken place outside of the formal economy.

5. Digitalisation and the subsequent emergence of the platform economy has
markedly increased the scale and scope of this issue by enabling large numbers of buyers
and sellers to quickly and relatively cheaply connect and transact, including across
jurisdictions and in an increasing range of areas.

6. The rationale for focussing on the sharing and gig economy is that platform
sellers may often not be known to the tax administration and may be less likely than
traditional businesses to understand their tax obligations, or that they even have tax
obligations. As a result, if effective taxation is not assured, then given the rapid growth
and proliferation of the sharing and gig economy, this may lead to a substantial growth in
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the informal economy over time, with detrimental impacts on competition and public
revenues. Although the scale of non-compliance is not yet well measured and deserves
further attention (including on a sector-by-sector basis), some tax administrations have
discovered high levels of non-compliance in some sectors.

7. While often platform sellers in the sharing and gig economy will be individuals,
including the self-employed, this will not always be the case. An example might be an
incorporated business that rents out multiple apartments through a platform which may be
used primarily by individual platform sellers for renting out single properties or rooms.
However, trying to segment platform sellers in the sharing and gig economy on the basis
of their taxable status (and carving them in or out of scope of particular requirements)
could produce difficult boundary issues for tax administrations and individual platforms,
such as when an individual changes status to become incorporated.

8. The issues explored in this project may also be useful in considering how tax
administrations can best interact with a wider set of platforms beyond the sharing and gig
economy, and in relation to indirect as well as direct tax, to ensure effective and efficient
tax compliance.

Figure 1.1. Examples of sharing and gig economy sectors

(Transpartunur)

Peer-to-peer Short-term
Q‘smeroe accommodation
Sharing and
gig economy
é‘;ﬂ;fundmg Delivery

services

eer-to- i
peer Ii‘y les
( Household )

1.2. Scale of the sharing and gig economy and key trends

9. The size of the sharing and gig economy is not yet well measured. It currently has
a relatively small share of the economy on most estimates. However, it has been growing
rapidly and in some jurisdictions may have a significant impact on some parts of the
traditional economy.

10. Taken together the features of this business model suggest that its share may
continue to grow strongly for a number of reasons, including:

o the scale of partially utilised assets in private hands, which can include a wide
variety of assets

o the possible unmet demand for different working patterns, whether for more part-
time, temporary or additional work
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e the convenience of use for participants, with low search and advertising costs and
with electronic confirmation and payments

e potentially lower costs where differential regulatory requirements are in place, for
example where activity is carried out on a self-employed basis rather than as an
employee or where there are different health-and-safety or insurance
requirements. (This can raise wider public policy issues)

e strong trust-enhancing mechanisms such as dispute resolution mechanisms,
insurance schemes, ratings of other users etc.

11. Vaughan and Hawksworth (Vaughan and Hawksworth, 20143)) calculated that on
a global basis the collaborative economy was worth USD 15 billion in 2014 and could
reach USD 335 billion by 2025. Within the EU, Vaughan and Daverio (Vaughan and
Daverio, 2016y)) estimated that the five main sectors of the sharing economy generated
nearly EUR 4 billion in revenues and facilitated USD 28 billion in transactions in 2015,
exceeding earlier expectations of growth.

12. Goudin (Goudin, 20165)) estimated that the potential gains from removing
barriers to bring underutilised assets into use could be of the order of USD 572 billion
annually within the EU. Survey data also indicates a growing number of people who have
engaged in digital transactions. A Pew Research Centre Survey (2016) of 4 787 US adults
estimated that around 72% had used one of 11 different shared and on-demand services.
Stokes et al. (2014) estimated that in 2014, 25% of the UK adult population used digital
platforms to share assets or resources.

13. Many of the tax administrations involved in the FTA project have done or are
currently undertaking analysis of the size and expected evolution of the sharing and gig
economy (although under differing definitions). In general, this indicates that at this stage
the sharing and gig economy occupies a small share of overall economic activity. In some
jurisdictions, though, the share of accommodation and transport services provided
through sharing and gig economy platforms is becoming increasingly significant.

14. Many tax administrations also report that significant numbers of people have
undertaken transactions through sharing and gig economy platforms as well as a rapid
growth in the number of platforms covering different economic activities. Most
jurisdictions expect continued rapid growth over the coming years, albeit from a low
base. This is broadly in line with the findings and expectations of private sector research,
although growth may proceed very differently in different jurisdictions depending on
national circumstances.

15. In terms of the economic activities of the platforms, participating tax
administrations were asked to indicate the five main sharing and gig economy activities
within their jurisdiction. The following sectors were reported to be the most significant at
the present time (although the same will not be true in all jurisdictions):

e short-term accommodation
e transportation (taxi services, ride sharing, parking spaces)
® peer-to-peer e-commerce

e on-demand household services (such as support with household tasks, delivery,
food preparation) and on demand professional services

e peer-to-peer lending and crowd-funding.
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Box 1.1. Scale of the sharing and gig economy and key trends — Country examples

In The People’s Republic of China the gross income of the sharing economy market
was estimated at around EUR 55 billion in 2016. It is expected to expand at a rate of over
30% annually over the next five years.

In Denmark, property rental and transport are the most used parts of the sharing
economy. In 2015, the total value of transactions facilitated by peer-to-peer online
platforms in these two sectors was between EUR 57-84 million. There are approximately
140 multi-sided platforms, including the peer-to-peer online platforms, operating in
Denmark. Around 17 % of the Danish population is estimated to have used sharing or gig
economy services with around 4 % of the population involved in supplying such services.

Finland’s collaborative market was estimated to be around EUR 100 million in 2016 and
is estimated to reach EUR 1.3 billion in 2020. In 2016, the largest sectors were
collaborative finance at 65 %, accommodation and space for rental at 19% and small
tasks and household services at 14 %.

In France, between 200 and 300 peer-to-peer online platforms provide services, with
around one quarter based in third jurisdictions. The total turnover of these platforms is
estimated between EUR 3 and 4 billion.

In Portugal, the main sharing economy activity is short-term accommodation, which
received around 2.6 million guests in 2016 with total gross income of around EUR
206 million.

In Spain, the total size of the collaborative economy at present has been estimated by the
Spanish Tax Agency (AEAT) to be around EUR 750 million, with tourist accommodation
being the principle sector. The emergence of online platforms has changed the
accommodation sector in Spain with tourist housing now offering more beds than hotels.

In the United Kingdom, research commissioned by HMRC estimated that around 11 %
of the working age population in 2015/16 derived some income from taking part in
sharing economy activities, equating to around 5.3 million people. The estimated total
gross income was approximately GBP 8 billion and the annual mean individual income
around GBP 1 700.

1.3. Opportunities, challenges and risks

1.3.1. Opportunities

16. The growth of sharing and gig economy platforms presents significant
opportunities for tax administrations, if ways can be found to ensure the effective taxation
of platform sellers.

17. First, the features of these platforms outlined above may bring activity previously
carried out in the informal cash economy onto the platforms, possibly shrinking some
parts of the cash economy. For sellers, these platforms offer a relatively inexpensive way
of reaching a larger market. For buyers, the trust enhancing mechanisms and the
competitive market place may outweigh the perceived advantages of cash discounts often
offered in the informal economy. Unlike cash transactions, payments facilitated by the
platforms are recorded in electronic form, including the identity of the parties (albeit to a
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varying extent). The recording of transactions itself may encourage greater voluntary
compliance. If the information is accessible to tax administrations, this will also provide a
better audit trail to track and encourage compliance or even for moving to compliance-by-
design approaches such as pre-filled tax returns or withholding.

18. Second, these platforms often provide new opportunities for economic activity,
potentially increasing productivity and innovation. This may help to drive growth and
have positive impacts on government revenue. The growth impacts can take place directly
through increased economic activity as well as indirectly through positive spillover
effects on other parts of the economy. This can arise, for example, through increased
tourism or greater demand for services as a result of increased transport opportunities etc.
While important in all jurisdictions, the positive growth and revenue impacts may be
particularly significant for those developing jurisdictions with large informal economies.

1.3.2. Challenges
19. There are a number of significant obstacles, though, to obtaining these benefits:

e There may be uncertainty among some platform sellers as to what their tax
liabilities are which may therefore reduce self-reporting. (This can be a difficult
area. For example, there may be different liabilities and different methods of
calculating tax liabilities for different transactions and types of taxpayer). This
can both lead to genuine uncertainty and possible exploitation by those who may
seek to use it as an excuse for non-reporting.

¢  While most tax administrations will have legal powers to access information on
an individual under investigation from a platform, those powers may not extend in
all cases to accessing bulk information as regards all of their tax residents.

e Tax administrations may not have legal powers to access information directly
from a platform located in another jurisdiction. While exchange of information
agreements between jurisdictions allow one tax administration to request tax
relevant information from the host tax administration of the relevant platform,
such requests usually have to be on the basis of named individuals or an
identifiable group. Such information can be difficult to obtain by accessing the
platform’s public website, both for technical reasons and because of restrictions
arising from relevant data protection requirements. Even where such requests
have been successfully made, the structure of the data supplied has not always
been easy for the receiving tax administration to use.

1.3.3. Risks

20. As for risks, they are perhaps threefold. First, while effective taxation of platform
sellers may reduce the informal economy as set out above, if this is not achieved then
there could potentially be a significant growth in the informal economy. This could result
both from the movement of some people from traditional employment (where their
income is often reported by their employer) to sharing and gig economy work, and from
the expansion of unreported sharing and gig economy activity in general. Second, this
could lead to unfair competition with other businesses, which may reduce the profitability
of those businesses and public revenue. Third — and this is outside the scope of this
project — changes in the mix of taxable status in the economy (for example from
employee to self-employed or incorporated status) can have important consequences for
government revenue as different rules may apply for example on deductions and
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thresholds for income tax purposes and as regards social security contributions. This may
generate other public policy concerns in addition, including from changes to certain
employment rights.

Notes

' Multi-sided business models are defined in section 4.3.4. of Addressing the Tax Challenges of the
Digital Economy, Action 1 - 2015 Final Report.

? See Chapter 2 of Tax Challenges Arising from Digitalisation — Interim Report 2018: Inclusive
Framework on BEPS.
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Chapter 2. Current tax administration approaches and limitations

Figure 2.1. Spectrum of approaches / measures to address tax issues arising from the sharing
and gig economy
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21. Tax administrations which participated in the Forum on Tax Administration

(FTA) project on the effective taxation of platform sellers in the sharing and gig
economy, completed a survey setting out the range of approaches they are currently
taking and their limitations. The survey looked at general issues around definitions;
education and engagement with individual platform sellers, including special legislative
simplifications; approaches to identifying platform users, including through voluntary
arrangements; and legal powers to access information and their application in different
scenarios. These are discussed below together with some examples provided by tax
administrations.

2.1. General issues

2.1.1. Definitions

22. A number of jurisdictions use the term “sharing economy” or “collaborative
economy” to cover a wide range of online platforms, while others differentiate between
the sharing economy and the gig economy. The definition used in Greece is:

“The sharing economy is defined as any model where digital platforms create an open
market for the temporary use of goods or services which are often provided by
individuals.”'

23. In 2016 Italy had a draft proposal for a legal definition (not adopted):

“A business model based on the optimal allocation and sharing of resources such as time
and space, goods and services, through on-line platforms. Platform operators act as
facilitators connecting users and offer value added services.”

24, For other jurisdictions there is a mix of public definitions used in explanatory
material or to inform wider strategies and public discussions. Within that, there is a
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further mix of those who define the activity as entirely individual-to-individual and those
who include (explicitly or implicitly) businesses operating within platforms that are
primarily individual-to-individual. Some jurisdictions exclude the outright sale of goods
from their definitions.

Box 2.1. Definitions — Country example: Norway

The Norwegian Tax Administration uses the definition from a government appointed
committee, which delivered an Official Norwegian Report on the topic early in 2017.2

The Committee used the following definition: “Sharing economy means economic
activity enabled or facilitated via digital platforms that coordinate the provision of a
service or the exchange of services, skills, assets, property, resources or capital without
transferring ownership and primarily between private individuals.”

Further, the Committee stated: “The sharing economy has a number of defining
characteristics:

e One such characteristic is that the sharing economy involves services enabled or
facilitated via digital platforms. Emphasis is given to the fact that the platform
facilitates the activity, rather than being the supplier of the actual service. The
Committee has concentrated on commercial sharing initiatives rather than non-
commercial schemes, since commercial sharing services raise more regulatory
challenges than non-commercial ones.

¢ Another key characteristic is that ownership is not transferred. Traditional internet
sales and, for example, media services delivered via electronic platforms are
therefore excluded from the definition.

e A third characteristic is that economic activity primarily occurs between private
individuals — referred to as peer-to-peer sharing — or between businesses and
private individuals, i.e. business-to-peer sharing. This distinction is made partly
because new sharing initiatives are founded on the concept of selling unutilised
household resources in a market and partly because this area presents the main
regulatory challenges. Service providers and lessors will therefore either be
private individuals or be defined as businesses (if the activity is sufficiently large
in scale), whereas demand will primarily come from private individuals.”

25. At this stage, it appears from the survey that most tax administrations are
primarily looking at how to ensure effective taxation of platforms sellers who are
generally not known to the tax administration and thus less likely to self-report. These
platform sellers will often be individuals, including the self-employed.

2.2. Education, engagement and legislative simplifications

2.2.1. Education and engagement

26. There is some evidence which indicates that a significant proportion of platform
sellers do not fully understand their potential tax liabilities nor the interaction with social
security payments. For many platform sellers this will be new activity or it may be part-
time or casual in nature and/or on top of existing employment.
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27. In order to make platform sellers aware of their potential tax obligations, thus
fostering compliance, tax administrations are undertaking a range of educational
activities. The most common educational activity consists of information and guidance
provided through the tax administration website, in most cases via a dedicated page.

28. Almost all participating tax administrations also report engagement with sharing
and gig economy platforms on alternative ways in which the platforms can help in
educating platform sellers on tax obligations. This may be by providing links to the tax
administration website, maintaining information on their own website or direct
communications with their users. A number of tax administrations have also engaged
directly with those they know are undertaking activity through such platforms, have run
targeted campaigns, including through different media, and have worked with relevant
trade associations or industry bodies. Some examples are set out in the box below.

29. As yet, though, most participating tax administrations have not evaluated the
effectiveness of educational programmes in the specific area of the sharing and gig
economy, including which channels work best. A number of jurisdictions are recording
the traffic on their own dedicated webpages as well as evaluating comments/retweets etc.
on social media. As more information becomes available about how to engage with
individual platform users most successfully, it would be useful to share this between tax
administrations.

Box 2.2. Education and engagement — Country examples

Tax authority websites

In Greece, after the approval of the 2017 law on the sharing economy in the
accommodation sector, the Independent Authority for Public Revenue (IAPR) issued a
decision on its website, which sets the details for the operation of the Register of Short-
Term Property Lets, the procedure for submitting the Short-Term Letting Declaration, the
carrying out of inspections, as well as information on tax obligations and penalties. In
August 2018, the electronic applications of the Register of Short-Term Property Lets and
the Short-Term Letting Declaration were put into operation. All the relevant decisions,
circulars and provisions, videos/demos of the applications, FAQ and a manual for the
applications are posted on the website of [APR.

The Danish Tax Agency (SKTST) has a dedicated webpage containing online guides.
These can also help people with calculating potentially taxable income from renting out
property and in filling in their tax return. The website was promoted in social media
campaigns in 2017 and 2018. In 2018, SKTST also engaged with some of the largest
online platforms and provided the platforms with checklists and short text guides for
email communication or websites. In return, the platforms have been helpful with insights
to help optimise checklists and guides, e.g. the fact that information from the platforms is
also requested in English. Furthermore, the Danish government has launched a portal that
sharing and gig economy businesses can use to access authorities. The platform
(www.challenges.dk) aims to become a national hub for “challenges” where people and
businesses can contribute with suggested solutions. In 2019, SKTST will also initiate a
communication campaign for the increased basic allowance on housing, boat and car
rentals (see further below in the box within the section of ‘legislative simplifications’).
This is aimed at increasing the awareness and understanding of the new legislation among
taxpayers in Denmark.
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In France, the French Tax Administration has posted guidance notes on the tax
obligations of platform sellers and a summary of the content of the notes was published in
several media.

In Hungary, the administration publishes leaflets, which are regularly updated, to inform
platform sellers of their obligations. Information has been published on a number of
platforms.

Irish Revenue has issued guidance by way of a publicly available Tax and Duty Manual
on the tax treatment of income arising from the provision of short-term accommodation.

The Spanish Tax Agency (AEAT) provides information and guidance on its website in
Spanish and English regarding the taxation of private holiday home rentals. The guidance
note explains all the taxes and obligations applying to private holiday home rentals.

Campaigns and use of other media

In Italy and Japan, tutorial videos have been developed in order to provide an
explanation of short-term renting contract provisions and the tax obligations for
individual platform sellers.

In Australia, the Australian Taxation Office (ATO) has run an ongoing campaign
through social media focused on the sharing economy to complement mail-outs and
website information. The programme includes media releases, radio promotion for
diverse audiences in seven different languages, social media, video and advertising.

In Norway, the Norwegian Tax Administration has used social media campaigns to make
taxpayers aware of their tax obligations, in particular directing people to their dedicated
website.

In Greece, IAPR releases announcements to the media, in order to provide information to
lessors of short-term accommodation and help them to comply with their tax obligations.
Greece is also using videos on YouTube to educate property owners on the registration
process.

Cooperation with peer-to-peer online platforms

In Singapore, the Inland Revenue Authority has reached out to a number of sharing and
gig economy platforms and relevant trade associations in Singapore to disseminate tax
information to individual platform sellers to clarify tax rules. This may be done through
email communications they have with their users or via links to the dedicated tax
administration webpage on their respective websites.

In Italy and the Netherlands, a number of platform websites have a Q&A or a summary
of relevant regulations. As well as information on tax obligations, these will also often
contain other regulatory information, for example on health and safety or local legal
requirements.

In Greece, IAPR has reached agreement with a number of property rental platforms for
them to show the Property Registration Number on the listing page for all Greek listings.
In addition, the platforms agreed to inform the lessors of Greek listings about their tax
obligations and to communicate to them links to the website of IAPR, where all the
relevant information is stored. Discussions with these platforms on further cooperation
will continue and other platforms will be invited to join the discussions.
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In Japan, the National Tax Agency cooperates with industry groups involved in the
sharing economy with the aim of (i) increasing the level of compliance by individuals
engaged in person-to-person transactions, and (ii) enhancing tax knowledge among
individuals who are obliged to file tax returns for the first time. This cooperation involves
the industry groups in providing guidance to affiliated platform providers, who in turn
inform individual platform sellers, via their website and via email, of their obligation to
file tax returns.

Direct engagement

In Australia the ATO has an extensive programme to write to all new ride-sharing
drivers on a quarterly basis that are not registered for Goods and Services Tax (GST) to
tell them about their obligations. (The relevant data was collected from an Australian
subsidiary following agreement between the parent company and subsidiary.) Drivers that
continue to drive and remain unregistered receive on-going communications from ATO
and can be registered by ATO.

In Ireland, Irish Revenue have legislation requiring those providing short-term
accommodation services to furnish details to Irish Revenue of payments made to
customers chargeable to tax under Irish tax legislation. To encourage voluntary
compliance and to assist taxpayers in meeting their obligations, Irish Revenue used this
information to identify and write to approximately 12 000 taxpayers who had received
income from the provision of short term lettings, as a reminder to include this income on
their tax returns. The letters also provide guidance on the correct tax treatment of this
income and give details on how to correct returns already made, where necessary.
Additionally, Irish Revenue recently issued guidance on the tax treatment of income
arising from the provision of short-term accommodation. This is published on Irish
Revenue’s website, www.revenue.ie.

In the United Kingdom, Her Majesty’s Revenue and Customs (HMRC) launched an
online small business forum where businesses can get help and support from each other
and from HMRC. It includes a web chat facility for new small businesses to provide help
and support about filing and paying their taxes for the first time. HMRC have also
translated VAT guidance into Chinese and promoted it via their international network.

2.2.2. Legislative simplifications

30. In addition to uncertainty around tax obligations, some platform sellers may
choose not to engage with the tax system due to concerns about the formalities of
registering for tax and social security purposes and complexities involved in comparison
to what, for many, may be relatively low amounts obtained from sharing and gig
economy activity.

31. In the light of this and also to avoid creating excessive burdens that might
negatively impact the growth of the sharing and gig economy, some tax administrations
reported the introduction in their jurisdiction of legislative simplifications. These are
often aimed at reducing complexity for some platform sellers and thus encouraging
greater compliance. Other tax administrations have taken the view that nothing separate is
needed for the sharing and gig economy beyond any existing regimes aimed at small
businesses (which are features of many jurisdictions’ tax regimes).
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32. This is obviously a matter for each jurisdiction depending on its circumstances,
with potential trade-offs between encouraging new economic activity and reduction of the
cash economy, and potentially impacting competition in particular sectors. Some
examples of legislative simplifications are in the box below.

Box 2.3. Legislative simplifications — Country examples

Hungary has introduced a special rule for those renting out accommodation for less than
ninety days and who have no more than three properties (with a maximum of eight rooms
overall) and the properties are in his/her name in the land registry. In this case, there is
only a nominal annual personal income tax sum to be paid of around EUR 120 per room.

In Denmark, a political agreement has been concluded to increase the basic allowance on
holiday home rental from around EUR 2 900 to around EUR 5 300. The new allowance is
conditioned by the rental being handled through a third party (e.g. a platform or a rental
agency) which reports the income to the Danish Tax Agency. Without reporting via third
parties, the basic allowance will be approximately EUR 1 500. In addition, a similar
incentive will also be made for short-term rental of permanent residences. With this
initiative, the basic allowance will be approximately EUR 4 000. A 40% deduction of
any income above the basic allowance is available if income is reported to the tax
administration. If not, the basic allowance will be approximately EUR 1 500. Similar
initiatives have been made as regards the rental of boats, cars and campers.

Italy allows those renting short-term to opt for a substitute fixed income tax rate of 21%.
In this case, the platform intermediating the payment will apply a withholding tax of 21%
and provide the lessor with a certificate containing all relevant data. The certificate is also
transmitted online to the Italian Revenue Agency that will use it to pre-fill the lessor’s tax
return. In addition, the recently approved Budget Law for 2018 has introduced a
withholding tax on capital income received by occasional lenders acting through on-line
platforms (peer-to-peer lending). This procedure relieves the taxpayer of the need to
include this income in the annual income tax return.

In Norway, as of the 2018 tax year, new rules have been introduced for short-term rentals
of less than thirty days. Tax is due on income exceeding around EUR 1 000 with a
standardised deduction of 15% and tax on the remainder at 23%. (While a simplified
regime, previously such income was often tax-free.)

From April 2017/18 tax year the United Kingdom introduced tax-free allowances on
property and trading income so taxpayers would no longer have to declare income from
these sources where the annual gross income was GBP 1000 or less.

2.3. Withholding arrangements

33. Given the large and potentially growing number of platform sellers, many of who
may receive relatively small amounts of income, it will usually not be cost effective to
undertake large numbers of individual investigations and audits. As the size of the sharing
and gig economy increases, this could become a more significant part of the tax base with
people who were previously solely salaried employees (and often subject to withholding
tax), earning income through one or multiple platforms as self-employed persons.
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34, One option to cover large numbers of people could be through withholding
arrangements such as have been entered into by a few jurisdictions as regards some
platforms. Withholding can be an efficient tool to ensure compliance. Tax gap analysis
published by the United States Inland Revenue Service in 2016 found that compliance is
higher when amounts are subject to tax information reporting and even higher when also
subject to withholding.

35. Withholding taxes are taxes paid directly to the government, usually by a
principal who pays the income to the recipient, or as an intermediary between the payer
and customer. The most common withholding tax in operation globally is income tax on
employment income. Other examples include withholding taxes on interest, dividends,
royalties or property income for non-residents. Depending on the underlying tax regime
and nature of the payments, withholding can vary from a simple system, at a universal set
rate, to a more complex system that is responsive to the customer’s wider circumstances.

36. Withholding taxes may also apply to foreign platforms, in which case a tax
representative might be needed in order to address potential data protection or
enforcement issues depending on the circumstances of the jurisdictions concerned.

Box 2.4. Withholding arrangements — Country examples

Italy recently introduced new requirements for intermediaries acting in a traditional way
(agencies) or through online platforms. Intermediaries can be tax residents in Italy or non-
resident acting through a permanent establishment or a tax representative. Under these
requirements, intermediaries that intervene in the payment will have to withhold tax at
21% on gross payments. Other intermediaries intervening in the transaction transmit basic
identification data to the Italian tax administration (beginning in 2018). The taxpayer may
claim tax refunds of the withholding tax, with the credit granted against the final tax
liability due.

In Mexico, the Tax Administration Service (Servicio de Administracion Tributaria) has
issued a tax rule that facilitates compliance by taxpayers that independently provide
passenger transportation or food delivery services through online platforms. Under the
rule, the platforms calculate and withhold the relevant income tax and value added tax
that would otherwise have to be paid by the taxpayer on a monthly basis.

2.4. Identifying platform sellers

37. Other options for engaging with large numbers of platforms sellers may be using
information obtained from platforms to pre-fill tax returns, issue communications to
prompt and encourage voluntary compliance (sent either by the tax administration or
platform) or other targeted compliance activities. These options rely on tax
administrations being able to identify platform sellers such that they can be matched with
existing taxpayers, or registered as new taxpayers.

38. Participating tax administrations were asked what information they would need to
receive for these purposes. For most administrations this is broadly the same information
as required under the Common Reporting Standard for financial account information and
other third party reporting regimes, namely:

e First and last name
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o Taxpayer Identification Number (TIN) if any

e Date of birth

e Address

e Bank account number(s) to which payments are made
e  Amounts paid to the platform seller.

39. Some other participating tax administrations also wanted to receive the e-mail and
mobile phone number of platform users as well as fees paid by the platform to the
platform seller. Where the activity was short-term rental, a number of administrations
also wanted information on the duration of the contract (since there may be local
thresholds) as well as the property address and/or property registration number.

40. Further work will be needed to refine the minimum information requirements,
both to ensure that tax administrations have sufficient information and to avoid placing
excessive burdens on platforms. Ideally, a single set of information could be agreed
between tax administrations, which applied to all sharing and gig economy platforms,
both domestic and operating in a multinational context, to avoid them having to report
different sets of information. (There may also be benefits for this information to meet the
needs of tax authorities for indirect as well as direct tax compliance.) There may, though,
need to be an enhanced set of information for transactions involving immoveable
property given that the income may be taxable in more than one jurisdiction (subject to
appropriate double taxation relief).

2.4.1. Public sources of information

41. The vast majority of the jurisdictions involved in the project make use of
information technologies to collect information automatically from websites. A wide set
of IT techniques has been applied, such as web scraping or web crawling. Some
jurisdictions have developed tools in-house to take into account the specific features of
data to be collected from particular platforms, while others have used open-source
software. Data collected from the web can provide information on prices, transactions,
duration of stay etc. as well as make estimates on turnover.

42. Despite the use of these tools, most tax administrations did not find data collected
from websites to be entirely reliable, especially regarding the platform seller’s
identification (which may for example be just a first name or a nickname). In addition, the
transformation from unstructured data to data that can uniquely identify taxpayers can be
extremely resource-intensive. Some tax administrations have nonetheless found public
data obtained in this way to be useful for monitoring the business models of the platforms
and tax risks, as well as helping them to provide evidence for government bodies looking
into wider public policy issues. Some jurisdictions have also developed data analytics
tools and systems to analyse taxpayer declarations, tax returns and other third party
information to risk assess for under-declarations of tax or to strengthen risk analysis
procedures.
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Box 2.5. Public sources of information — Country examples

In Ireland, Revenue uses advanced analytics to detect patterns of non-compliant
behaviour from the extensive sources of Revenue and third-party data available.
Revenue’s Risk Evaluation Analysis and Profiling system uses data from multiple sources
to inform compliance activities.

The Spanish Tax Agency (AEAT) is running parallel process platforms (Apache Spark)
using Big Data tools such as Hadoop and Graphx to provide auditors with a picture of the
networks of companies involved in these types of activities. Also, AEAT has used data
collected from websites to communicate to taxpayers that AEAT is aware of a possible
renting activity. The communication was included in pre-populated income tax returns
and resulted in a 26% increase in declared income.

2.4.2. Data protection

43. A number of jurisdictions highlighted potential proportionality concerns of using
publicly available information automatically collected from websites if done on an
indiscriminate basis (i.e. outside of audits and investigations). Some jurisdictions also
noted that data collected through web scraping tools may only be capable of being used as
circumstantial evidence that needs to be verified within an administrative procedure in
which taxpayers retain their rights to present alternative evidence. It was also noted by
some that there were limitations on tax officials from accessing open source content
without appropriate permissions.

44. The wider legal framework regarding privacy or security limitations for using
public data sources is covered by a multiple level of provisions. EU Member States, for
example, have to comply with the General Data Protection Regulation (EU) 2016/679 as
well as national laws and internal regulations. Generally speaking, the processing of
personal data is lawful to the extent that it is necessary for the tax administration’s
performance of tasks carried out in the exercise of official authority as described in the
national laws.

2.4.3. Voluntary agreements to supply data

45. A few tax administrations have entered into small-scale voluntary agreements
with platforms regarding the provision of information on platform sellers and/or direct
withholding and payment of local taxes or fees for services offered through the platforms.
In some jurisdictions, municipalities in particular have concluded agreements with short-
term rental platforms for the platform to collect city taxes on behalf of the municipality.

46. Voluntary arrangements may be an effective solution in the case of more
established platforms particularly in jurisdictions where the tax compliance culture means
that a large percentage of platform users might be expected to give consent. However, as
the number of platforms operating across border grows, with platform sellers having a
greater choice of platforms they can use for the same activity, voluntary arrangements
may become more difficult to negotiate and to control. A number of tax administrations
raised concerns with relying on voluntary agreements for large populations of taxpayers
in the light of data protection and privacy issues, in particular the need for informed
taxpayer consent, which in many countries needs to be freely given and capable of being
withdrawn at any time.
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Box 2.6. Voluntary agreements to supply data — Country examples

The Danish government is exploring options regarding the exchange of information on
income from rentals in Denmark through online platforms. In this context, the Danish
Customs and Tax Administration will develop a digital solution for declaring income.
This is through an Application Programming Interface (API) that can be integrated by the
platforms. The API will integrate authorisation and consent between the supplier (e.g. the
user renting out property), a third party (e.g. a platform) and the Danish Customs and Tax
Administration.

In France, a law passed in late 2017 will impose from 2019 the collection of the
occupancy tourist tax (known as “taxe de s¢jour”) by platforms offering holiday rentals.
This tax is to be paid by tourists for each night spent in commercial accommodation. This
tax historically applies to hotel residents but also applies to private holiday rentals. Before
2019, platforms can collect the occupancy tourist tax from customers to remit it to
municipalities on a voluntary basis. Short-term rental platforms agreed to do so in major
French tourist cities, including Paris.

In Italy, some municipalities have concluded special agreements with the platforms for
the collection of the local city tax.

2.4.4. Legal powers to access data

47. There appears to be no obstacle to jurisdictions legislating to require online
platforms to provide them with information on all platform sellers who are tax resident in
the jurisdiction provided it is relevant for tax purposes. This will generally be
unproblematic as regards enforcement where a platform has structures in place in the
jurisdiction in question that allow a local office or representative to be able to obtain the
information. In other situations, i.e. where those structures are not in place or the platform
has no presence in the jurisdiction, the legislation, or its practical implementation, should
foresee approaches that facilitate enforceability. This may not be straightforward.

48. Participating tax administrations were asked to specify the extent of their legal
powers to obtain information on platform sellers in two different scenarios. These were:

e Scenario 1: where the information is held in their territory by a sharing and gig
economy platform or its agent

e Scenario 2: where the information is held in another jurisdiction.
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Scenario 1 — Information is held domestically

Figure 2.2. Domestic office and data available in country

Domestic office and data in country

Jurisdiction A Jurisdiction B

Local P2P Platform

P2P Platform " P2P Platform
office
Tax Administration A Tax Administration B

Note: In this case, the information collected by the platform is held in tax administration A’s jurisdiction
either by the platform or by a local office (Scenario 1).

49. It will be a matter for each administration as to how to obtain information held
within their jurisdiction and on which taxpayers. This will depend on national
circumstances, including legislative provisions, and identified risks.

50. All participating tax administrations reported having powers to enable them to
access data held within their jurisdiction when checking any individual taxpayer’s
position, for example after an investigation or audit is opened. A number of tax
administrations also indicated that they had legal powers to ask third parties for
information about all of the individual platform sellers resident in their jurisdiction on a
bulk basis (i.e. as a class of taxpayers). However, relatively few tax administrations seem
to be collecting information on a bulk basis at present.
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Scenario 2 — Information is held abroad

Figure 2.3. Platform and data in a third country

Jurisdiction A Jurisdiction B

P2P Platform

Tax Administration A Tax Administration B

Note: In this case, the platform provider has no local office in tax administration A’s jurisdiction and the data
collected by the platform is held abroad (Scenario 2).

51. In this scenario, most tax administrations reported that they are unable to obtain
data from a platform without the use of administrative assistance instruments, such as EU
Directives, bilateral or multilateral instruments.

52. All tax administrations do, though, have the ability, under international
agreements for exchange of information on request, to obtain data on individual platform
sellers resident in another jurisdiction. This is subject both to an international agreement
being in effect between the tax administrations in question and the request meeting the
requirements set out in that agreement, including that the information is “foreseeably
relevant”.

53. In this case, there is no contact with the platform, but only with tax administration
B in the diagram. In the survey, most of the jurisdictions reported a satisfactory success
rate of exchange of information requests when the taxpayers were identified. One
obstacle identified by a number of tax administrations in this regard is that it can be
difficult to identify taxpayers adequately from internet searches for exchange of
information request purposes. It was also reported that where information was provided
by a platform it was sometimes unstructured and difficult to use.

54. No tax administration yet appears to have agreed to group requests for
information on all individual platform sellers made by another tax administration. This
may be on the basis that these requests have not met the tests for “foreseeable relevance”
and have been treated as “fishing expeditions” which do not meet the requirements of the
international agreements.

55. The OECD Model Tax Convention on Income and on Capital (OECD, 2017;;)
and its commentary provides guidance at paragraph 12 of its commentary on Article 26
(Exchange of Information Article) on how the standard of “foreseeable relevance” can be
met in the case of a request relating to a group of taxpayers not individually identified.

56. The commentary notes that in such a case it is necessary that the:

e ‘“requesting state provide a detailed description of the group and the specific facts
and circumstances that lead to the request, an explanation of the applicable law
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and why there is reason to believe that the taxpayers in the group for whom
information is requested have been non-compliant with that law supported by a
clear factual basis”.

57. In general, it should be noted that laws in a requested jurisdiction may allow a
third-party information holder to appeal or challenge such a group request by way of
court proceedings.

58. At present, it appears that only a small number of jurisdictions have legislated to
collect data from sharing and gig economy platforms on all of their tax resident platform
sellers regardless of the location of the platform and data.

Box 2.7. Legal powers to access data — Country examples

In France, from 2020 (i.e. covering 2019 revenues), French or foreign platforms will
have the obligation to communicate to the tax authorities the revenues received by users.

In Spain, from January 2019, platforms that intermediate in the rental of tourist housing
have the obligation to communicate to the tax authority information on the activity in
which they intermediate: identification of the owner of the property, identification of the
property, rental income and other information.

Norway is introducing regulations for third party reporting, both for domestic and foreign
platforms. The regulations will apply to foreign platforms having sufficient activity in
Norway, for instance if the platform is used to rent out a property in Norway or a service
taking place in Norway. Norway expects to have these regulations in place from 2020.
The information on rental collected from platforms will be used to pre-fill the tax return
for individual taxpayers.

Notes

" Law 4472/2017 Article 84.

2 www.regjeringen.no/en/dokumenter/nou-2017-4/id2537495/.
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Chapter 3. Considerations for effective taxation of platform sellers

59. The nature of the sharing and gig economy is such that a significant number of
individual platform sellers may not be fully aware of their tax obligations. This is for a
number of reasons, in particular:

e tax obligations might not be clear, with more focus needed in terms of guidance
than for traditional forms of employment and self-employment

e some of the activities may be entirely new, or may be an expansion of previously
untaxed or non-taxable transactions such as occasional short-term rental or even
hobby sales

e for some platform sellers, these might be second or third incomes, and the activity
may be of an occasional nature or spread across different platforms.

60. In addition, where there is knowledge that information on the transactions may
not be visible to tax administrations, some platform sellers may decide not to report even
if they are aware of possible tax obligations. Where tax is not paid, whatever the motive,
it can have impacts on competition and, at scale, on public revenues. Further evidence
and analysis is required to better understand the risks to tax compliance and the potential
for those risks to continue and to grow. Deeper analysis will allow countries to make
informed decisions about which options they want to consider to tackle these issues.

61. In order to mitigate the risks, many governments are already now seeking to
improve taxpayer education to encourage self-reporting of income. This includes
cooperation with platforms in a number of jurisdictions.

62. Some governments are also legislating to require that online platforms operating
in their jurisdictions provide information on platform sellers who are tax residents. In
some cases, requirements for withholding and remitting tax by the relevant platforms
have been put in place. Such legislation may cover individual sectors, a wide range of
sectors or even all online platforms.

63. Legislation will generally be effective where platforms operate within a
jurisdiction in a legal form (which may be through a branch, subsidiary or agent) or
otherwise have access to information on individual platform sellers who are tax residents,
e.g. via a data controller. However, there may be some concerns around enforceability
and data protection where platforms are based in another jurisdiction.

64. As the sharing and gig economy grows and as individual platforms mature, it will
become more likely that there will be an increasing number of platforms operating across
borders for reasons of cost efficiency. Where a platform seller makes income through a
platform wholly located in another jurisdiction, then enforceability of legislation for the
provision of information or withholding may become increasingly more difficult and
complex without enhanced international cooperation.
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65. Taking into account that platform sellers may operate through platforms located
in their jurisdiction of tax residency or through platforms located in another jurisdiction,
there are three main options (which are not exclusive or exhaustive) that tax
administrations may wish to consider in implementing strategies for tax compliance:

(1) improving self-reporting by individual platform sellers

(i1) introducing legislation applying to platforms which provide services in
the jurisdiction of the tax administration. Such legislation could require
the reporting of information, and may be based on a standardised model,
or reporting combined with withholding of tax; and

(iii)  multilateral agreements for the exchange of information held by
platforms on platform sellers tax resident in another jurisdiction. (This
would be restricted to information that is foreseeably relevant for tax
purposes.) This could either be on the basis of information available under
existing powers to gather information or under new legislative
requirements, including for standardised reporting.

3.1. Improving self-reporting by platform sellers

60. Many tax administrations are already undertaking a range of activities to improve
taxpayer education including through guidance, social media and wider publicity. The
impact of such activities is likely to vary greatly between and within jurisdictions,
particularly outside of the most well-known platforms where there will often be extensive
media reporting and greater public awareness.

67. Where such activity is carried out by the tax administration, it will inevitably be
largely impersonal and targeted at a group rather than an individual. While strategies can
be informed by the use of behavioural insights, it will remain the case that the
information will only have an effect if the person actively accesses the tax administration
website or pays attention to general information put out through the media.

68. The source most likely to receive greater attention from individual platform
sellers is information that they receive from the platform itself or information that they
are required to provide to the platform, such as tax identification numbers. This is
because they are actively accessing the platform to undertake activities; they are receiving
information in accessible electronic form; and contact will usually be personal in the
sense that it will be addressed to the individual platform seller.

69. A number of tax administrations have reported that cooperation with individual
sharing and gig economy platforms on engagement with platform sellers can be effective
in increasing compliance. Tax administrations which are not yet working with platforms
in this area, may wish to consider whether it would be beneficial for them to do so.
However, it can also be resource intensive for tax administrations to negotiate with an
increasing number of platforms individually, particular where they are based in other
jurisdictions. This may result in the focus being on a relatively small number of
platforms.

70. An alternative to negotiations with individual platforms can be to set out general
expectations of what platforms should do to engage with, and to prompt platform sellers
as to their potential tax obligations. This could be delivered, for example, through
legislation on minimum requirements or through tax administration guidance.
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71. Given the increasing cross-border activity facilitated by sharing and gig economy
platforms, it could be useful to seek to agree a model Code of Conduct at a multilateral
level. This could be either voluntary or mandatory in participating jurisdictions. While
this may be adapted in its application in individual jurisdictions, the more it is used, and
used consistently, the more it will reduce burdens for platforms compared to complying
with multiple different requirements. If used by a large number of jurisdictions and
platforms it could also help to deliver a high degree of standardisation as regards
information collected by platforms and the due diligence undertaken.

72. Annex A contains a draft model Code of Conduct which has been subject to some
discussions between tax administrations. The main proposed elements are:

o Communication on possible tax liabilities with platform sellers in general and on
a jurisdiction-specific basis

e On-boarding procedures to ensure that information relevant to tax authorities is
collected and is capable of being exported in searchable format when required
under law or by agreement of the taxpayer

e Minimum expectations of due diligence
e Annual statements of income to be available to platform sellers

e Annual reporting to tax administrations, on a confidential basis, of the aggregate
numbers of sellers and income on a country-by-country basis (to facilitate
analysis of compliance). This would of course be subject to existing legal
limitations.

3.2. Legislation applying to platforms providing services in a jurisdiction

73. A jurisdiction can place a range of legislative obligations on platforms if the
platform has sufficient activity in the jurisdiction in question. Among other things, such
legislation can require platforms to provide information to its users; to provide tax
relevant information on platform sellers to the tax administration; and to withhold on
behalf of the tax authority and remit payments.

74. Legislation would need to meet proportionality and public interest tests, including
as regards data protection and privacy considerations. However, there ought to be no
difference in principle as regards these tests between information exchange and
withholding arrangements which also involve information transfer.

3.2.1. Withholding

75. Withholding can potentially bring about effective compliance with low resource
costs for the tax administration. Withholding tends to act in real-time, or close to real
time, and presents an opportunity to move compliance upstream to address behaviours
including error, evasion, fraud or non-payment.

76. Collecting tax due at the earliest point in the payment chain tends to decrease
collection costs for tax administrations, gives more certainty of the revenue flow and
significantly reduces the risk of it being unpaid when tax is due. Depending on the design,
withholding can also streamline debt collection activities by reducing the number of
parties to be pursued for monies owed. It also provides a better understanding of cash-
flow and business performance for both the tax administration and the business. There are
good reasons to think that having a continual understanding of tax liabilities and being
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up-to-date with payment also affects people’s attitudes to tax and their propensity to take
risks to reduce their liability.

77. Withholding can create burdens, though, both on the tax administration and on
platform users as well as sharing and gig economy platforms. These can vary depending
on the design of the system, including the rates of withholding compared to any final
liability, and the application of thresholds and marginal rates. For example, where there is
over-withholding a large number of taxpayers may contact the tax administration for
refunds, potentially of relatively small amounts. This is particularly the case given that
some platform sellers will use multiple platforms and it may not be a primary source of
income. Some of these burdens can be mitigated where there is a simplified tax regime,
such as a flat rate tax or a threshold, for income derived from the sharing and gig
economy.

3.2.2. Provision of information

78. Another possible approach is to require the provision of information, which
identifies the platform seller and the payments received without withholding. The sending
of such information to the tax administration can by itself have some impact on self-
reporting provided that taxpayers are aware of it and of their obligations. Beyond that
effect, how successful this is in tackling non-compliance depends on the use that a tax
administration can make of the information. This will need to be subject to cost-benefit
considerations.

79. In some cases, it may be possible to incorporate the information into pre-filled tax
returns. Depending on the tax regime in place, that may still require adjustment by the
taxpayer for allowable expenses etc. Where prefilling is not done, then the main
alternatives are “nudge” communications to encourage self-reporting and/or the
integration of the information into risk assessment models. These models allow tax
administrations to decide on appropriate compliance actions and strategies given the
amount of tax at risk.

80. To ensure the quality and the usability of the information, legislation would need
to specify the identifying information required to enable the tax administration to match it
with the relevant person. It would also need to set out the due diligence to be undertaken
by the platform to check the accuracy of the information provided (as well as record
keeping etc.).

81. It could be useful in this regard to seek to agree a common template at the
multilateral level for both the set of information to be provided and the due diligence
required. This would allow platforms which operate in a number of jurisdictions to adopt
a single process which could be applied across different jurisdictions. This could also
facilitate the exchange of information multilaterally (see below). The set of information
reported as needed by tax administrations is set out in Annex B.

82. As to how the information is transferred to the tax administration, a number of
options are available. This could be done on a periodic basis — for example monthly,
semi-annually or annually — with the platform sending or uploading files to the tax
administration. Alternatively, the sending of information could be built into the
application programming interfaces (APIs) through which users interact with the
platform. In that case, relevant identity and income information could potentially be sent
direct to the tax administration in real-time, depending on cost-benefit considerations.
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3.2.3. Enhanced mutual cooperation to facilitate compliance

83. There might be certain difficulties in enforcing legal requirements, whether for
withholding or reporting of information, on platforms which do not have any physical
presence in a jurisdiction. Administrative cross-border cooperation could potentially be a
viable solution to help facilitate compliance and enforcement in such circumstances,
although these would of course need to meet applicable data protection requirements.
Examples of such cross-border administrative cooperation could be tax examinations
abroad, joint audits and possible enhanced cooperation in relation to assistance in
collection of tax claims in the case of non-compliance.

3.2.4. Requiring platforms to have a physical presence in a jurisdiction

84. Another option potentially open to a jurisdiction where there are concerns about
enforcement may be to seek to make it illegal for platform sellers to use a platform unless
that platform has sufficient physical presence in the jurisdiction so that domestic
regulatory obligations can be applied. That is, physical presence (for example the location
of a data controller) would be a condition of providing the service in the jurisdiction.

85. Another alternative would be to require platform sellers to register with the tax
administration or another agency (which then passes information to the tax
administration). An obligation could also be placed on platform sellers that they can only
legally use platforms which maintain the registration information, for example a
registration number, on the platform seller’s listing page. This would enable easier
compliance checking.

86. Both of these options have significant drawbacks and could potentially be
difficult to enforce. Requiring online platforms to have sufficient physical presence, or to
install a local data controller, would be very expensive and burdensome if required by
multiple jurisdictions. This could make it difficult for smaller platforms to grow
internationally, either because of high start-up costs or cliff-edges when they reach a
certain size. (This might be partly mitigated through the use of thresholds.)

87. A registration requirement can also be expensive to administer — particularly if
multiple sectors are covered - and will not, by itself, provide income information to the
tax authority. Self-reporting will still be required and checks by the tax administration
may involve significant resources given the number of people using such platforms and
low average payments.

88. These options may, however, be something for tax administrations to consider if
particular platforms do not cooperate on improving tax compliance or operate out of
jurisdictions where exchange of information is not supported.

3.3. Multilateral automatic exchange of information

89. A third option for the effective taxation of platform sellers using platforms located
in another jurisdiction is the automatic exchange of information between tax
administrations.

90. The exchange of information on request is not always an efficient compliance
response to online platforms because of the resources required to obtain information and
because the average amounts involved may often be small. While group requests could be
used, the challenge remains of defining the target of the request sufficiently to meet the
requirement, as set out in international standards on exchange of information, that the
request in not a “fishing expedition”.
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91. Automatic exchange of information could be a more efficient approach for
international exchange of information on platform sellers. International standards on the
exchange of information for tax purposes require that the information exchanged is likely
to be foreseeably relevant. This test would generally be met if the platform sellers are
resident in the jurisdiction to which the information is to be transferred and that
information is likely to be relevant to determining their tax position or in helping them to
determine their tax position (for example by pre-filling).

92. A legal gateway for automatic exchange can be found in some bilateral tax
treaties or Tax Information Exchange Agreements (TIEAs) and in the Multilateral
Convention on Mutual Administrative Assistance (“the Convention”) in which over 120
jurisdictions participate:

e Article 6 of the Convention provides: “With respect to categories of cases and in
accordance with procedures which they shall determine by mutual agreement,
two or more Parties shall automatically exchange the information referred to in
Article 4.”

e Article 4 provides: “The Parties shall exchange any information, in particular as
provided in this section, that is foreseeably relevant for the administration or
enforcement of their domestic laws concerning the taxes covered by this
Convention.”

93. In order to undertake automatic exchange between jurisdictions the following
elements are necessary:

e Conclusion of an international agreement between two or more tax
administrations. This would involve the conclusion of a legal instrument (e.g. a
TIEA, a tax treaty, etc.) and an implementation agreement which provides the
operational basis for the exchanges, such as a bilateral or multilateral competent
authority agreement between tax administrations.

e That domestic powers are in place to collect information automatically from a
third party. In the case of some jurisdictions, the existence of an exchange
agreement, such as a competent authority agreement, may be sufficient to trigger
the use of existing powers to collect foreseeably relevant information from a third
party. In other cases, it may be necessary to have legislation either to ratify the
international agreement and/or in order to impose an obligation on third parties to
meet the requirements of such an agreement.

3.3.1. Use of existing powers to collect information

94. While it may be possible for some jurisdictions to enter into agreements to
exchange information automatically using existing powers, such exchange agreements
cannot, by themselves, impose new legal obligations on third parties. The major
limitations arising from this are:

e The information that can be required is limited to foreseeably relevant
information which the platform has in its power and possession. For example if
the only information held on platform sellers is name, address and payments
made, then that would be all that could be required to be provided and exchanged.
Other information such as date of birth could not be required if it was not in the
power and possession of the platform without a change in the law.
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e Formatting of information can only be required in so far as the tax administration
has existing powers which allow it to specify the format. In the absence of that, a
platform may or may not be willing to format the information on a voluntary basis
for ease of use by tax administrations.

e No additional due diligence could be required of the platform as regards the
accuracy or completeness of information beyond anything that already applies
under legislation. (There would, though, be nothing preventing a platform from
voluntarily enhancing due diligence procedures should it choose to do so.)

9s5. Depending on the extent of these limitations (which will vary between platforms
and jurisdictions), there will be an impact on the ability of tax administrations to match
data with taxpayers automatically and much information may go unmatched. However,
for business reasons many platforms are likely to keep at least the name and address,
email address, bank account and phone number of platform sellers. This could be useful
to tax administrations for compliance purposes even if not the full set of information they
would ideally like to receive to maximise matching rates. In addition, knowledge that
such information is being exchanged between tax administrations could itself to lead to
greater self-reporting.

96. The limitations can also be overcome over time if platforms agree to make
changes voluntarily and/or jurisdictions agree to legislate for the full set of tax relevant
information to be collected by the platforms and for an appropriate degree of due
diligence.

3.3.2. Multilateral standardisation of information and due diligence
requirements

97. It is possible that standardisation could arise gradually from further legislation by
individual jurisdictions. However, a quicker and more uniform process for achieving such
standardisation could be through multilateral agreements reached in the relevant fora.
This process could develop a standard reporting model for jurisdictions to use when
introducing legislation which could be the foundation both for domestic reporting and for
reporting under international automatic exchange agreements.

98. In addition to standardisation of reporting requirements and due diligence
requirements, further policy discussions on a multilateral basis could be helpful to
identify the scope and modalities of any exchange agreement including:

e the types of platform to be included. For example: those which are payment
intermediaries; those which are not intermediaries but hold information on
payments made; those which are not intermediaries but have identity information
on those who have entered into contractual arrangements etc.

e size thresholds in terms of cross-border business

e whether information relevant for personal income tax and corporate income tax as
well as value added tax should be collected and exchanged

e defining the information to be exchanged

e sectting out the time and manner of the exchange of information, including the
relevant schema

e provisions on compliance and enforcement
e confidentiality and data safeguards
e definitions, provisions on commencement, termination or amendments etc.
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Chapter 4. Recommendations and considerations for further work

99. It is clear from discussions between members of the OECD Forum on Tax
Administration (FTA) that there is a strong desire to find collaborative mechanisms for
improving the effectiveness of the taxation of platform sellers in the sharing and gig
economy, while keeping burdens at a minimum. This concerns how best to help enable
compliance by platform sellers either using platforms established in their jurisdiction of
residency or platforms established in third jurisdictions. This report makes three
recommendations for further work.

4.1. Recommendation 1: Development of a possible Code of Conduct

100. Given that many participants in the sharing and gig economy might have
uncertainty about their tax obligations, education and guidance are important aspects of
improving tax compliance. This can be more effective if platforms are also providing
information in this area, particularly where it is more direct and personalised. In this
respect, standardisation of approaches taken by different tax administrations can have
positive effects in reducing burdens, including by allowing platforms to develop solutions
which are widely applicable in different jurisdictions.

101. Annex A contains a draft Code of Conduct, which has been subject to initial
discussion by FTA tax administrations. It is recommended that joint work be undertaken
by a working group of FTA members in consultation with sharing and gig economy
platforms on developing the draft Code of Conduct, including considering the
practicalities of mandating it as opposed to a voluntary model, as well as examining other
options for enabling platform sellers to better understand their tax obligations.

4.2. Recommendation 2: Continuing discussions to build the evidence base of tax
risks and opportunities for reducing burdens

102.  While compliance issues have been identified by a number of tax administrations,
the evidence base at present as to the scale and nature of non-compliance is relatively
undeveloped. As a result, there may be alternative options for enabling compliance,
whether through self-reporting or compliance-by-design arrangements, which remain to
be explored. This is particularly important given that the sharing and gig economy, and
the online platform economy more generally, is expected to grow rapidly over coming
years.

103. It is therefore recommended that a working group of FTA tax administrations
seeks to develop a better understanding of the scale of tax risks, including from the
expected development of the sharing and gig economy, and the range of options for
enabling compliance. This could also look at options for enhanced international
cooperation as well as continuing exchange of information on successful practices and
legislative approaches.
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4.3. Recommendation 3: Development of a legislative model for standardised
reporting

104.  Standardisation of reporting and due diligence requirements across jurisdictions
can help minimise burdens on platforms which have, or may in the future have
multinational presence through helping to avoid the proliferation of different reporting
requirements. For standardisation to be achieved in a uniform and timely manner,
multilateral policy discussions would be necessary. Such standardisation may also
facilitate the development of international automatic exchange agreements for those
jurisdictions wishing to take up that option.

105.  Should work on a legislative model for standardised reporting be taken forward
by policy makers, then it is recommended that a working group of FTA tax
administrations should provide input from the tax administration perspective. This will
help to identify the full set of information and due diligence required by tax
administrations for both direct and indirect tax. It will also help to ensure that a
standardised model allows for the use of possible new technology solutions, for example
the use of Application Programming Interfaces (APIs), to minimise burdens and that
compliance-by-design options are enabled where possible and practicable.
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Annex A. Draft code of conduct for sharing and gig economy platforms

Sharing and gig economy platforms are creating new economic opportunities for sellers
and consumers of many goods and services, expanding the range of economic activity
and consumer choices. This is to be welcomed provided that such activity does not lead
to unfair competition and other public policy concerns, including around the effective
taxation of income received by platform sellers.

Platform sellers have obligations to report taxable income to the tax administration
where they are tax resident and, in some cases, to the tax administration where the
activity takes place.

However, many platform sellers may be unaware of these obligations while some others
may choose to ignore them.

This Code of Conduct sets out core elements of cooperation between tax administrations
and sharing and gig economy platforms. Its purpose is to help platform sellers
understand their obligations, to assist them in reporting taxable income and to facilitate
exchange of information with tax authorities where required by law or where requested
by the platform seller.  The Code of Conduct only concerns actions which are not
already required by law and which are compatible with other legal requirements.

In this Code of Conduct the term “host tax administration” is defined as the tax
administration where the platform is established. The term “platform” is defined as any
sharing and gig economy platform which has agreed to apply this Code of Conduct. The
term “platform seller” is defined as a person selling goods or services through a sharing
and gig economy platform. Proper application of this Code of Conduct should not be
taken to require disproportionate efforts. [A list of platforms, which have agreed to apply
the Code will be published.]

Preamble

The platform and tax administration should maintain an open and transparent relationship
in relation to measures to improve tax compliance and assist platform sellers in
understanding their possible tax obligations.

The platform should have a documented strategy for setting out the core elements of
cooperation with tax administrations to help platform sellers understand their obligations,
to assist them in reporting taxable income and to facilitate exchange of information with
tax administrations where required by law.

1. Tax administrations, which wish platforms to engage with platform sellers on
their tax obligations, will provide information on their respective websites or
other applications setting out the circumstances when platform sellers may be
liable to tax. This may include information about appropriate thresholds and
exemptions, reporting requirements, allowable expenses and record keeping
obligations.
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2.

10.

11.

The platform will send each platform seller a general statement agreed with the
host tax administration when a platform seller first signs up to a platform and in
periodic emails, texts, pop-up messages or alternative means of communication
(preferably in accordance with platform sellers respective deadlines for reporting
taxable income in the jurisdiction of tax residency).

This statement will make clear that the platform seller will be responsible to meet
their tax obligations. The platform should also direct platform sellers who are
resident elsewhere to consult guidance issued by their home tax administration'.
In addition, where the activity involves real estate, the platform should direct
platform sellers to consult guidance issued by the tax administration where the
real estate is located.

A general statement will also be included in the platform’s terms and conditions
as to the responsibility of platform sellers to meet their tax obligations of their
jurisdiction of residence and, in case of rentals, in the jurisdictions where the real
estate is located.

The platform will agree to amend its on-boarding procedures for existing and
future customers within a reasonable time-frame, taking account of other business
needs, in order to capture information relevant for tax purposes. The set of
information will be agreed with the host tax administration. This information
should also be capable of being exported in a searchable format.

The platform will agree with the host tax administration to undertake reasonable
and proportionate due diligence concerning the verification of the tax
identification number (TIN), name, date of birth, nationality and address of
platform sellers, and that information recorded by the platform is consistent with
documentary evidence provided (for example passport information).

Where the information is not already available to platform sellers, the platform
will provide each platform seller a statement of payments received from the
platform on an annual basis after the end of the tax year in the host jurisdiction.

The platform will put in place arrangements to report annually to the host tax
administration the aggregate numbers of platform sellers and income on a
country-by-country basis [where there are more than 1 000 platform sellers in a
particular jurisdiction]. This will be shared with relevant tax administrations
through appropriate legal gateways and used to facilitate analysis of taxpayer
compliance.

The platform will report to the host tax administration annually and in general
terms on how it has met the elements of this Code.

In jurisdictions where it is required by law that platforms forward tax-related
information to the host tax administration, the platform will in its term and
conditions inform platform sellers that such information will be so forwarded.

Where appropriate under this Code, the platform will allow its employees to
cooperate with tax administrations to find solutions together, including at the
technical level, which will be sustainable for both the platform and the tax
administrations.
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Notes

' For example, a statement might say: “You may be liable for tax on the income that you receive.
It is your responsibility to pay any taxes due and you may be liable for penalties if you do not.
Information for [host jurisdiction] can be found at [host jurisdiction website]. If you are resident
elsewhere, you should check with your home tax administration.”
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Annex B. Information fields reported as needed by tax administrations for
direct tax purposes

Table B.1. Core information for all sharing and gig economy platforms

Core information for all sharing and gig economy platforms

Last name First name Tax identification Date of birth Address Bank account Amounts paid to the
number (if any) details platform seller

Extra information for rentals
Property address Property registration number (if any) Duration of the contract
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Annex C. Considerations for domestic legislation for effective taxation of
platform sellers for direct tax purposes

Background

One option to boost tax compliance in the area of sharing and gig economy is to introduce
specific legislation as is already the case in a number of jurisdictions.

Jurisdictions may wish to consider the following elements that could be incorporated into
domestic legislation focused on enhancing the effective taxation of platform sellers as
well as providing flexibility to adapt to any future international standardisation or
international exchange of information.

Scope

Legislation could be designed to cover all sectors of the sharing and gig economy or to
address those sectors where there may be a greater risk of tax non-compliance or higher
levels of tax at risk. Where only some platforms are included within scope, consideration
needs to be given to competition issues.

Where legal obligations are placed on non-resident platforms, consideration needs to be
given to how to enforce those obligations.

In order to ensure flexibility for future developments, consideration should be given to
retaining flexibility in legislation to change the scope of legislative requirements,
including the ability to collect information on behalf of other tax administrations where
an international exchange agreement is in place.

Information requirements — on-boarding

Sharing and gig economy platforms have in place on-boarding procedures by which they
collect data on platform sellers upon registration. Legislation could require online
platforms to acquire specific data which could then be communicated to tax authorities in
an appropriate format. For example, platforms engaging in the conclusion of the rental
contract could be required to collect the following data: name and lessor’s TIN, lessor’s
address (including the country of residence), date of birth, duration of contract, address of
the immovable property, gross amount of rental and bank account number.

In order to ensure flexibility both for future developments in the platform economy and to
respond to possible future standardization of requirements, consideration should be given
to retaining flexibility in legislation to add to, or adapt future information recording
requirements.
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Due diligence requirements

Legislation can provide for minimum due diligence requirements by the platform to
ensure a high degree of reliability of the information provided by platform sellers. These
would need to be in line with data protection rules concerning the processing of personal
data.

Questions to be considered include:

e what information should be provided by the platform seller during on boarding
procedures, or where there are changes in circumstances

e should this information be in line with anti-money laundering requirements or are
there different considerations, for example for proportionality reasons

e what records should be kept of checks done or documents received (including
electronically)

e how can due diligence requirements be enforced where platforms have no
physical presence in the jurisdiction.?

In order to ensure flexibility for future developments, including possible international
agreements, consideration should be given to retaining flexibility in legislation to
change due diligence requirements.

Withholding

Jurisdictions may wish to consider the introduction of a withholding tax levied by sharing
and gig economy platforms on the gross income received by platform sellers for services
provided or goods sold via sharing and gig economy platforms.

The introduction of legislative provisions implying a withholding tax obligation on
intermediaries, e.g. platform providers that provide end-to-end services for their
customers, may help to achieve tax certainty as to tax liabilities and a reduction in
complexity for platform sellers. Moreover, given the large and potentially growing
number of platform sellers, a withholding tax may be seen as an effective measure
compared to resource intensive audits involving large numbers of individuals many of
who may receive relatively small amounts of income.

Questions to be considered include:

e should legislative simplifications be introduced to reduce burdens on platforms
from applying different rates and thresholds

e should taxpayers have the option to have withholding tax applied or to be subject
to existing rules for reporting and payment of tax

e how can over-withholding be minimized to avoid large numbers of new
interactions with taxpayers over potentially small amounts

e should differential tax rates and/or thresholds be applied for withholding
arrangements

e should withholding be targeted to individuals not running a business activity

e how can withholding be applied where a platform has no physical presence in the
jurisdiction?
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Reporting requirements

Legislation could impose reporting obligations on online platforms, in particular those
acting as intermediaries facilitating payments.

Questions to be considered include:

e should platforms be required to send identity information on all platform sellers to
the tax administration to ensure that they are registered for tax before undertaking
activity

e should platforms be required to provide all relevant data for a given period to the
platform seller to facilitate self-reporting

e what data should be collected and sent to tax administrations to enable the
matching of taxpayers and/or pre-filling

e are different data sets required for different types of platform (for example where
immoveable property is concerned)

e how frequently should data be sent, for example to enable pre-filling of tax
returns, and should this be a minimum frequency (for example allowing platforms
to develop real-time options)

e what format should the information should be sent in (for example XML)
e what sanctions should be imposed for non-reporting

e how can reporting be enforced where platforms have no physical presence in the
jurisdiction?

In order to ensure flexibility for future developments, consideration should be given to
retaining flexibility in legislation to change reporting requirements, including format and
periodicity. For example, future technology solutions such as application programming
interfaces may allow real-time reporting direct into tax administration systems.

International exchange matters

To help overcome concerns about the enforceability of requirements on platforms which
have no physical presence, consideration could be given to provisions enabling the
reciprocal automatic exchange of information with other tax administrations where a
suitable international agreement (such as a competent authority agreement under Article 6
of the Multilateral Convention on Mutual Administrative Assistance) is in place.

Such provisions could allow for the exchange of information among some tax
administrations prior to the outcome of multilateral policy discussions and could also
enable the swift implementation of any multilateral agreements.
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