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OASIS Tax XML TC

Indirect Tax Analysis Scope

Draft 0.3

0. Introduction

This document is intended to define the scope of the present OASIS Tax XML TC Indirect Tax Analysis work package.

1. Definition of Indirect Tax 
A.L.: I still have an uneasy feeling with the definition. As the very first to be read by anybody interested in our work and thus being very exposed it ought not be likely to cause any frowning. Thinking twice I guess that my problem may be caused by using the notions of  “tax” and “tax related procedures, documents, components, interactions” more or less indistinctly as synonyms. (“This definition (of tax) covers .. sales tax .. excludes .. interactions”) Maybe by including the additions I propose this could be solved.
Before attempting to scope the analysis work itself it is necessary to define the term indirect tax. We use this term as a short form for indirect tax procedures and components. By indirect tax we then mean taxation procedures and components applied to any business or financial transaction whose primary purpose is not tax-related. This definition covers such examples as procedures and components directly connected with sales tax, VAT, excise duties and taxes, customs duties and use taxes. However, it excludes interactions between the transacting parties and tax administrations relating to the reporting or remittance of taxes or duties collected or reclaimed - remittance or reporting is primarily a tax-oriented function and therefore falls outside our transaction-oriented definition. This distinction reflects the document-centric view of the TC as a whole – ‘direct tax’ involves interactions primarily about tax (which includes therefore the reporting or remittance of collected or reclaimed indirect tax) – which will be carried through into any XML standards adopted or developed. Direct tax standards will involve document-level templates or guidelines incorporating components of other types, whereas indirect tax standards will involve tax-oriented components that are incorporated in transaction document templates or guidelines. This distinction also rules out any registration interactions, as well as ancillary interactions involving such things as exemption certificates.

2. Work Group Scope

Having defined the term indirect tax above in the broadest terms it is necessary to restrict the initial scope of the Indirect Tax work group to allow for a staged approach. The first stage of the group’s work will be restricted to indirect taxes applied to transactions that take place between supplier and customer, or producer and consumer (typical e-commerce or supply chain transactions). Indirect taxes involving intermediaries or third parties (over and above the principal participants) such as excise duties, excise taxes or customs duties are excluded. Coverage of customs and excise taxes and duties will form part of a subsequent work package.

This staged approach is grounded in pragmatism – it balances the need to produce a definitive reference specification for indirect tax, which can be used in practice for formal reviews of implementations, against the need to deliver something useful in a timely fashion. The scope of the initial work broadly matches the scope of existing XML-based e-commerce implementations, providing a benchmark that is not needlessly over-complicated for its intended purpose whilst providing a sound basis for further analysis and modelling work, either to define how existing implementations might be extended to cover customs and excise duties and taxes, or to review any that might be extended into this area in future.

3. Analysis Work

The analysis work undertaken by the group is intended to provide the means to perform formal reviews of the indirect tax components of other standards or specifications and furnish their sponsors or creators with formal feedback from the Tax XML TC. To achieve this end the TC needs an agreed ‘benchmark’ to review against. This will take the form of an approved Reference Specification for Indirect Tax Components, and this must therefore be one of the principal deliverables of this work package. The review procedure itself must also be formally approved by the TC, and a document embodying this will accompany the Reference Specification as a deliverable.

Whilst the work on the Reference Specification may involve analysis of existing indirect tax components it is intended to be much wider than that, incorporating the collective knowledge of the indirect tax expertise within the TC in the production of the Reference Specification. Actual formal reviews of any other standards or specifications is not within the scope of this work package, but may be requested by their sponsors or creators once the Tax XML TC is in a position to respond with a formal review (which implies completion of this work package). Informal feedback relating to those standards or specifications examined during the course of this work may be given, but such feedback will have no formal standing with respect to the Tax XML TC as a whole (see the description of the informal review process in the External Document Review Process).
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