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The Committee on Economic and Monetary Affairs adopted the report by leke van den BURG (PES, NL)
amending, under the consultation procedure, the proposal for a Council directive amending Directive 2006
/112/EEC with regard to certain temporary provisions concerning rates of value added tax.

The main amendments adopted by the committee are as follows:

- the committee reaffirmed the principle of locally supplied services, in so far as they do not involve cross-
border activities, have, in principle, no effect on the functioning of the internal market. In accordance with
the principle of subsidiarity, the Community should not impinge upon Member States competence in the
area of indirect taxation beyond that which is necessary to ensure the proper functioning of the internal
market as regards the setting of VAT rates,

- the committee members also emphasised the need to ensure equal of treatment among Member States.
They underline that the proposal not to extend some derogations is not based on a per se argument, but is
based on different, specific arguments;

- in order to reduce uncertainties, the committee suggested that Member States should take a decision
before 31 December 2010 on abandoning its target of introducing a definitive system for the taxation of
intra-Community transactions, based on the principle of taxation in the country of origin and on an
approach towards the approximation of VAT rates,

- the period until 31 December 2010 should also be sufficiently long to allow the Council to reach a
conclusion on the final structure of VAT rates, which should include options allowing Member States to
apply different VAT rates provided that the smooth functioning of the internal market and other
Community policies are ensured. During that period, the current rules should be applied in a prudent way,
taking due account of borderline cases, so that Member States are not precluded from pursuing legitimate
policy objectives before or after the Council decides the final structure of value added tax;

- in accordance with the principle of subsidiarity, and after the Council has decided on a definitive system
for the taxation of intra-Community transactions, Member States should be able to apply reduced rates or,
in exceptional circumstances, possibly even zero rates to basic goods and services, such as food and
medication, for clearly defined social, economic and environmental reasons and for the benefit of the final
consumer; and to the provision of locally supplied services, including services and provision of goods
linked to education, welfare, socia security work and culture;

- lastly, the report underlined that those Member States that have not applied or no longer apply temporary
VAT derogations that expired in 2007 should be granted, until 31 December 2010, the opportunity to avail
themselves of those temporary derogations.
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