European Parliament Resolution on taxation of undertakings in the European Union: a common consolidated corporate tax base

1.
Rapporteur: Pier Luigi Bersani (PSE/IT)

2.
EP reference number: A6-0386/2005 / P6-TA-PROV(2005)0511
3.
Date of adoption of the Resolution: 13 December 2005

4.
Subject: European Parliament opinion on the Commission's work on company taxation and in particular the Common Consolidated Corporate Tax Base (CCCTB) and Home State Taxation (HST)

5.
Brief analysis/assessment of the Resolution and of Parliament's requests:

This is an 'own initiative' report from Parliament in response to recent work by the Commission in the field of company taxation. Companies operating cross border in the Internal Market currently suffer from a number of tax obstacles that are costly and lead to inefficiencies. The Commission's strategy, has been most recently explained in the Communication 'Implementation of the Community Lisbon Programme, the Contribution of Taxation and Customs Policies to the Lisbon Strategy'
 and the Communication 'Tackling the corporation tax obstacles of small and medium-sized enterprises in the Internal Market – outline of a possible Home State Taxation pilot scheme'
.

The Commission's political strategy is to carry out the necessary preparatory work towards a Common Consolidated Corporate Tax Base (CCCTB) during the next three years in order to present a Community legislative measure by 2008. In addition the Commission has described in detail how Member States could, much more quickly, introduce a pilot scheme for Small and Medium-Sized Enterprises (SMEs) to make use of the innovative system of Home State Taxation which would go some way to resolving some of the obstacles SMEs currently experience.

Parliament generally agrees with the Commission's analysis of the current problems and supports the Commission's work on the CCCTB and HST. It also confirms that this is the best approach to tackling the obstacles and shares the Commission's view that action on the tax base does not prejudice the fundamental prerogatives of Member States regarding tax matters, in particular the right to set national tax rates.

Parliament also stresses, again in line with the Commission's views, that the base should be consolidated, shared out in accordance with an agreed mechanism and should be introduced as a legislative measure rather than as a recommendation.

Parliament also considers that, if necessary, the CCCTB could be introduced via the mechanism of enhanced cooperation which is in line with current Commission thinking. It also supports the Commission's original view, as expressed in its 2001 Communication, that the CCCTB should be optional for companies within Member States which adopt the CCCTB. It suggests in the medium term that an assessment should be made to examine the advisability of moving to a compulsory CCCTB. To date the Commission has no firm plans to make such an assessment which in any event could only be done after a period of successful implementation.

Parliament also briefly mentions Home State Taxation (HST) and again supports the Commission's approach. It agrees it would constitute a considerable simplification for the cross-border activities of SMEs if Member States conclude the necessary bilateral or multilateral agreements amongst themselves.

Parliament explicitly regrets the rejection by some Member States of the need for greater cooperation on tax matters and, in relation to HST, deplores the fact that Member States are not showing the requisite interest in and commitment to getting rid of tax obstacles which hamper the activities of SMEs.

In conclusion the Resolution makes a number of specific comments on both the CCCTB and HST. For the CCCTB in general, the Commission agrees in principle with the Parliament's philosophy which supports the ongoing work, in particular the importance of consolidation, the optional nature of the CCCTB and the recognition that resort to enhanced cooperation might eventually be necessary. It also agrees that, as this initiative is restricted to the tax base and not the rate, it does not threaten Member State sovereignty in relation to taxation. In one area the Commission has gone beyond the Parliament in that the Commission has set itself a date for presenting a legislative measure: 2008. As regards HST the Commission welcomes Parliament's comments and indeed issued on 23 December 2005 a Communication
 on HST, in line with the Parliament's Resolution.
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