Follow up to the European Parliament resolution on tax and development – Cooperating with developing countries on promoting good governance in tax matters, adopted by the Commission on 22 June 2011
1.
Rapporteur: Eva JOLY (Greens/EFA/FR)

2.
EP reference number: A7-0027/2011 / P7-TA-PROV(2011)0082
3.
Date of adoption of the resolution: 8 March 2011

4.
Subject Tax and Development – Cooperating with Developing Countries on Promoting Good Governance in Tax Matters
5.
Competent Parliamentary Committee: Committee on Development (DEVE)

6.
Brief analysis of the text and of EP’s requests:

This resolution follows up on the Communication from the Commission ‘Tax and Development – Cooperating with Developing Countries on Promoting Good Governance in Tax Matters
. Stressing the importance of tax in achieving the MDGs and the difficulties encountered by developing countries in collecting tax revenue, the European Parliament invites the Commission to support the setting-up of efficient, functional, fair and sustainable tax systems in line with good governance principles (transparency, exchange of information and healthy tax competition) and therefore to work at establishing a transparent, cooperative and fair international tax environment. To this end Parliament calls for the improved transparency of mining industries, the reinforcement of the coordination of backers and the improvement of the international architecture to combat tax havens.
7.
Reply to requests and overview of action taken or intended to be taken by the Commission:

The Commission welcomes the approval of this Resolution by Parliament and its support for the commitments made by the Commission in its April 2010 Communication. Parliament's financial support in 2010 and 2011 has meant that many measures have already been taken or scheduled.

The Commission shares Parliament’s objective of strengthening the link between development aid and good tax governance. Within the framework of this budgetary support policy – which is currently being redefined – the Commission intends to pay particular attention not only to the efforts made by States in this area, including transparency of mining revenue, but also in  terms of accountability and budgetary transparency. Our support to the various stakeholders in this area (tax administrations, civil society, Parliament, Court of Auditors, etc. will be increased. Moreover the Commission will further assess the progress of countries in terms of the implementation of tax reforms in line with good tax governance principles, for instance as part of the mid-term evaluation of the 10th EDF (European Development Fund).

The Commission agrees with Parliament on the need to add a clause on tax governance and on the follow-up of its implementation to the agreements concluded between the European Union and third countries, including within the framework of the Cotonou Agreement revision. Negotiations on this subject are currently ongoing with many third countries and a specific provision to promote better tax practices was included in the revised version of the Cotonou Agreement concluded in March 2010.

The Commission shares Parliament’s objective of fostering the setting-up of more efficient and fairer tax systems while stressing that European aid follows the priorities defined by the beneficiary Governments and adapted to the local context in order to ensure the tax discipline of all economic, national and international partners.

The Commission shares Parliament's concern regarding the drop in customs revenue due to the opening-up of the markets and reiterates that, as part of the EPAs, the Commission already carries out impact assessments and implements compensation procedures and tax transition support programmes. Furthermore, in 2011, the Commission intends to provide €5 million to fund the FMI trust fund, the objective of which is to boost capacity for tax and development. This funding will allow us to sit on the trust fund’s steering committee.
As regards the transparency of financial statements, the Commission is examining the impact of implementing a duty of financial information per country for transnational companies, Having previously launched a public consultation on the issue. The Commission has furthermore substantially increased its involvement in the initiative for transparency in the mining sector by funding (by allocation by Parliament) an assessment and two high-level meetings in 2010 and by contributing €1.06 million to the EITI trust fund, which now allows us to sit on its executive board. In 2011 the Commission intends to use Parliament’s allocation to fund seminars on boosting capacity in order to help partner countries implement the EITI initiative. Finally, in 2011, the Commission will provide €5 million to fund the FMI trust fund, the objective of which is to boost capacity for tax and development. The fact that we will sit on the Steering Committee will again enable us to present our priorities when the annual activity programmes are being defined.

The Commission shares Parliament’s wish to analyse in further depth the relationships between aid, tax revenue and tax compliance. In this regard the Commission would inform Parliament that it has included this item in its 2011 study programme.

The Commission shares Parliament’s opinion that the fight against tax evasion and fraud must be a priority and that shortcomings in the exchange of information and some tax exemptions constitute major difficulties which developing countries must face. The Commission has already taken various initiatives in this field:

· with Parliament's budgetary allocation, the Commission has launched a study to identify which constraints developing countries must face in adopting and implementing price transfer rules. The results of this study, which will enable better guidance of backers in defining their support, will be shared with our development partners in June.

· Again thanks to Parliament’s budgetary allocation, the Commission was able, in partnership with the African Tax Administration Forum (ATAF), to organise three technical seminars on transfer pricing and the auditing of transnational companies for representatives of over 20 African countries.

· The Commission, with parliament’s funding, is currently implementing a support project to set up information exchange agreements in Vanuatu.

The Commission also takes note of Parliament’s call to adopt stricter criteria for identifying tax havens but considers it advisable to first define a coordinated position with Member States on jurisdictions that are non-cooperative in terms of tax, by using the established criteria of good fiscal governance as suggested by the Commission in 2009 en 2009
, even though the Council did not follow up on them.

The Commission takes note of Parliament’s call to work on drawing up an international-level agreement on the exchange of tax information that is multilateral, binding and automatic. The extent to which developing countries consider the application of the automatic exchange of information a priority and whether or not they have sufficient technical capabilities to implement the automatic exchange has not yet been established. The Commission first intends to assist these countries in setting up efficient tax administration in line with the principles of good tax governance.

The Commission shares Parliament’s conviction that greater coordination with development partners is essential and that it would be advisable to include developing countries as much as possible in this process. To this end, the Commission, with Parliament’s funding, has forged a strong partnership with the ATAF and also intends to contribute to CIAT activities in 2011. Furthermore the Commission is also actively involved in the work carried out through various international bodies (OECD), United Nations, ITC, ITD, G20).

The Commission shares Parliament’s objective of analysing the feasibility of introducing a tax on financial transactions. In October 2010 the Commission adopted a Communication on the taxation of the financial sector and is currently preparing an impact assessment which will be finalised in Summer 2011 and which looks at several options, for instance, taxation of financial transactions (Financial Transactions Tax (FTT)) and of financial activity (Financial Activity Tax (FAT)). The Commission informs Parliament of the following ongoing negotiations:

Governance and tax – EU agreements with third countries:
	Type of  an agreement
	Country
	State of play

	Partnership and Cooperation Agreements ("PCAs")
	Indonesia
	Agreement signed in 2009 (Article on taxation agreed before 2008 and not fully in line with the text of Council Conclusions)

	
	Singapore
	Under discussion – the latest negotiating round took place in Singapore on 21/22 March 2011

	
	Thailand 
	Negotiations of a provision on good governance in the tax area concluded in 2009, negotiations of remaining issues are still ongoing

	
	Vietnam
	Agreement initialled in October 2010

	
	Brunei Darussalam
	Official negotiations not started yet, but it is intended to launch them soon. The first informal exchange of views on the draft PCA took place in March 2011.


	
	The Philippines
	Agreement initialled in July 2010

	
	Malaysia
	Under discussion – a next negotiating round has tentatively been scheduled for June/July 2011

	
	China
	Negotiations on a provision on good governance in the tax area provisionally concluded in 2009

	
	Mongolia
	Agreement initialled in December 2010

	
	Iraq
	Negotiations  concluded in 2009

	
	Kazakhstan
	Recommendation for negotiating directives submitted to the Council in August 2010 and adopted by the Council at the end of April

	Economic Partnership Agreements ("EPAs")
	Caribbean
	Agreement signed in 2008
 (Article on taxation agreed before 2008 and not fully in line with the text of Council Conclusions)


---------
� COM(2010) 0163.


� COM(2009) 201, 28.4.2009.


� In 2009 Antigua and Barbuda committed formally to the three principles of good governance in the tax area when asking for EU technical assistance in the financial services sector.
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