Follow up to the European Parliament resolution on the Annual Tax Report, adopted by the Commission on 18 April 2012
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6.
Brief analysis/assessment of the resolution and requests made in it:
The European Commission welcomes the resolution which focuses on four pillars:

· The role of taxation and the importance of more EU coordination in boosting growth (Annual Growth Survey, European Semester)

· Better tax environment for businesses (EU VAT forum, CCCTB, binding dispute settlements covering double taxation problems)

· Preventing double non taxation and tax fraud,

· Removing cross border tax obstacle for EU citizens (better tax information to citizens, more transparency, simplifying tax compliance)

7.

Response to requests and overview of action taken, or intended to be taken, by the Commission:
The European Commission agrees with a large number of points outlined in the resolution. Specific comments must however be made to the following requests:

Improved cooperation of tax policies against double non taxation, tax fraud and tax evasion (items 14, 29, 36, 51, 52 and 55)
In the area of direct taxation, the Commission has plans for 2012, such as launching a public consultation on double non-taxation (29 February) or presenting a Communication on strengthening good governance in the tax area in relation to tax havens, uncooperative jurisdictions and aggressive tax planning (end of 2012).

Depending on the outcome of these consultations, the Commission might come forward at a later stage with (non) legislative proposals.

Moreover, the Commission is now implementing Directive 2011/16/EU of 15 February 2011 on administrative cooperation in the field of taxation, and is more particularly developing the formats that will ease automatic exchange of information on five categories of income (income from employment, directors' fees, life insurance products not covered by another EU instrument on administrative cooperation, pensions, and ownership on an income from immovable property.

In the area of VAT, the Commission intends to table in 2012 a quick reaction mechanism proposal to allow Member States to react swiftly to sudden and large new forms of fraud.

Improved cooperation in order to reduce loopholes and uncertainties for businesses and citizens- call to propose ways of simplifying procedures for claiming tax refunds and, simplifying tax compliance in cross-border situations (items 14, 23, 27, 29, 31, 33, 34, 36)

The Commission welcomes the support for the proposal on the Common Consolidated Corporate Tax Base (CCCTB). It is true that it will reduce administrative costs and red tape for companies particularly for small businesses operating in several EU countries. It will also help to achieve some of the other goals that the European Parliament seeks. The CCCTB will help to remove discrimination and double taxation for business, particularly as it will allow for cross-border loss relief within groups. The harmonisation of the tax base will also help to prevent some cases of double non-taxation.

As regards citizens, the Commission's Communication of December 2010 on removing cross-border tax obstacles for EU citizens
 identified cross-border tax problems in a whole range of areas and outlined some possible solutions.

In the Council Conclusions on the Communication in May 2011, Member States recognised the importance of ensuring that citizens do not face tax obstacles to the exercise of the freedoms in the Internal Market. The Conclusions also agreed on the merits of improved cooperation between Member States to prevent cross-border tax obstacles for EU citizens. 

Already, the Commission is working on simplifying procedures for obtaining relief from withholding taxes on securities income, following a Recommendation that the Commission adopted in October 2009
. 

The Commission will also consider ways of simplifying procedures for obtaining relief due under tax treaties on other forms of income such as salaries and pensions.

Cooperation between Member States and exchange of best practices would indeed be a good way to work on simplifying procedures in cross-border situations.

Stronger tax coordination; more growth-friendly tax systems and shift towards less distortionary taxes while safeguarding the social equity objective (items 20 and 21)

The Commission agrees with the Parliament that EU tax systems should be more growth-friendly, transparent and efficient. It welcomes the call for fostering European competitiveness while safeguarding the social market objective. Excessive taxation of labour and capital affects growth by discouraging employment and investment. There are various ways in which we can contribute to growth already in the short term. One is to shift taxation away from labour towards consumption and polluting activities. Another is reviewing tax systems to cut unjustified tax expenditures – i.e., base broadening. These and other recommendations are contained in the Annual Growth Survey 2012, adopted by the Commission on 23 November. For the first time, it contains an annex on 'Growth friendly tax policies in Member States and better tax coordination in the EU'. This forms part of the package launching the European Semester. 

On substance, the horizontal guidance found in the Annual Growth Survey heavily builds upon the analytical findings of the Commission services' report on "'Tax Reforms in EU Members States", published on 10 October 2011. Without prejudice of thorough country-specific insight, this report also pinpoints the main tax policy challenges in EU Member States with a view to increasing fiscal sustainability and economic growth.

In the framework of the second European Semester, Member States are invited to implement the political guidance contained in the AGS 2012. The AGS priorities should be reflected by Member States in their 2012 updates of Stability or Convergence Programmes (SCPs) and National Reform Programmes (NRPs). Hence the European Commission will also assess the Member States Programs with respect to the tax policies applied and issue recommendations if adequate.

The European Council on 1-2 March 2012 has also stressed the importance of taxation as it invites Member States, where appropriate, to review their tax systems with the aim of making them more effective and efficient, removing unjustified exemptions, broadening the tax base, shifting taxes away from labour, improving the efficiency of tax collection and tackling tax evasion. The Council and the Commission are invited to rapidly develop concrete ways to improve the fight against tax fraud and tax evasion, including in relation to third countries and to report by June 2012.
Best practices to communicate tax information to citizens and businesses (items 27, 34, 35)

The Commission is engaged in improving information provision to businesses and citizens:

· A webpage dedicated to citizens' cross-border tax issues is being prepared. It should go on line in the coming months and will be a complement to information on the Your Europe Citizens Portal.

· The tax content of the Your Europe Citizens Portal is being redrafted in an accurate yet user-friendly way.

· The Commission intends to discuss with Member States' experts possible ways of improving tax information provision and simplifying dealings with foreign tax administrations.

· The Commission will set up, with the help of the Member States, a web portal, which will provide such information in several languages on issues such as registration, invoicing, VAT returns, VAT rates, special obligations and limitations to the right of deduction as applicable in the Member States, with a view of facilitating compliance for businesses having activities in several Member States.
Eurostat to collect and verify statistics on tax avoidance and evasion across the EU (item 27)

The Commission (Eurostat) receives taxation data from all Member States in the context of the ESA95 transmission programme. These data include all taxes and social contributions as collected by Member States and included in government revenue.

The Commission (Eurostat) does not have any information, or collect and verify statistics, on tax avoidance and evasion across the EU.

In the area of VAT, however, the Commission already tried to have an estimation of the VAT gap in the EU (comparison of accrued VAT receipts with a theoretical net VAT liability for the economy as a whole).

Please see:

http://ec.europa.eu/taxation_customs/resources/documents/taxation/tax_cooperation/combating_tax_fraud/reckon_report_sep2009.pdf
Call to pursue more actively complaints (item 34)

The Commission is actively pursuing complaints made by citizens. Furthermore, it aims to publish information describing its activities in this respect on the Europa website on an annual basis.
Call to tackle discrimination and double taxation (items 32, 36, 46)

The Commission agrees that efforts should be made to eliminate double taxation, even if it is not per se contrary to EU law. On 11 November 2011, the Commission adopted a Communication
 on possible ways to address double taxation of both individual and corporate taxpayers within the EU, with a view to evaluating and subsequently presenting possible solutions.

One of the areas mentioned in this Communication was cross-border inheritance tax problems. On 15 December 2011, the Commission adopted a comprehensive package on inheritance taxation
 consisting of a Communication, Recommendation and Working Paper. In these documents, the Commission analysed the problems and presented solutions to address cross-border inheritance tax problems, such as double taxation and discriminatory tax treatment of cross-border inheritances. Its Recommendation suggests how Member States could, with small changes to their domestic laws on inheritance taxes, ensure the full elimination of double and multiple inheritance tax in the EU, and discussions with Member States on this initiative will commence shortly. A staff working paper describes how Member States' inheritance tax systems should be designed in order not to discriminate in a way that is contrary to EU law.

The Commission is also currently analysing the juridical and economic double taxation problems that can arise when dividends are paid across borders to portfolio and individual investors, with a view to proposing solutions if appropriate.

The Commission intends to set up a working group of national experts on double taxation problems. The Commission services are examining the feasibility of a dispute resolution mechanism in the area of double taxation.

On the basis of an impact assessment and more targeted evaluations, specific proposals for solutions might be presented from 2013 onwards.

VAT: New VAT forum – VAT refunds (items 7, 44 and 45)

The Commission presented a Communication on the future of VAT in December 2011. This Communication sets out the fundamental characteristics that must underlie a new VAT regime and defines a number of priority actions to be taken in the coming years with a view of implementing these characteristics.

A simple EU VAT system in which taxable persons active across the EU should be faced with a single set of clear and simple VAT rules is one of these fundamental characteristics. Providing businesses with more accessible and better information at an EU level and creating an EU VAT forum in which tax authorities, the Commission and business representatives can exchange views are some of the concrete actions planned in this respect. SME's should in particular benefit from and participate in those actions which are important considering they have fewer resources for coping with the difficulties resulting from the differences in rules and obligations.

European list of tax havens (item 53)

As mentioned above, the Commission is determined in addressing the issue of tax havens and uncooperative tax jurisdictions. The Commission seeks to achieve a coordinated approach as far as possible at EU level in terms of incentives and sanctions towards cooperative and uncooperative jurisdictions, in order to add leverage in convincing third countries to enhance good governance (transparency, exchange of information and fair tax competition).

The Commission supports the OECD tax agenda. It also intends to improve coordination of the EU Member States' position in international fora dealing with non-cooperative jurisdictions, including the OECD. The political orientations will be defined in the Communication on Good Governance in the tax area foreseen for the end of 2012.

Call to publish a report during 2012 on the fiscal implications of the implementation of the European Semester and call to give priority to policy measures that have fiscal implications in the Member States' Stability and Convergence Programmes and National Reform Programmes (items 58 and 60)

The European Commission's Directorate General Economic and Financial Affairs annually publishes its report "Public Finances in EMU". The publication reports on relevant developments relating to fiscal policy, including the implementation of the Stability and Growth Pact and Member States' Stability or Convergence Programmes, as well as on a number of topical issues.
------------
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