SPECIAL LEGISLATIVE PROCEDURE – CONSULTATION
Follow-up to the European Parliament legislative resolution of 1 June 2017 on 
the proposal for a Council directive amending Directive 2006/112/EC, as regards rates of value added tax applied to books, newspapers and periodicals
2016/0374 (CNS)
1.	Rapporteur: Tom VANDENKENDELAERE (EPP/BE)
2.	EP reference number: A8-0189/2017 / P8_TA-PROV(2017)0233
3.	Date of adoption of the resolution: 1 June 2017
4.	Subject: Value added tax (VAT) on e-publications
5.	Interinstitutional reference number: 2016/0374 (CNS)
6.	Legal basis: Article 113 of the Treaty on the Functioning of the European Union
7.	Competent Parliamentary Committee: Committee on Economic and Monetary Affairs (ECON)
8.	Commission's position:
Out of the 13 amendments adopted by the European Parliament, two amendments concern the legal provisions and 11 amendments concern the recitals.
The Commission cannot accept the proposed amendments to the recitals. These are generally political statements that have no equivalent in the legal text, because the proposal will not oblige Member States to change value added tax (VAT) rates for electronically supplied publications. VAT rate setting falls within the competency of each Member State, and restrictive rules for electronically supplied services (including electronically supplied publications) have since 2015 no longer been required, because since then such services have been taxed where the consumer is located.
The Commission can accept the tenor of one of the amendments to the legal provisions.
Amendment 1 introducing a new Recital
This amendment makes a reference to uncollected VAT (VAT gap) and fraud, which are not targeted by this proposal, but by other VAT proposals (e.g. the current proposal on e‑commerce or the upcoming one on the definitive VAT regime). Therefore, the Commission cannot accept it.
Amendment 2 to Recital 1
This amendment adds a sentence to Recital 1 that suggests that the standard VAT rate applied to e-publications could impede the development of the digital economy in the Union. Such a statement cannot be substantiated on the basis of the impact assessment accompanying the proposal. Furthermore, such a general statement questions VAT as a general consumption tax. Therefore, the Commission cannot accept this amendment.
Amendment 3 introducing a new Recital
This amendment refers to a resolution of the European Parliament from 2011 to tax equally all publications at the level of reduced VAT rates. The Commission cannot accept it, because the resolution dates back to 2011. At that time it was not possible to grant reduced rates for e‑publications, because reduced rates would have resulted in distortion of competition, as VAT was charged where the supplier was located. This is explicitly mentioned in Recital 4 of the Commission proposal. Only in 2015 the place of taxation was changed to the place where the customer was located and restrictive rules for electronically supplied services (including electronically supplied publications) have since then no longer been required.
Amendment 4 to Recital 2
The proposed amendment suggests that the aim of the proposal would be to stimulate innovation, creation, investment and the production of new content and to facilitate digital learning, knowledge transfer and promotion of culture. This is not the case, because the proposal would not oblige Member States to apply reduced VAT rates to e-publications. Therefore, the Commission cannot accept this amendment.
Amendment 5 introducing a new Recital
This amendment states that allowing Member States to apply reduced, super-reduced and zero rates should ensure promotion of reading and encourage publishers to invest in new content and reduce reliance on advertising in case of newspapers and magazines. Setting of VAT rates falls under the responsibility of Member States and it remains the discretion of Member States to specify the aim of any particular reduced VAT rate that they would like to apply. Therefore, the Commission cannot accept this amendment.
Amendment 6 to Recital 3
This amendment states that the possibility of applying super-reduced and zero rates would be in line with the objective of granting Member States more freedom to set their own VAT rates within a definitive destination-based VAT system. The Commission cannot accept this amendment, because the objective of granting Member States more flexibility has not yet been proposed by the Commission and only announced in a Communication as a policy option (Action Plan on VAT – COM(2016) 148 final).
Amendment 7 introducing a new Recital 
This amendment states that the proposal aims at simpler, more fraud-proof and business‑friendly VAT systems across the Member States, which is not its purpose. The proposal is limited to VAT rates for publications. Therefore the Commission cannot accept it.
Amendment 8 to Recital 5
This amendment adds a sentence stating that audio books can benefit from reduced VAT rates. Although this amendment is generally acceptable, the Commission cannot support its inclusion because the amendment is not necessary, as the current recital and the legal provisions are sufficiently clear in this regard: only publications entirely or predominantly consisting of music or video content should not benefit from reduced VAT rates.
Amendment 9 introducing a new Recital
This amendment states that a reduced rate could provide an opportunity for new profit margins for publishers and for investment in new content, compared to the current model which depends heavily on advertisement. The content is similar to amendment 5, but the amendment continues by stating that a more general reflection on the funding model of e‑content should also be started at Union level. The Commission cannot accept this amendment, because the proposal is about VAT and not about funding e-content. Furthermore, the proposal is neutral and does not propose to Member States to lower VAT rates.
Amendment 10 introducing a new Recital
This amendment states that the flexibility granted to Member States in the context of the current proposal prejudges in no way the definitive VAT regime. The Commission cannot accept this amendment, because the current targeted proposal about the VAT rates for e‑publications is not linked to the detailed arrangements of the definitive VAT regime to be proposed by the Commission later this year.
Amendment 11 introducing a new Recital
This amendment emphasises the need for a more coordinated, efficient and simpler system of reduced VAT rates with fewer exceptions. The Commission cannot accept it, because the proposal is targeted, and a general need for more harmonisation would be questionable in a definitive VAT system based on taxation at destination.
Amendment 12 to the legal provisions
This technical amendment proposes to add back specific examples of printed publications to the legal text. The Commission can generally accept it, but it would prefer to keep to the text included in the compromise proposal agreed by the Council as it proposes a nearly identical amendment but which is technically more appropriate.
Amendment 13 to the legal provisions
This amendment adds a provision on monitoring of VAT rates for e-publications with regard to the impact on the cultural sector. The Commission cannot accept it, because a general provision to monitor VAT rates in Member States already exists in the VAT Directive.
9.	Outlook for amendment of the proposal:
The Commission will not table a modified proposal in respect of the additional amendments proposed by Parliament.
10.	Outlook for the adoption of the proposal:
[bookmark: _GoBack]Council work on the proposal is ongoing.

