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1. Rapporteur: Andreas SCHWAB (EOO / DE), Martin HLAVÁČEK (Renew Europe / CZ)
2. Reference numbers: 2021/2010 (INI) / A9-0103/2021 / P9_TA-PROV(2021)0147
3. [bookmark: _GoBack]Date of adoption of the resolution: 29 April 2021
4. Competent Parliamentary Committee: Committee on Economic and Monetary Affairs (ECON) and Subcommittee on Tax Matters (FISC)
5. Brief analysis/ assessment of the resolution and requests made in it:
The resolution calls for quickly ensuring a fair and effective taxation of the digitalised economy through the OECD (Organisation for Economic Co-operation and Development)/G20 process and the upcoming proposal for a digital levy. These should be in the EU’s interest and support competitiveness, while minimizing the risks of economic incidence for EU citizens and consumers. The resolution also asks for stronger role for the European Parliament in legislative procedures in the area of taxation. The Commission welcomes the European Parliament’s supportive stance.
6. Response to the requests and overview of the action taken, or intended to be taken, by the Commission:
A fair and efficient taxation of the digitalised economy is a priority for the European Commission. This is especially relevant, as many large digitalised multinationals are emerging from the crisis more profitable, while traditional businesses have been severely hit.
The Commission is actively supporting the ongoing OECD-led and G20 guided discussions on the partial reallocation of taxing rights to market jurisdictions, also known as Pillar 1. In addition, the Commission announced on 18 May its plans to table a proposal for a new Business in Europe: Framework for Income Taxation (BEFIT), to be presented by 2023, and that the CC(C)TB (the Common Corporate Tax Base and the Common Consolidated Corporate Tax Base) proposal will therefore be withdrawn. The design of BEFIT will build on the outcome of the on-going global discussions on international corporate tax reform. BEFIT will build on the Pillar 2 agreement for computing the effective tax rate (ETR) through a common set of adjustments to financial accounts that will lead to the tax base. In addition, formulary apportionment will be used to allocate the tax base between the Member States. The formula for allocating taxing rights between the Member States will take better account of current ways of doing business, which is less and less linked to physical presence. Key considerations will include how to give appropriate weight to sales by destination, to reflect the importance of the market where a multinational group does business, as well as how assets (including intangibles) and labour (personnel and salaries) should be reflected, to ensure a balanced distribution of corporate tax revenue across EU Member States with different economic profiles.
A reform of the tax system to fight tax fraud and tax avoidance (paragraph 6)
The Commission strongly supports actions to fight tax fraud and avoidance and is taking important steps to address the issue. The Commission actively supports the establishment of a global minimum effective tax rate (also known as Pillar 2), which would de facto contribute to limiting aggressive tax planning opportunities worldwide. In addition, the Commission has announced in its Communication on Business Taxation for the 21st century additional measures to ensure tax fairness in the EU. The Commission will table a legislative proposal setting out Union rules to neutralise the misuse of shell entities for tax purposes by the fourth quarter of 2021. Moreover, the Commission believes that an essential step for a fairer tax system lies in greater public transparency on the actual amount of taxes paid by large multinational enterprises. Therefore, the Commission will table a legislative proposal in 2022 for the publication of effective tax rates paid by large companies, based on the methodology under discussion in Pillar 2 of the OECD negotiations.
An OECD negotiation taking into account the EU’s interests and where the EU speaks with one voice (paragraphs 17 and 27)
The Commission is actively supporting the ongoing OECD-led and G20 guided discussion and engaging with the Member States and international partners including via the G20 process to ensure that any solution benefits the EU and is compatible with the Single Market, the EU legal framework and EU international obligations. The Commission also supports a solution that avoids red tape and is simple for businesses and tax administrations to implement, as the cost of implementation shall not exceed the expected benefits of the envisaged measures.
The Commission strongly supports a coordinated and united EU position in the negotiation. The Commission is actively engaging with Member States in this regard.
Reengagement of the US in the OECD negotiations (paragraph 23)
The Commission welcomes the reengagement of the US in the OECD-led discussions, on both pillars, which paved the way toward an agreement on the main features of the two-pillar solution at the Inclusive Framework meeting last July. The Commission has already intensified its dialogue with the US administration and stands ready to intensify it further in order to ensure the agreement is finalised by autumn 2021.
Commission impact assessment on the effects of Pillar 1 and Pillar 2 (paragraph 26)
The Commission continues to carefully examine the developments in terms of the exact design and relevant parameters pertaining to both Pillar 1 and Pillar 2. While the overall framework for evaluating the new design of the Pillars has been prepared and agreed at the G20 (of July 2021), concrete elements of the Pillars are still under discussion at the OECD/Inclusive Framework level. The elements still to be fully developed and agreed upon include relevant parameters, such as the basis for reallocation in Pillar 1 and the minimum tax rate in Pillar 2. The Commission will thus continue to liaise with and inform the Member States as developments progress on these issues ahead of the expected finalisation in the autumn of this year (2021). The Commission expects that further coordination with the EU Member States will allow all EU Member States to agree to the final solution in the course of the autumn. 
Digital levy proposal and its interference with the OECD/G20 process (paragraphs 31, 32 and 43), incorporating the European Parliament’s position (paragraph 57) detailed assessments of the impacts of each option for the digital levy (paragraph 45) and minimizing the risks of any economic incidence from the digital levy being rolled over on EU citizens and consumers (paragraph 51)
In July 2021, the overwhelming majority of the Inclusive Framework members reached an agreement on the main elements of a two-pillar solution to reform the global corporate tax framework. This agreement, supported by 134 jurisdictions to date, has been subsequently endorsed by the G20 and work now continues to solve the remaining technical issues, rally the few reticent jurisdictions to the agreement and ensure a successful worldwide implementation. Successfully concluding the OECD/G20 process will require a final effort from all parties, and the Commission is committed to focusing on that effort. For this reason, the Commission has decided to put on hold its work on a proposal for a digital levy as a new EU own resource. The Commission will re-assess the situation this autumn.
Implementation of the future OECD agreement (paragraph 33)
As announced in the Commission’s communication on business taxation on 18 May 2021, in order to ensure its consistent implementation in all EU Member States, including those that are not members of the OECD and do not participate in the Inclusive Framework, the Commission will consider proposing a directive for the implementation of Pillar 1 in the EU. In order to ensure its consistent application within the EU and compatibility with EU law, the principal method for implementing Pillar 2 will be an EU directive that will reflect the OECD Model Rules with the necessary adjustments. The implementation of a global agreement on minimum effective taxation may also have implications for existing EU Directives and pending legislative proposals.
Supporting the competitiveness of the single market (paragraph 37)
The Commission confirms that proportionality is a guiding principle while designing tax policies, especially when it comes to the impact on small and medium sized enterprises (SMEs) and other small businesses. The Commission agrees that tax policy can be a tool to support the competitiveness of the Single Market and economic growth in the EU. In this regard, on 18 May 2021, the Commission adopted a recommendation to the Member States on the domestic treatment of losses to help ensure, via a loss carry-back of limited duration, fair competition between companies and better support for businesses during the recovery. As announced in its 18 May Communication on Business Taxation, the Commission will also table a proposal to address the debt equity-bias in corporate taxation, via an allowance system for equity financing.
The Commission’s related proposals: the Digital Services Tax, the Significant Digital Presence, the CCTB (Common Corporate Tax Base) and CCCTB (Common Consolidated Corporate Tax Base) (paragraph41)
In the Business Taxation Communication published on 18 May 2021, the Commission has announced it will table a proposal for a new Business in Europe: Framework for Income Taxation (BEFIT) proposal, to be presented by 2023, and that the CC(C)TB proposal will be withdrawn. 
Taking into account the changes that have occurred in the EU and internationally, the Communication also announced that the Commission will withdraw its 2018 proposals for a Digital Services Tax and for a Significant Digital Presence. The tax challenges arising from the digitalisation of the economy, which these proposals aimed to tackle, will be addressed through the ongoing OECD-led discussion, the Directives for the implementation of Pillar 2 and possibly Pillar 1 in the EU, a proposal for a new EU own resource and the Commission’s proposals for BEFIT.
Stronger role for the European Parliament in legislative procedures in the area of taxation (paragraph 46)
The Commission remains committed to following up on its Communication on Qualified Majority Voting.
The Commission is also of the view that it should use all possibilities offered by the Treaties to move forward its agenda for a fair and efficient taxation, including the use of the Article 116 of the Treaty on the Functioning of the European Union.
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