Follow up to the European Parliament non-legislative resolution on the impact of new technologies on taxation: crypto and blockchain
1. Rapporteur: Lídia PEREIRA (EPP / PT)
2. Reference number: 2021/2201 (INI) / A9-0204/2022 / P9_TA(2022)0335
3. Date of adoption of the resolution: 4 October 2022
4. Competent Parliamentary Committee: Committee on Economic and Monetary Affairs (ECON) / Subcommittee on Tax Matters (FISC)
5. Brief analysis/ assessment of the resolution and requests made in it:
The resolution, among other things, urges the Commission and the Member States to work on improving the IT and analytical capacities of tax authorities and tax compliance through new emerging technologies, such as distributed ledger technologies like blockchain or artificial intelligence. It also calls on the Commission to work with the Member States to determine if it is appropriate to have a common framework at European level vis-à-vis the approach to the taxation of crypto-assets.
6. Response to the requests and overview of the actions taken, or intended to be taken, by the Commission: 
[bookmark: _Hlk118446299]The Commission fully supports the development of new technological solutions, such as blockchain or artificial intelligence. The European Commission announced an overall strategy concerning blockchain in June 2022. Through this, the Commission strongly supports blockchain on the policy, legal and regulatory, and funding fronts. The Commission blockchain strategy includes the European Blockchain Services Infrastructure (EBSI) built in an iterative manner with the European Blockchain Partnership (EBP), focusing on use cases (applications) for cross-border public services. This would concern, for instance, applications such as an electronic tax residence certificate to facilitate withholding tax reclaim procedures.
The Commission agrees with the European Parliament on the need to better explore the IT technology at its disposal to reinforce tax authorities' effectiveness, exchange of information between jurisdictions, and deter and address tax evasion and tax avoidance. The Commission also shares the European Parliament's views regarding the need to provide a fair, transparent and effective taxation framework for crypto-assets while acknowledging Member States' competencies to develop their own respective direct tax policies. 
On the potential of new technologies such as blockchain to better serve taxpayers, deter corrupt practices, empower tax administrations, and tackle tax fraud and evasion (paragraphs 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 12, 13, 15 and 16)
The Commission agrees with the European Parliament on the need to explore and seize the potential of new technologies for the benefit of both taxpayers and tax administrations. In all tax policy initiatives on which the Commission is working, IT developments are carefully assessed to facilitate a smooth implementation. Some examples of this are the VAT in the Digital Age package or the future initiative on an EU system for the avoidance of double taxation and prevention of tax abuse in the field of withholding tax procedures, where different digital and blockchain-based solutions have been or are being assessed while fully respecting EU data protection rules.
The Commission plans to also improve the existing IT tool ‘TIN on the Web’ to allow for the automated verification of the correctness of a Tax Identification Number (TIN). This should increase the matching rates for the information available for tax administrations and improve the overall quality of the exchanged information.
Moreover, the Commission coordinates several working groups with Member States’ tax administration officials, which explore how innovation and technology could be used to improve the efficiency in the management of taxes and in the international exchange of tax information. Most of these groups are financed by the Fiscalis programme with a view to boosting administrative cooperation and improving the interoperability of tax systems as regards the standardisation of data and automatic real-time data sharing in a cross-border context. 
The EU Advanced International Administrative Cooperation Community (EU AIAC Community) develops specialised training for officials of all Member States regarding administrative cooperation tools that are financed by the Fiscalis programme. The Commission will assist on the organisation of targeted trainings in order to facilitate the adaptation of tax administrations to assessing tax aspects of the use of crypto-assets and ensure a common basic approach. The Tax Administrations EU Summit (TADEUS) is a forum for the Heads of Tax Administrations to discuss common challenges, including a better use of IT tools to increase tax compliance and help in the fight against tax fraud and tax evasion.
On the taxation challenges regarding crypto-assets (paragraphs 17, 19, 20, 21, 22, 23, 24, 25, 26, 30, 37 and 38)
Difficulties in classifying, valuing, and administering crypto-assets pose challenges to tax administrations seeking to tax them fairly and effectively. While there are definitions for crypto-assets in the Markets in Crypto Assets Regulation (MiCA) that are also useful for tax purposes, the Commission agrees with the European Parliament that it would be useful to agree on some common definitions that are specific to the needs in the tax area. Such a set of common basic definitions would be fundamental in order to avoid double/non reporting and also double/ non taxation. Such work would contribute to a well-functioning EU market for crypto-assets which would be to the benefit of service providers.
The Commission has been discussing with Member States’ tax authorities the basis and effects of different national policies vis-à-vis the taxation of crypto-assets. A core question is whether the tax treatment, including VAT implications, of crypto-assets compared to the tax treatment of other assets is consistent and fair. A discussion related to the VAT treatment of transactions involving crypto-assets is ongoing in the VAT Committee, with a view to agreeing common guidelines. As to taxation more generally, the Commission plans to further engage with the Member States regarding the definition of taxable events, when and where a taxable event occurs and its valuation for taxation purposes, with a view to underlining best practices and identifying potential loopholes and how they can be addressed.
On moving forward with the development of an effective regulatory/legal framework (paragraphs 34, 35, 36, 39, 40 and 41)
Whereas the Commission fully respects Member States' competencies in tax matters, it also shares the European Parliament's views that tax policy should be integrated within a sound regulatory framework for crypto-assets and that it should be coherent with other policy aspects, including tax transparency, legal, financial and data protection requirements.
[bookmark: _GoBack]The Commission is preparing a proposal for an amendment to the Directive on Administrative Cooperation (the ‘DAC8’ proposal), whereby Member States tax authorities will benefit from a consolidated standard for reporting and exchanging information on crypto-assets. DAC8 will be essentially aligned with the new global Crypto-Asset Reporting Framework (CARF) and the related amendments to the Common Reporting Standard (CRS) developed by the Organisation for Economic Co-operation and Development (OECD) to provide for the reporting and exchange of information concerning crypto-assets and e-money. DAC8 will also build on the Markets in Crypto Assets Regulation (MiCA) and the Anti-Money Laundering Transfer of Funds Regulation (TFR) agreed texts. MiCA and the TFR will provide clarity in terms of the classification of crypto-assets and ensuring their traceability, which can be leveraged to ensure their fair taxation. This will ensure coherence in all Commission initiatives related to crypto-assets and provides a stable framework to monitor compliance with taxation rules.
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