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Proposal for a Council Directive on passenger car related taxes

1.
Rapporteur: Karin Riis-Jørgensen

2.
EP No: A6-0240/2006

3.
Date of adoption: 5 September 2006

4.
Subject: Passenger car related taxes

5.
Inter-institutional reference: 2005/0130(CNS)

6.
Legal basis: Article 93 EC Treaty

7.
Competent Parliamentary Committee: Committee on Economic and Monetary Affairs (ECON)

8.
Commission's position:
The Commission welcomes the Parliament's support for the proposal.

The following eleven amendments adopted by Parliament (3, 5, 6, 9, 10, 12, 14, 23, 24, 28, and 29) could be supported in principle.
Amendments 3, 5 and 6 concerning recital 3 (also to new recitals 3 b) and 3 c)): To ensure that taxation measures serve to link environmental objectives and energy savings, taxation reducing the consumption of petroleum-based fuels of the types used for cars and promoting the use of alternative fuels, ranging from natural gas to hydrogen, would help to improve the environment along the lines called for by the Kyoto Protocol.

In principle the Commission encourages Member States to apply, under certain conditions, coordinated fiscal incentives, for example to expedite the placing on the market of passenger cars satisfying future requirements (EURO 5). Recital 3 of the Commission proposal already refers to this issue. This recital can be redrafted to include the additional elements, as proposed by the EP.

Amendment 9 concerning recital 5 a) (new): To ensure that potential new car buyers receive as complete information as possible on emission levels of individual new cars, combined with the corresponding tax levels these cars will be charged, the Commission could accept in principle the proposed amendment. If information on these issues would be provided to car buyers at the earliest possible stage, clearly showing that more environmentally friendly cars pay much lower levels of car taxes, they would have all necessary elements to make the right decisions and hopefully opt for buying the less polluting passenger cars.
Amendment 10 concerning recital 6: The EP wanted to emphasize the principle of budget neutrality, which remains vital for several Member States applying high rates of Registration Tax. Although the budgetary neutral framework has been mentioned in many places, including the Impact Assessment, the EP opted to also inserting it in recital 6. It should be recalled that the proposal only seeks to approximate the structure of passenger car taxation, but it will belong to individual Member States to establish the level of the CO2 based element to insert in each car tax base and the level of tax differentiation to apply on the basis of grams of CO2 emitted per kilometre by each particular passenger car, and possibly on the basis of emissions of other pollutants.
Amendment 12 concerning recital 8 a) (new): To highlight the beneficial effects the proposed abolition of registration tax (RT) will have on the renewal of the vehicle fleet and consequently on road safety and the environment, the EP proposed the insertion of this new recital which is welcomed by the Commission. This amendment goes in the same direction than one of the two main objectives of the proposal, which is the abolition of RT.

Amendment 14 concerning recital 13 a) (new): European Economic Area - European Free Trade Association countries (EEA-EFTA) are concerned by the proposed Directive as their citizens have the right to have a residence in the Community and bring their passenger car with them. Issues of double or disproportionate taxation, transparency and legal certainty can be sufficiently served by the adoption of the proposed Directive and the EP wanted to highlight this aspect of the proposal.

Amendments 23 and 24 concerning Article 10, par. 2 and par. 3, point (a): To ensure a transparent process in determining the residual value of used cars the EP suggests involving all stakeholders and foremost representatives of consumers to this process, as well as using scales which must be regularly updated and be given due publicity. The Commission could accept in principle these amendments as they aim at providing more information and legal certainty to citizens and economic operators about the criteria and the method in use to evaluate the value of used passenger cars.
Amendment 28 concerning Article 15: The EP took into account that in some Member States company cars account for more than 50% of new car sales. Taxation of these cars varies considerably from one Member State to another and generally purchase, leasing and running costs of the company cars are deducted from the taxable profit. This amendment provides for including in the information to be sent to the Commission each year of any measure taken to differentiate company car taxation based on fuel efficiency.
Amendment 29 concerning Article 16: To ensure that the report, to be presented every five years to the Council and the EP, includes an evaluation of the expected positive effects for the environment resulting from the application of car taxation, the EP suggested to include in Article 16 a clear reference to the effect achieved from the application of Articles 4 and 5 of the proposal.

The following amendments cannot be supported by the Commission, for the following reasons:

Amendments 2, 7, 15, 16, 17, 21, 25, and 30, concerning recitals 1, 2, 4, 14, Article 1, par. 1, Article 4, title, Article 5, par.2, and Article 13: To ensure that taxation produces as high environmental effects as possible the EP adopted these amendments aiming at including in the car tax base for applying tax differentiation not only carbon dioxide emissions but also polluting emissions and fuel efficiency. In principle, the Commission encourages Member States to apply, under certain conditions, co-ordinated fiscal incentives, and this is reflected in recital 3 of the proposal. However, enlarging the scope of the Directive by referring to pollutant and fuel efficiency based elements may result in practical and real problems. Mixing the objectives on climate change under the Kyoto Protocol with those on pollutant emissions under the 6th Environmental Action Programme, could lead to an increased internal market fragmentation in the area of passenger cars. This could be avoided if coordinated action is carried out at Community level involving the establishment of Community strategy and limit values for each pollutant, as this was the case for CO2 emissions since 1996.

A reference to polluting emissions, particularly if it is added to the Articles of the proposal, could endanger the whole compromise in the Council. Finally, fuel efficiency and CO2 emissions are directly linked. Basing tax calculation on grams of CO2 emitted per 100 km comes to the same results as basing it on fuel consumption per 100 km.
Amendment 4 concerning recital 3 a) (new): This amendment aims to ensure that Member States would refrain from imposing double taxation in the case of RT; particularly when EU citizens return to their country of origin after spending more than two years in another Member State.
The proposal covers all problems relating to double payment of car taxes as it provides for the establishment of a refund system for both RT and ACT. Once this refund system is introduced cases of double payment of car taxes will be avoided.

Amendments 13 and 22 concerning recital 10 and Article 9, par. 1 a) (new): This provision serves to reduce the transaction costs associated with the payment of registration taxes, should these taxes be gradually abolished, by setting up one-stop online solutions for the calculation, refund and payment of RT when moving between Member States.
Currently not all Member States are equally concerned by the proposed measure as only sixteen Member States apply registration taxes while twenty one apply annual circulation taxes.  This situation can change as any Member State is free to introduce, abolish or adapt the car taxes it applies. The establishment of one-stop online solutions will provide for the availability of valid information on car taxes applied by all Member States, which requires the carrying out of preparatory work, which has not been planned for. Therefore it seems not realistic to refer to such a possibility at this stage.

Amendment 40 concerning recital 11 a (new): Under this proposal, classic and old vintage vehicles should not be treated as normal use vehicles because of their historic impact and the small number of such vehicles. No specific study has been carried out so far to evaluate the number of these cars in circulation in each Member State, to establish the reasons they are kept in use (circulation or antique purposes) or their contribution to carbon dioxide emissions.
Amendment 20 concerning Article 5, par. 1 a) (new): To ensure that the impact from the proposed restructuring of the car tax bases is properly evaluated the EP suggested to carry-out a specific study by the end of 2006. Such a study needs to be done according to a specific procedure, and the time needed normally exceeds one year.

9.
Outlook for amendment of the proposal: The Commission does not intend to present an amended proposal. Amendments 3, 5, 6, 9, 10, 12, 14, 23, 24, 28, and 29 could be accepted in principle and the Commission will do its best to see these amendments be taken on board during the forthcoming negotiations in the Council without taking any initiative for formally revising its proposal. The other amendments are rejected.

10.
Outlook for the adoption of the proposal: This proposal was discussed at the Council Working Party on tax questions (FQG) on 19th October 2005. The reaction of the Member States was mixed. The Finnish Presidency plans to have a discussion on the proposal during the lunch at the November 2006 ECOFIN Council.
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