Follow up to the European Parliament resolution on the call for concrete ways to combat tax fraud and tax evasion, adopted by the Commission on 25 July 2011
1.
Political Groups which tabled the resolution pursuant to Rule 110(2) of the European Parliament's Rules of procedure: EPP, S&D, ALDE, Greens/EEFA, GUE/NGL

2.
EP reference number: B7-0203/2012 / P7_TA-PROV(2012)0137

3.
Date of adoption of the resolution: 19 April 2012

4.
Subject: Call for concrete ways to combat tax fraud and tax evasion

5.
Brief analysis/assessment of the resolution and requests made in it:
The European Commission broadly welcomes the resolution which requests progress not only as regards tax legislation but also as regards internal market regulations such as the need for increased transparency in company accounts and registers (including trust registers).
The resolution more specifically calls upon the Commission:

· to address the issues raised by the review of the Savings Tax Directive and to find a swift agreement with Switzerland and the Member States concerned;

· to propose a review of the Parent-Subsidiary Directive and the Interests and Royalties Directive in order to eliminate evasion via hybrid financial instruments in the EU;

· to identify areas in which improvements to both EU legislation and administrative cooperation between Member States can be implemented in order to reduce tax fraud;

· to report on the possibility of EU coordination in changing bilateral agreements between Member States with a view to bringing them into line with the objectives of the European Council, thus making tax avoidance more difficult.

It stresses the importance of implementing new and innovative strategies for combating VAT fraud and recalls Parliament's request for increased transparency and tighter control to prevent the use of tax havens.

The resolution also requests the Member States:

· to ensure smooth cooperation and coordination between their tax systems in order to avoid unintended non-taxation and tax avoidance and fraud;

· to allocate adequate resources to the national services that are empowered to combat tax fraud;

· to take measures to prevent infringements of national law and regulations, in particular in the field of taxation; 

· to review bilateral agreements currently in force between Member States, and bilateral agreements between Member States and third countries, insofar as they contribute to tax avoidance and complicate effective source taxation in certain Member States.

6.

Response to requests and overview of action taken, or intended to be taken, by the Commission:
The Commission wishes to address the four specific requests made by the Parliament to the Commission.

Review of the Savings Tax Directive

The European Council conclusions of 2nd March 2012 specifically require the Commission and the Council to report progress on upgrading the EU savings directive which is still blocked on the Council's table. The Commission's report on the second review of the Directive (COM(2012) 65 final) has confirmed the urgency of updating the Directive in line with the Commission's amending proposal presented on 13 November 2008 (COM(2008) 727 final) and with its extended scope broadly agreed at Council level (Council doc. 6946/11 + COR1).

At the 15 May ECOFIN Council, Ministers could unfortunately not reach agreement on a proposed mandate to negotiate equivalent improvements in the existing EU savings agreements with third countries in order to facilitate the final adoption and implementation of the amended Savings Tax Directive. Luxembourg and Austria have not modified their positions sufficiently to allow the Commission to commence negotiations with Switzerland on an enhanced EU-Swiss savings agreement.

EU coordination to change Member States' bilateral agreements to make tax avoidance more difficult

The Commission is convinced that the best way of addressing tax avoidance is for the European Union to act in a coordinated manner. In 2009 the Commission finalised negotiations on a draft EU-Liechtenstein agreement in the area of tax fraud and tax cooperation. However, the Council has not yet formally adopted this agreement. Moreover, in June 2009, the Commission asked for a mandate to open similar negotiations on tax fraud and tax cooperation agreements with Andorra, Monaco, San Marino and Switzerland. This draft mandate is still blocked at Council level.

In addition to these specific EU agreements, it is important that Member States align their exchange of information provisions in their existing and future bilateral double tax treaties and tax information exchange agreements on the international (OECD) standards to which they are all committed.

For its part, the Commission aims to facilitate effective administrative cooperation between tax administrations by providing Member States with the practical tools they need, including standardised electronic formats for the exchange of information and effective and secure channels of communication. The Commission also promotes the use of these instruments at international level.

As regards VAT fraud or avoidance, given that it often involves third countries, the Commission explores the possibilities to conclude multilateral agreements for administrative cooperation in the field of indirect taxes with third countries as well as the participation of third countries in simultaneous controls.

Identification of areas in which improvements to both EU legislation and administrative cooperation between Member States can be implemented in order to reduce tax fraud

The Commission considers that, first Member States need to make the best use of the tools available at EU level and should all commit to use them to the widest possible extent.

· In the VAT area, EUROFISC can provide a real return on investment to fight VAT fraud through quick exchange of targeted information and opportunity for joint risk analysis. The Commission will continue to support EUROFISC and the practical activities under the Fiscalis spending programme.

· In direct taxation, Member States have to use fully the administrative cooperation mutual assistance directive provisions, especially as regards automatic exchange of information and the mechanisms of the savings directive.

As regards new idea
· In the area of VAT, the Commission is currently considering developing a joined-up approach to controls and investigations not only across borders between tax administrations but also between different agencies such as customs and tax authorities. In autumn 2012, the Commission intends to table a proposal for a quick reaction mechanism that would allow Member States to take rapid action against new types of carousel VAT fraud. Furthermore, the Commission plans to set up a Tax web-portal in order to enhance taxpayers' compliance by making them informed of the state of the legislation in the various Member States in their own languages with timely updates.

· As regards direct taxation, the Commission also intends to go further in fighting against tax havens and aggressive tax planning. A Communication will be presented by the end of this year. In parallel, based on the results of the ongoing double non taxation public consultation, the Commission intends to push for effective means to limit situations of aggressive tax planning which undermine fair tax collection. For example, the EUROFISC mechanisms could be extended and adapted to direct taxation as regards the identification of trends and schemes. Risk management should also be enhanced in a practical manner. The identification of taxpayers could be improved through various practical means.

Review of the Parent-Subsidiary Directive and the Interest and Royalty Directive

For the Parent-Subsidiary Directive, the Commission has not put forward an initiative in its work plans at the moment. The tax planning schemes making use of hybrid financing were presented to the Member States' delegates in a Commission expert group meeting held in January 2012 and are also discussed in the Code of Conduct group in Council. To date, from the discussions of the issue there is currently no clear signal to the Commission to further consider a legislative initiative in this area. The Commission is however still considering its position.

For the Interest and Royalty Directive, the proposal for recast of this Directive is currently on the table of the European Parliament. At Council, one amendment is proposed in order to strengthen the conditions to benefit from the Directive. With the adoption of the pending recast proposal including this amendment it would be ensured that tax planning schemes via hybrid financial instruments could not any longer benefit from the provisions of the Interest and Royalty Directive – however, progress in Council is difficult.
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