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Brussels, 9, November 2015
The importance of a fair and effective taxation system for a prosperous and just society

Note from Evelyn Regner, Member of the European Parliament

Member of the TAXE Committee 

9 November 2015

Tax fraud and tax evasion represents a huge problem and affects us all. Up to one trillion euro a year is being lost due to tax evasion and avoidance. 

The EU and Member States need to strengthen their cooperation in the field of taxation to combat the problem within the European Union and also international. 

I would like to point out some of the major developments which are going on within the European Union to fight against tax fraud and tax evasion: 

1. Report of the TAXE Committee (European Parliament) 

In November 2014 it was revealed that Luxembourg had given preferential tax treatment to a number of multinational corporations (MNCs) such as Pepsi, Ikea, Fedex, Fiat, Starbucks, Apple, Amazon etc. The leaked documents indicated that some companies have enjoyed effective tax rates of less than 1 percent on the profits they’ve shuffled into Luxembourg.

As a result, the European Parliament set up a special committee (TAXE) on tax rulings to look into tax legislation of Member States that could be considered unfair for EU competition law. 

Within the TAXE committee we made recommendations in a wide range of field to solve the problem of tax fraud and tax evasion. Some of the key points are listed below: 

· We called on the Commission to speed up the presentation of legislative modifications for the prompt establishment of a compulsory EU-wide Common Consolidated Corporate Tax Base (CCCTB)

· The country-by-country tax reporting framework for MNEs should be made public 

· Introduction of Common European list of tax havens based on comprehensive, transparent, robust, objectively verifiable and commonly accepted indicators
· Criteria to define tax havens "independently of their location"
· State aid rules should foresee sanctions that constitute an effective deterrent against illegal state aid 
· No EU funding to companies convicted of tax fraud, tax evasion or aggressive tax planning

· European Commission should extend investigations to other MNCs mentioned in LuxLeaks

· EU legislative framework for the effective protection of whistle-blowers

· Naming and shaming of MNCs who didn't show up before the committee in footnotes, in the body of the report. 
· Sanctions to Member States and companies found to be involved in harmful tax practices. 
2. Decisions of the European Commission concerning tax rulings granted by Luxembourg to Fiat and by the Netherlands to Starbucks

The European Commission requested a large number of tax rulings from all Member States, for concrete analysis of existing tax rulings. 

Furthermore, recently the EC adopted two decisions concerning tax rulings and indicated that rulings in case of Fiat (Luxembourg)  and Starbucks (Netherlands)  were illegal under  EU state aid rule. In both cases profits were shifted from one company to another in the same group, with no valid economic justification. Thus tax ruling have unduly reduced Starbucks and Fiats  tax burden by a total of between €20 and €30 million. Therefore both companies have been ordered by the European Commission to repay up to  30 million euros. 

3. EU Directive on EU Information Exchange on Tax Rulings 

In October 2015, the EU Economy and Finance Council (ECOFIN) agreed on the EU Directive on automatic exchange of tax rulings. The achieved agreement is disappointed as the EU ministers watered down the Commission’s proposal for more transparency and automatic exchange of information.

We call on the Council to take into account the Parliament's position, especially regarding 
a) the scope, extended to all rulings, not just "cross border rulings and advance pricing arrangements", given that purely national transactions can also have cross-border effects. The Council made the directive’s scope "cross-border only". 

b) the retroactivity period: All tax rulings still valid should be exchanged. The Council agreed that the directive would apply only to rulings, amendments or renewals of rulings after 31 December 2016, with some exceptions for those issued, amended or renewed between 2012 and 2016. 

c) the establishment of a central directory to which the Commission would have full access. The Council ensured that the Commission is explicitly not allowed to do anything with the information - to which the Commission only has very limited access - other than overseeing that the directive is properly applied. 
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