
At a glance
PLENARY – 23 March 2015

EPRS | European Parliamentary Research Service
Author: Cécile Remeur, Members' Research Service

EN
PE 551.341
Disclaimer and Copyright: The content of this document is the sole responsibility of the author and any opinions expressed therein do not necessarily represent the official
position of the European Parliament. It is addressed to the Members and staff of the EP for their parliamentary work. Reproduction and translation for non-commercial
purposes are authorised, provided the source is acknowledged and the European Parliament is given prior notice and sent a copy. © European Union, 2015.

eprs@ep.europa.eu – http://www.eprs.ep.parl.union.eu (intranet) – http://www.europarl.europa.eu/thinktank (internet) – http://epthinktank.eu (blog)

The tax policy debate
Tax policy has been placed top of the European Union (EU) agenda. Annual tax reports take stock of
progress made, and still to be made, to tackle tax avoidance, evasion and fraud. Journalistic
investigations of certain controversial tax practices used by multinational corporations (the so-
called 'LuxLeaks' affair) have created fresh impetus for the introduction of new rules. The
Commission's 18 March 'Tax transparency package' provides a first set of answers.

Annual overview of EU tax policy
Reports on the 'Activities of the European Union in the tax field' drafted by the European Commission
Directorate General for Taxation and the Customs Union were published annually up to 2014. They present
the achievements, shortcomings and tax issues still to be addressed. They cover corporate and personal
taxation, value added tax and other indirect taxes, as well as tax avoidance and evasion, tax coordination,
fiscal state aid decisions, infringement proceedings, and tax publications and major conferences.
The European Parliament (EP) adopts resolutions annually on tax policy in the EU. The annual tax report
prepared by the ECON Committee (rapporteur: Eva Kaili, S&D, Greece) proposes a 'holistic' approach as
regards taxation policy, identifying three areas of priority: (i) boosting the benefits of the internal market
through taxation policy; (ii) fighting tax fraud, tax evasion, aggressive tax planning and tax havens; and (iii)
promoting viable tax coordination for a long-term, growth-oriented economic policy.
The report takes into account tax developments which took place in the course of 2014, among others the
LuxLeaks affair and developments in international cooperation. These included in particular the G20/OECD
Base Erosion and Profit Shifting (BEPS) Action Plan to modernise international tax rules, the OECD Automatic
Exchange of Information (AEOI) global standard, and adoption by the Council of the amendments to the
Parent Subsidiary Directive, closing tax loopholes for corporate groups and introducing an anti-abuse
provision. In addition, the report covers the second revision, in December 2014, of Directive 2011/16/EU on
administrative cooperation in the field of taxation ('Administrative Tax Cooperation Directive') preparing the
alignment of EU law with the AEOI global standard.
The report stresses the importance of swift implementation of AEOI, coordinated action at EU level in
relation to third countries, and a common approach on the fight against tax fraud, evasion, avoidance,
aggressive tax planning and tax havens. It also calls for fair and transparent tax competition between
countries (as opposed to secret agreements on tax exemptions) and the need to respect the principles that
taxes should be paid where public services are consumed, and contribute to growth.

Transparency package
Recent exposures of controversial tax practices, such as the LuxLeaks affair, have added new momentum to
both existing and planned tax initiatives. Transparency and fairness are at the core of combating tax evasion,
fraud and avoidance.
Content of the package
To tackle the existing shortcomings in tax cooperation, the European Commission has presented a Tax
transparency package. The package is made up of two legislative proposals and a communication on the
instrumental role of tax transparency in the fight against tax evasion and avoidance.
Transparency is a key element for contributing to the political priority of 're-establishing the link between
taxation and real economic activity'. The package reviews existing measures, some of which are still ongoing,
such as the 2012 action plan and the finalisation of tax agreements, and sets out a path towards greater tax
transparency. This includes six elements: (i) establishing strict transparency for tax rulings, (ii) streamlining
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legislation on automatic exchange of information, by repealing the obsolete Savings Tax Directive, (iii)
assessing potential further transparency initiatives, linked with 'country-by-country-reporting', (iv) reviewing
the code of conduct on business taxation with a view to improving its functioning and effectiveness, (v)
better quantifying the 'tax gap' (which is not solely made up of tax avoidance and evasion), and (vi) acting as
forerunner for promoting greater tax transparency internationally.
Compulsory exchange of information on tax rulings
The Administrative Tax Cooperation Directive currently covers mandatory or spontaneous exchange of
information among Member States. Information can be provided spontaneously or at the request of a
Member State authority (via contact points, in computerised format and within prescribed time limits). Tax
rulings are not covered, nor defined as such, by the Administrative Tax Cooperation Directive. They do not
fall under the scope of the mandatory automatic exchange of information (Article 8) which applies to certain
categories of income and capital. Instead, tax rulings are covered by the spontaneous exchange of
information, in circumstances listed in Article 9, which leaves open the assessment of whether 'any other
Member State (is) concerned'. In addition, the provision of information may be refused on grounds of
commercial secrecy or public policy (Article 17). Statistics gathered on the basis of the Directive, in 2014,
have shown that very limited information is being shared on this basis.
The first legislative proposal in the tax transparency package is a proposal for a Council directive amending
the Administrative Tax Cooperation Directive as regards mandatory automatic exchange of information; it is
accompanied by a Commission staff working document providing a 'technical analysis of the focus and scope
of the legal proposal'. The proposal adds cross-border tax rulings and advance pricing arrangements (APA),
relating to undertakings (i.e. excluding tax rulings for individuals) to the provisions for mandatory exchange
of information. To prevent loopholes being created from diverging interpretations, it provides definitions of
'advance cross-border tax ruling' and 'advance pricing arrangement' (APA), and renders the limitations based
on commercial secrecy and public policy grounds not applicable to information related to such cases. The
mandatory automatic exchange of information would apply from 1 January 2016 and encompass valid tax
rulings and APAs granted over the preceding ten years. In addition, reporting and monitoring are also
specifically included, to ensure the effectiveness of the provisions (e.g. the possible creation by the
Commission of a secure central directory for the information communicated on tax rulings and APAs).
In comparison to the current situation, once the proposal has been adopted, as from 2016 data on all tax
rulings will be shared with all Member States on the basis of a pre-defined set of information shared in a
standard format on a quarterly basis. This will allow each Member State to assess the potential impact on
their tax base, and ask for more detailed information when relevant.
A single system for exchange of information
The second legislative proposal in the tax transparency package is a proposal for a Council directive repealing
the Savings Tax Directive. This proposal aims at making the AEOI the single system for exchange of
information, to prevent reporting obligations following different patterns. Indeed, the second revision of the
Administrative Tax Cooperation Directive has a broader scope, which encompasses and takes precedence
over the provisions of the Savings Tax Directive. As a result, the Administrative Tax Cooperation Directive,
implementing the AEOI will be the method for automatic exchange of information that will apply within the
EU's borders, making the legal framework simpler
Next steps on the EU tax agenda – broader action
The two legislative proposals form part of the corporate tax avoidance policy, which predates the package.
As regards transparency, the Commission communication paints a picture of 'much achieved, much more to
achieve'. Work to come, includes, among other things, the completion of tax agreement negotiations with
third parties, and adjusting the ongoing negotiations (with Switzerland, Andorra, Lichtenstein, Monaco and
San Marino) to align with AEOI, further work on transparency requirement for companies, looking into the
question 'whether tax rulings information should be subject to wider publication, particularly by the
companies that benefit from these rulings', and work on the Code of Conduct on business taxation.
The Commission announced that an 'Action Plan on Corporate Taxation' will be presented before the
summer (including 'a re-launch of the Common Consolidated Corporate Tax Base (CCCTB) and ideas for
integrating new OECD/G20 actions to combat base erosion and profit shifting (BEPS) at EU level').
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