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SPURRING TRANSPARENCY, COORDINATION AND
CONVERGENCE TO CORPORATE TAX POLICIES IN THE EU

BACKGROUND
Aggressive tax planning by corporations is not a new phenomenon in an
increasingly globalised economy. However, the scale changed dramatically, with
large multinational players minimizing the tax/profits ratios. In an environment
of fiscal austerity and with citizens still facing the adverse effects of the financial
and economic crisis, corporate taxation has become a hot political issue, both at
the international and EU level.

Corporate tax competition includes: i) exploiting asymmetries in the tax rules of
different countries whereby transactions are treated as taxable in one country but
not in another so that the multinational enterprise can end up paying no tax in either country; ii) manipulating
transfer pricing to artificially separate assets, capital and risk, so that profits can be declared in a low tax jurisdiction;
iii) minimising the need for a permanent establishment and therefore a taxable presence in a jurisdiction where it is
not resident; iv) using contrived transactions that exploit countries’ double taxation agreements to reap the
benefits of a lower tax rate; v) creating Special Purpose Entities that has little or no employment, operations, or
physical presence, located in a separate jurisdiction to its parent company.

Against this background, what are the key features of aggressive tax planning mechanisms and measures used by
multinationals with the aim of minimising corporate tax payments? How do favourable tax rulings work in practice?
What is the role and functioning of certain EU groups/working parties in the area of corporate taxation? And how
effective is the EU in promoting good tax governance principles? Adopting tax laws in the EU is a prerogative of national
governments.  In this context, what are the key challenges that tax EU policy makers face as they move towards a more
transparent tax environment and enhanced coordination/convergence on tax matters?  To what extent do current
national legal frameworks allow for effective action, in compliance with the EU Treaties, against aggressive corporate tax
arrangements?

An in-depth analysis, including the EU policy response on corporate taxation governance, is provided in four papers.
The papers, which fed into the legislative own-initiative report “Bringing Transparency, coordination and
convergence to corporate tax policies in the EU” (rapporteurs MEP Anneliese Dodds and Luděk Niedermayer), have
been prepared by the Policy Department A, as a response to the request of the Committee on Economic and
Monetary Affairs of the European Parliament.
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In-Depth Analysis on ‘Corporate Tax Practices and Aggressive Tax Planning in the EU’

This paper provides some background to the political debate and to
the efforts which are currently underway to reform the tax system
both at an international level, through the Base Erosion and Profit
Shifting (BEPS) project led by the OECD and the G20, as well as at an
EU level. It describes the basic structure and the fundamental flaws of
the current international tax system. A number of techniques and mechanisms have
been and are used by modern multinational enterprises (MNEs) for aggressive tax
planning purposes. It also illustrates that these structures exploit the interaction of
the tax systems of different states. The paper concludes with a description of the key

features and role of the Platform for Tax Good Governance, Aggressive Tax Planning and Double Taxation.

In-Depth analysis on 'Role and Functioning of Certain EU Groups in the Area of Taxation'

This paper deals with recent EU initiatives on tax issues on the fight
against tax avoidance and aggressive tax planning. Many EU Groups
can contribute to the realisation of this work in progress, because of
their different priorities. This paper overviews the history, set-up,
working methods and results of three EU Groups, i.e. the Council Code
of Conduct Group on Harmful Business Taxation, the EU Joint Transfer Pricing Forum
Expert Group and the Commission Expert Group on Automatic Exchange of Financial
Account Information. Finally, the interaction between these Groups is discussed.

In-Depth analysis on ‘Promoting Good Tax-Governance in Third-Countries: The Role of The EU’

Globalization is knitting separate national economies into a single
world economy. This is occurring as a result of rising flows of trade and
investment, greater labour mobility, and rapid transfers of technology.
Deregulation of financial markets, reductions in trade and investment
barriers, and reduced communications and transportation costs have
spurred those trends. High tax rates are more difficult to sustain in this new economic
environment. As economic integration increases, individuals and particularly
businesses gain greater freedom to take advantage of foreign economic
opportunities. However, the lack of transparency is giving raise to political concerns to

opposition to unfair international tax competition. Against this background, the paper sets out some
suggestions for how the EU could use taxation to promote good governance in third countries and
intensify its work in this area.

In-Depth analysis on 'Tax rulings in the EU Member States '
This paper provides a comprehensive overview of the key features of
‘tax rulings’ arrangements in the EU Member States. Different forms of
tax rulings are examined, including advance tax rulings, advance
pricing agreement or specific ‘tax arrangement’ as well as formal and
informal ‘tax rulings’. The paper discusses the legal/ administrative
framework for tax ruling practices and the “policy” limits of tax rulings stemming
from the need to strengthen transparency and further promote international
cooperation in tax matters.
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