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1-003-0000

Chair. – We would like to start – six minutes late. I would like to welcome you all. This is
one of our larger rooms, but I get the feeling that nine o’clock is rather early. At least the
interpreters’ booths are occupied. I would like to welcome the interpreters, who are waving
from up in their booths. Although there is still room down here, the key individuals are
present, namely the two co-rapporteurs. One Vice-President and some coordinators are also
here.

Welcome to you all. We are pleased to welcome, for the second time, Pierre Moscovici, the
Commissioner with responsibility for tax affairs. Welcome, Commissioner. In the past two
years we have discussed the current tax policy in plenary, in TAXE I and II and here. You
gave a clear overview of your work so far in a plenary discussion on 14 March. Seven weeks
have passed since then. In the meantime a number of meetings have of course taken place to
examine individual issues. There are a number of points on today’s agenda, in particular the
question of access to documents. For some of us – all of us in fact – this is important as it
enables us to form our own picture. The situation with the documents which the Commission
has made available to us (and will continue to do so) is improving all the time – but the
opposite is true of the documents which can be accessed only with the Council’s consent. By
way of example: The ‘Code of Conduct’ group’s briefing note of 20 July 2016 – a document
which was published or presented only after the conclusion of TAXE I and II – is 33 pages
long, all of which, apart from the first page with the agenda, are blacked out, because it was
decided on Parliament’s behalf either that it was not relevant to the topic or that it was an
internal debate of the ‘Code of Conduct’ group, publication of which was not desirable. And I
will tell you, quite honestly: I took the liberty of taking a picture of one of those blacked-out
pages for the record. It really is just black – there’s nothing else to see. And in the long run,
Parliament cannot put up with this – not from you, Commissioner, but particularly from the
Council. I am absolutely determined not to take this lying down. This has nothing to do with
the good documents which were made available. It is a very time-consuming procedure to
read them, as there are a lot of blacked-out pages in other documents as well. This is an
extreme example.

Irrespective of this, I would like to turn to the questions we sent you. You sent a letter in
reply, and before I make any further remarks, I would ask you to take the floor for some
introductory comments. Then we can have a discussion. Once again, welcome, and you have
the floor.

1-004-0000

Pierre Moscovici, Member of the Commission. – Mr Chair, honourable Members, thank you
very much for inviting me to be here. As always, I accepted the invitation with pleasure and,
as always, it has come at a good time, as I believe it is useful for us to meet again now,
following my hearing in December, and to reassess the progress in our joint efforts to combat
tax evasion.

It is my belief that, in the fight against fraud and tax evasion, the Commission and Parliament
are natural allies. We are natural allies in terms of the political agenda, in terms of our



04-05-2017 3

approach to combating fraud and tax evasion and also in terms of seeking transparency. As far
as the Commission is concerned, we will always do our best to respond to Parliament’s
requests and to those of this committee.

Combating fraud and tax evasion is an absolute priority for the Commission. Over the past
two-and-a-half years, since I have been in post, I think the Juncker Commission has proved
that in practical ways: through our heavy fiscal agenda and highly ambitious timetables for
adopting the requisite measures and also through our cooperation with this committee and its
forerunners, including the Special Committee on Tax Rulings (TAXE). With regard to that
cooperation, I have tried to the best of my ability to lead by example.

Like you, I am well aware that the people of Europe are asking something of us and expecting
something of us when it comes to combating tax evasion. And although the screaming
headlines and the sense of emergency around the Panama Papers are behind us now, we
cannot afford to relax our vigilance. We cannot wait for another scandal to shake us into life.
So let us keep on keeping on – doggedly doing our job. If we needed another reason to do
that, we have it in the finding from a recent survey conducted by Parliament that a majority of
EU citizens want more action from us on the challenge of fighting tax fraud. The figure in my
head is 74% of respondents who want more EU action on that front.

Before I move on to addressing the committee members’ questions, I would like to emphasise
four points.

Firstly, we are close to the stage when we will start to see our initiatives paying off.
Inevitably, there are time lapses between the launch of a legislative initiative, the point where
it is translated into a vote on a text, and the point of implementation. In this respect, 2017 will
be a year of substantive progress in combating tax evasion.

Financial institutions within the Union have already gathered bank account information and,
as of September 2017, the Member States will be exchanging that information automatically.
And not just the Member States. A total of 101 jurisdictions are set to begin the automatic
exchange of account information in 2017 and 2018. So people seeking to hide money abroad
will be found out.

As I had occasion to say again last week in Berne, where I was meeting the Swiss Finance
Minister Ueli Maurer, banking secrecy will soon be no more – and I am not one of those who
will mourn its passing. Its demise is sending out a strong message and I believe we can
congratulate ourselves here on a battle won. While I will not pretend that we are close to
winning the battle for full transparency in the matter, the automatic exchange of information
on fiscal written rulings and country-by-country reporting among tax authorities will begin to
take effect, with actual exchanges starting this year. So 2017 is a year of implementation on
these fronts.

New EU rules will allow tax authorities to access information that is vital for combating
money laundering, and this means they will be able to target their investigations and audits
more effectively. All these measures are to be transposed by the end of the year.

These three examples are evidence, I believe, of a certain shift in the political and legislative
landscape. We are embarking now on a phase in which the implementation of our proposals
must go hand in hand with the adoption of new initiatives because we cannot afford to rest on
our laurels or to permit any slippage in the timetable either for implementation or for the new
initiatives. This means remaining vigilant while at the same time focusing in on certain issues
or tackling them from a different angle. Obviously the Commission has effective means of
ensuring that directives are properly transposed but, as a rule, the only ways of detecting
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administrative practices that may be at odds with the new EU rules are when a complaint is
made or when the Member State concerned is subject to an in-depth audit. Conducting such
audits, I must admit, is not part of the Commission’s remit. In other words, if our joint efforts
are to be effective, it is crucially important to gets things right at the transposition and
implementation stages. So it is important, and it is an ongoing function of Parliament and this
committee, that political pressure should also be exerted now – and perhaps, indeed, as a
priority – on the Member States, in what is a crucial phase if our legislative efforts are to
produce real results on the ground.

My second point is that we have three very clear priorities for the current year and, on each of
them, I will absolutely need Parliament’s support because, frankly, once the scandals have
blown over, and with them that sense of emergency I mentioned, Member States can
sometimes lapse into their old ways. My first priority is, of course, the new version of the
Common Consolidated Corporate Tax Base (CCCTB). As you know, this is a restructuring
project on two fronts: on the single market front it is good for business; and on the
transparency front it is a contribution to the fight against tax evasion. I am convinced that, in
combination with the Anti-Tax-Avoidance Directive, the CCCTB will prevent companies
from shifting their profits into tax havens.

The CCCTB is required as part of our armoury against tax evasion in Europe, but there is also
a wider requirement for it. Despite the statements made last week on tax-related matters and
despite talks we managed to have in Washington at the spring meetings of the International
Monetary Fund – where I met, on the Union’s behalf, both Steven Mnuchin, the new US
Secretary of the Treasury, and Gary Cohn, Director of Donald Trump’s National Economic
Council – I must admit that we still have a lot of questions about the policy directions that the
new US administration intends to take. And the EU must be firmly and proactively committed
to fostering good governance in tax matters at international level. We have already had two
G20 meetings with Mr Mnuchin, which were problematic in many ways. I would be lying if I
told you that the USA today is as committed to multilateralism as it should be. I would be
lying if I told you that it is as ready as it should be to combat protectionism. And I would also
be wrong to suggest it was enthusiastic about tackling climate change. However, in the areas
with which we are concerned here, i.e. on the agenda for combating tax evasion, there was no
foot-dragging in relation to this established aspect of the G20 deliberations. At the same time,
we must remain extremely vigilant, because the absence of foot-dragging does not necessarily
imply enthusiasm or a proactive approach.

I am counting on Parliament to work hand in hand with the Commission to produce
agreement on the CCCTB at the earliest possible date and we cannot afford to lose our edge in
terms of political momentum. To be quite frank, it will be hard to accomplish this without
you, because I do sense some foot-dragging out there. I sense reservations – some of which I
appreciate, and some I disapprove of although I may understand them.

My second priority is, of course, the EU list of tax havens. Here too, we need to aim as high
as possible, in terms of both what we do and how quickly we do it, and I am aware we cannot
get there without your determined support. By the end of 2017 I want to see a list of tax
havens in place: a list of jurisdictions that are non-cooperative in tax matters, along with a set
of penalties that will function as deterrents. I therefore need you, as elected representatives, to
keep up the pressure on the Member States to pursue that objective and to stick to the
timetable. I do not need to tell you just how vital the list is in terms of our commitment at
international level to transparency and good governance in tax matters. It is imperative that
we stay on track, and I believe that a call from this committee for common, effective and
dissuasive countermeasures would constitute a strong signal to the Member States that this list
needs to appear on time, needs to be effective, and therefore needs to be accompanied by real
penalties. I want it to be more than just a piece of paper that is subsequently left, as Karl Marx
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put it, ‘to the gnawing criticism of the mice’. I appreciate that Karl Marx may not be our
number one point of reference, Mr Chair, but in this particular regard I think it is legitimate to
be a Marxist.

We will shortly publish a proposal on the intermediaries – tax advisors, lawyers and banks –
that sell tax optimisation arrangements. Where specific criteria are used for such
arrangements, the intermediaries will have to explain those criteria to the tax authorities, who
will then exchange the information with each other. In this way the tax authorities will be able
to identify more clearly, and at a much earlier stage, weak points in the regulations that allow
taxation to be substantially reduced in certain cases – and this proposal, too, will have a
deterrent effect because the tax authorities will know the identity of those who are benefiting
from tax optimisation arrangements. I recognise that Parliament has high expectations of this
measure and, once again, your priorities are in line with those of the Commission. While you
will, of course, judge us on the texts, please know that the Commission is determined on this
one, and that we will not waver.

The third point to which I would direct the committee’s attention is that a substantial
proportion of the proceeds of fraud, including VAT fraud, is making its way into the coffers
of criminal networks and thereby – and this is something new – also supporting terrorist
networks. As you know, all the Member States, and the EU budget too, are affected by what is
known as carousel fraud, much of which, according to the European Court of Auditors, is
perpetrated by criminal organisations. For example, fraud in relation to VAT on carbon
allowances has been perpetrated on a massive scale, costing Member States EUR 5-6 billion
in lost revenue, by organisations with connections outside the European Union. Large-scale
VAT fraud hits the primary source of Member States’ tax revenue. The so-called European
VAT gap – i.e. the VAT that goes uncollected by the authorities – amounts to an eye-watering
EUR 160 billion a year, EUR 40-60 billion of which is accounted for by cross-border fraud.

The chinks in the current VAT system, and the quite frankly alarming ease with which
misappropriated monies can be syphoned off to bank accounts outside the EU, mean that
VAT as a resource – and an essential one for public spending – is highly vulnerable to fraud
and there is currently little hope of identifying those responsible or recovering the money.
More and more has been written about this phenomenon and it is something we must attend to
as a matter of urgency if we want to build a fairer tax system. Cross-border VAT fraud cannot
simply be accepted as unavoidable.

So why is it happening? It is happening because, since 1993 we have had in place transitional
arrangements – albeit with a rather permanent feel about them after 24 years – which have
resulted in the creation of 28 different systems. That is why carousel fraud is possible. We
must put a stop to it, and I expect to have the support of this House – the European
Parliament’s support – for the VAT reform proposals I will table in the autumn with a view to
establishing, finally, a permanent system and redoubling our efforts to combat large-scale
VAT fraud. With such a system in place we will have a powerful new weapon in our armoury
for tackling organised crime and terrorism. The rise of this phenomenon, by the way, was
shown recently in a series of documentaries, which I believe were made in the Netherlands
and the authors of which I met.

Lastly, and this is my final point, I would like to remind you that we are doing our best to
cooperate with the committee on access to documents. I have said that we are on the same
side, and that applies too in relation to transparency. We take your access requests very
seriously and I can tell you that we have assigned significant resources, within the
Commission, to responding to them. To date, we have supplied more than 650 documents on
a confidential basis and more than 820 via our IT platform, and I can assure you that, looking
ahead, we will continue to cooperate with you as constructively as we can.
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A large part of the documentation from the Code of Conduct Group on business taxation is
publicly available and we have explained how the committee can access it, although I accept
that you may have had somewhat disappointing results on that front.
I know that the committee is not yet satisfied with the situation. I want you to know that it

really is our aim to provide the committee with the documents relevant to its work, under the
terms of its remit, which the Commission takes very seriously indeed. In this regard, the Code
of Conduct Group for Business Taxation covers a very wide range of issues, only a small
number of which fall directly within the committee’s remit. It is only logical that information
on matters outside that remit should be omitted. This does not affect your work. In fact we
have taken a further step in that I wrote recently to the Council, on the Commission’s behalf,
urging that each institution, including the Council, should provide access to its own
documents. Here again, though, the influence we can exert on the Council is limited. It is an
important question, on which I will say no more for now, except that it should be seen in the
context of our overall interinstitutional cooperation with a view to scoring some real successes
against tax evasion. Ms Henzler, a director in the Directorate-General for Taxation and
Customs Union (DG TAXUD), will meet the committee coordinators this morning to explain
what steps have been taken so far to give you access to as many as possible of the documents
you have requested and to answer your questions.

Forgive me, Chair, honourable Members, for going on at some length. I have covered all the
points I wanted to make in this introduction. Because, however, we have such a heavy agenda,
the introduction was not a brief as it might have been. Thank you, in any case, for your
attention. I look forward to your questions.

1-005-0000

Chair. – Commissioner, we hope, and indeed we are certain, that together, Parliament and
yourself, working on this difficult matter, that our main problem here is not the Commission
and the willingness to cooperate between the Commission and Parliament but primarily the
reticent – or, to put it bluntly, stonewalling – behaviour of certain Member States. This
applies not only to the document I have just pointed out. Another document, which concerns
tax holdings, shows that 11 Member States have tax holdings and that all of them, with one
exception – Luxembourg – had it blacked out. In the case of a federal Member State, even for
one single region. This means that there is little willingness to demonstrate transparency and
acknowledge public pressure for reform in the Member States – and this is not only a vote of
no confidence in Parliament as the directly-elected body of the European Union but also a
position which cannot be justified through the competence of the Member States in fiscal
matters. Nevertheless, we support your initiatives in the three areas of the corporate tax base,
tax havens and VAT fraud. As we are rather short of time – we started late, you spoke for
rather longer (which was perfectly acceptable) – I would suggest that we start with the two
co-rapporteurs, with their questions. The meeting will finish at 10:30.

1-006-0000

Jeppe Kofod (S&D). – Thank you Chair, and thank you so much, Commissioner – it’s a
great pleasure to see you here. First of all, what you mentioned initially on the fight for
transparency: I think this committee is really committed to that, to standing with the
Commission and facing some of the more reluctant Member States in that fight, whether it’s
the country-by-country reporting, or it’s the CCCTB or it’s beneficial ownership registers. In
all of these files, we need transparency, the public need to see what’s in them.

My question is linked to this issue on reporting, because the PANA Committee was recently
in the US – you also mentioned your own missions to the US – and there we learned that the
US is not planning to make a reciprocal exchange of information when it comes to the
common reporting standards. They have their FATCA, but they’re not ready to do it. Was that
also your impression? And what can we do – one of the criteria, as you mentioned, on the
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blacklisting of tax havens is actually that the common reporting standard is implemented – so
could we make an EU FATCA? What is the response from the Commission side on the
problem of the US side not providing reciprocity?

Regarding the list – you also mentioned the blacklist as a high priority for us – the process has
been very closed, and we regret that, and it’s also highly regrettable that the zero or close-to-
zero rate is not a criterion in itself for the blacklist. But can you provide a little bit more on the
state of play on that?

And then, finally, you just mentioned the Code of Conduct Group for business taxation which
has been in place since 1998. Isn’t it an idea, from the Commission’s side, maybe to evaluate
the work and the mandate for that group – to phase out harmful cross-border tax regimes, to
see how effective it has been? You mentioned the single market, linked to CCCTB, but I think
here we have to take a close look at the Code of Conduct Group and the work of that, and
maybe come up with a new vision for how we can deal with cross-border harmful tax regimes
in the future, and I think the Commission could take up this task.

1-007-0000

Pierre Moscovici, Member of the Commission. – First, I am pleased about the progress made
on the EU list – both the pace and the ambition of the work done on the EU list – which I
think is fully in line with what we had envisaged. A letter was sent to all jurisdictions selected
for screening in January and this screening process has now begun. Teams of experts from
Member States and the Commission as well were established in March and we are currently
assessing the jurisdictions selected against the agreed criteria.

As a second step, expert panels will contact the jurisdictions concerned with a request to
complete and to validate this information. This technical work will be completed by
September. Following the necessary procedural steps within the Council it is expected that the
EU list will be adopted by ECOFIN by the end of December. Discussions have started in the
Code of Conduct Group on possible countermeasures that could apply to countries that are
eventually listed. So I would say that I am reasonably optimistic and pleasantly surprised at
Member States’ engagement in this project. It is important that this continues in this period.

Regarding the US Administration, it is no secret that the EU wants reciprocity with the US on
the exchange of information on financial accounts in line with the new global transparency
standard. We have raised the issue with our US counterparts at every possible opportunity.
The US has a responsibility to take a central role in the global fight against tax evasion and
avoidance, just as we do. Like the EU, the US must scrutinise its own tax system and adjust it.
There is plenty of scope for us together – the EU and the US – to have a very constructive and
forward-looking discussion on key tax issues of mutual interest. I think that we first need to
see how the new Administration deals with that.

Regarding the reform of the Code of Conduct Group on business taxation, it is an important
tool for ensuring fair corporate taxation in the EU and has been instrumental in repealing a
number of harmful tax practices. However, in recent years the need for reform of this Code of
Conduct Group and its governance has obviously become more visible. Like this Committee
and this Parliament, the Commission has repeatedly said that it would favour a meaningful
reform of the Code. We are ready to work with Member States to review its functioning and
make it more effective in ensuring fair and transparent tax rules within the EU. I welcome the
different calls from your Parliament to improve this Code and would be pleased to assist.

1-008-0000

Petr Ježek (ALDE). – I would be interested to know, Commissioner, how you assess the
implementation by Member States of EU law in the areas we are talking about. Have you
taken any concrete action since you took office to enhance control over this implementation
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by Member States, and does the Commission have enough resources to make sure that the
legislation is properly implemented and enforced in the Member States? That would be my
first set of questions. Then, could you further outline the upcoming initiative to regulate tax
advisers, and are there any other initiatives to be prepared in the near future, and perhaps also
in the farther future?

Lastly, back in 2013 you wrote a letter, together with your counterparts – the ministers of
finance of the Member States – to the Commission, asking to put forward EU FATCA. I
wonder whether you consider that the directive on administrative cooperation in the field of
taxation is a sort of EU FATCA, or do you see any differences/similarities? FATCA is
considered to be quite a heavy and efficient instrument.

1-009-0000

Pierre Moscovici, Member of the Commission. – As you requested, I have instructed my
services to have a very close look at the timely, complete and correct transposition and
implementation of the new Anti-Tax Avoidance and Transparency Directives. In all instances
where a Member State failed to notify its transposition acts to the Commission, the
Commission immediately launched the first step of infringement proceedings, the so-called
letters of formal notice, in 39 cases. I will not detail all of them in the short time that you
have, but we have the information. In response to our warnings, most Member States
delivered, and notified their transposition acts or completed them.

However, with regard to 12 Member States, some actions are still pending. After this first
completeness check the Commission services also assess whether the directives have been
correctly implemented into national law, and there, as regards DAC1, in six Member States
the Commission had questions on the conformity of the implementation. Four cases are now
closed. Again the detail is available. For DAC2 the conformity assessment is still ongoing.
Hopefully, it will only uncover a few additional infringements. As you can see, we are doing
our due diligence and this works as Member States tend to quickly adjust their legislation to
our demands. So I think this work is ongoing, we are under your control, the information is
available and I think we are on the right track.

As far as enablers, promoters and intermediaries are concerned, in the last two years we have
done a lot to give tax administrations the means to effectively detect and combat tax evasion
and tax avoidance, but now we want to address the situations of those who promote tax
avoidance. Recent scandals have exposed the role played by intermediaries who know tax
rules like the back of their hand and are able to use them in a legal way to reduce tax bills for
large businesses and wealthy individuals. We now need to tackle these practices. Three EU
countries have already placed an obligation on intermediaries to disclose tax schemes they
promote before their implementation. The Commission is now fully engaged on the matter
and will propose a new directive to increase transparency rules on the intermediaries before
the summer. I know I can count on this Committee’s efforts to make sure that this directive is
implemented as quickly as possible.

Regarding FATCA, the global standard is now implemented at international level. The
Commission is prepared to maintain a dialogue on the timings of commitments and their
fulfilment by third countries and to contribute to the global dialogue and the so-called tougher
incentives to non-participating jurisdictions.

1-010-0000

Chair. – We would, of course, also be interested in hearing which countries have already
made proposals for regulating intermediaries – later on. Now we come to the spokespersons
for the Groups.
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1-011-0000

Dariusz Rosati (PPE). – Thank you, Chair, and thank you, Commissioner, for being with us
and for the information you have provided.

I have two questions. The first concerns the so-called dependent territories of the EU Member
States. We had a hearing on this topic earlier this week and it seems that a number of Member
States claim that they actually have no full control over the tax regimes of the dependent
territories, both within the geographical limits of Europe and outside Europe. This concerns
the Channel Islands and some Caribbean territories which are under the control of the
Netherlands, the UK, France and so on. To what extent is the Commission aware of the fact
that there is a process of shifting profits to those territories for tax reasons on a large scale,
which has been going on in Europe for quite a long time? What can be done in order to induce
the Member States concerned to think about making appropriate legal changes in order to
avoid these harmful mismatches in the tax regimes between the territories that formerly
belonged to the same state and are, even formerly, parts of the European Union? I would like
to hear your opinion on that. In other words, can we do something about this or do we have to
tolerate this state of affairs?

My second question is on the last legislative initiative, which is now in the Parliament and
concerns public CBCR. We have heard the reactions of some of our partners outside the
European Union expressing concerns that this initiative may lead to the disclosure of
commercially sensitive information and therefore that there may be two effects as far as
investments are concerned from those countries. The first is that subsidiaries of non-EU
companies will be relocated from the EU to some other country and in future the inflow of
investment from those third countries, like the US, Japan, Canada and so on, will be lower.
The second potential implication is that it may undermine the OECD standard. The OECD
standard I have in mind is BEPS Action 13, which has been achieved after long and very
difficult negotiations. That may serve as a pretext for some Member States simply to quit this
agreement. I would like to know your opinion on that and to what extent these concerns were
voiced, especially during your last meetings with our American friends.

1-012-0000

Chair. – The last point is in the legislative procedure – there has already been a hearing and a
discussion about this in the course of this week.

1-013-0000

Pierre Moscovici, Member of the Commission. – There are a lot of questions there and I do
not have a lot of time to reply but I will try to do so, at least in bullet-point fashion.

On the first question, I am sure we are all very aware of the problems the speaker raised. On
the one hand they are part and parcel of the listing process and, on the other, part of the work
– the ongoing work – of the Code of Conduct Group. We do need to look particularly closely
at certain jurisdictions, such as Jersey, Guernsey and the Isle of Man. The tax systems in these
territories are being considered as part of the work of the Code of Conduct Group, whose
remit is appropriate there, and we are keeping an eye on that, in the light of the global
transparency standard. So, yes, of course, they are very much a focus of our attention.

With regard to public country-by-country reporting (CBCR), there are two points here.
Firstly, there is the substantive issue that you have raised. When the Commission proposed
that CBCR should be transparent, should be published, it did so following an impact
assessment and a public consultation and, of course, it asked the question about a possible
conflict between investment and transparency, as well as the question about reciprocity,
which I also raised in the USA and about which I have regular exchanges with Angel Gurría,
the Secretary-General of the OECD.
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We produced our opinion, now it is up to the Member States to express theirs and up to
Parliament to hammer out its opinion and to assert it.

It is my belief that, within certain limits – of which we take account in our proposal – there is
no conflict, that it is in our interest to push for transparency and that, in any event, it will
become necessary as a matter of course. But the Member States need to express a view and,
once again, Parliament needs to decide what approach it will take.

I must say I have noticed, in the debates I have taken part in, that the concept of transparency
is strongly supported. This is a discussion that needs to continue. Having embarked on it at
the Council, I know that it is not straightforward. So this is another area where we need this
House to exert pressure one way or another. The Commission, for its part, will continue to
advocate public CBCR.

1-014-0000

Chair. – We studied the amendments yesterday and found that it would be very difficult to
find a common approach on this in Parliament. The information on the PEP regulations is
certainly an important indicator. In terms of territories, there are not only the Channel Islands
– not just a few on the list; a total of 33 territories of Member States are suspected of being
tax havens. So this is an important point which was addressed and to which I hope you will
pay great attention.

1-015-0000

Paul Tang (S&D). – Mr Moscovici, thank you for being here. Yesterday was the first hearing
the Parliament started on the CCCTB. One of the discussions was – and I think there was
broad support in the Parliament for the proposal, but I would be happy to hear your view –
that this could be a European response, which could break the race to the bottom which only
seems to have increased given the tax proposals by the Trump administration, which has
lowered the tax rate from 35% to 15% and also breaks away from the usual American system
and makes it more of a territory-based system. How do you see that? Do you also fear that the
race to the bottom is developing further? How do you see the step by the Trump
administration and how do you see the CCCTB as a European response in this race? That’s
my first question.

The second is on tax advisers. I know there is a consultation. I am not sure when you will
come forward with a conclusion on that, but what do you see happening in the Member
States? In OECD action point 12, I think, Member States can, for example, take up the issue
of mandatory disclosure and can provide hallmarks to the tax advisors. Do you see any
initiative on their side? I think that is pretty crucial because this might be an instance in which
the weight of Jean-Baptiste Say’s law holds that supply creates its own demand.
1-016-0000

Chair. – The subject of tax advisors is a central one, as we have found that, of the 403
Panama Papers cases in Luxembourg, only 73 out of 100 targeted banks and just one out of
300 targeted tax advisors – only one. That is conclusive.

1-017-0000

Pierre Moscovici, Member of the Commission. – I would first like to reaffirm here that the
US is one of our strongest trade partners and allies. We must not forget that, even if some
adjustments need to be made. As I said, I was in the US two weeks ago. I had the opportunity
to speak to several top leaders, including Janet Yellen, Christine Lagarde, and Gary Cohn and
Steve Mnuchin. My message was that the Commission will always keep in mind the common
interests between the US and the EU. I also reiterated the fact that a distinction should be
made between short-term declarations and long-term US policy.

On tax matters, last week the US Government announced corporate tax reforms. That includes
a lowering of its corporate tax rate, which is currently set at 39% which is well above the
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average tax rate in EU Member States of 22%. Our main focus will be to continue working
with all our international partners, including the US, to tackle tax avoidance and tax evasion.
We took note of the US Government’s announcement on corporate tax reform last week,
which includes this plan. We will of course continue to follow this closely as more detailed
proposals are developed. I think that we have avoided the worst-case scenario, which would
have been the border adjustment tax which would probably have created some temptation to
protectionism and led to retaliations. We obviously need to go on with that. We are in a
moving environment as far as corporate tax is concerned. Our best response is to keep on
implementing BEPS, both in the European Union and globally, to act in the framework of the
G20 alongside our partners at the OECD and also to push for CCCTB. I think that CCCTB is
our best answer to this need to stabilise tax bases. As far as enablers, promoters and
intermediaries are concerned, we intend to make a proposal in June on advisors and
intermediaries. We are also looking into the issue of whether there should be sanctions for
those who do not obey the new rules. My view is, of course, favourable.

1-018-0000

Bernd Lucke (ECR). – Mr Chairman, Commissioner, thank you for being here today. Key to
the thinking of the Commission and of this committee in the fight against money-laundering
and tax evasion – criminal activities – is improving the information available to the public
sector through increased transparency requirements, registers and the like. But it is also
important to be able to process this information and to have the resources to do so.

The impression gained from the work of this committee and, for my part, individual
conversations I have had, is that these resources are seriously lacking. For example, I know
from a number of Member States that only some 1% of the suspicious cases which, under the
current rules, it is mandatory to report are looked into by the relevant authorities – the
financial intelligence units or law enforcement agencies and tax authorities. This means that,
even if there is an initial suspicion according to our rules, there is a 99% likelihood that
whoever is under suspicion will have nothing happen to them, as there are no resources to
pursue these cases. I think this shows a clear contradiction between our acceptance of the fact
that criminal activity causes a three-figure loss of tax revenue and the seeming unwillingness
of the Member States to make sufficient resources available to pursue these cases. The
additional burden in terms of personnel and physical resources to pursue these suspicious
cases should be self-financing – more than self-financing in fact.

My question is: Do you have the same view of this contradiction? And how would you
explain it? And thirdly: What could the Commission or Parliament do to try and resolve this
problem of clearly blatant inactivity with regard to suspicious cases?

1-019-0000

Pierre Moscovici, Member of the Commission. – I am pleased that, for once at least, we
clearly agree, Mr Lucke, on certain aspects of the absolute need to combat tax fraud and tax
evasion. It is heartening that all the political groups should recognise that need and should
accept, too, that this is a field in which Europe – under attack as it is from some quarters – is
not only necessary but also useful. We have demonstrated, I think, how necessary and how
useful we are. And this is part of the European narrative that we should be doing more to
defend among our fellow citizens, because this is an area that really proves Europe’s worth.

The problem you raise is a genuine one, requiring genuine solutions, but we should not
deliberately overstate it.

In a former life, before I became a Commissioner, I spent two years as the Finance Minister of
my own country, France. I can tell you that a Finance Minister has a multitude of good
reasons for launching ambitious programmes to fight tax fraud and tax evasion. He has
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ethical, moral and political reasons and he has financial reasons, because we are talking about
revenue here, which can be used to reduce deficits and that is a must. So in France, every
year, we launched programmes (I say ‘we’ because, although I am no longer involved, I am
still French) which enabled us to recover more than EUR 2 billion in tax revenue that had
been directly at risk of loss to tax fraud or tax evasion.

That said, and while I think the proportions you cite are considerably overstated, you are right
that we need to work closely with the Member States – and we are doing so – on creating
administrative capacity where it is needed, or on improving existing capacity, to ensure that
this war on fraud can be waged even more effectively.

We are doing this through workshops funded by existing taxation-related programmes, we are
doing it by making available IT tools and we are doing it by exploring new technologies,
which are clearly very important for addressing the cases that we are concerned with. But,
yes, I am right with you on the need to tell the Member States, loud and clear, that they have a
duty – and that it is also in their interest – to deploy their administrative capacity to collect
taxes more effectively and to combat tax fraud and tax evasion more effectively. That is a
message I am more than happy to convey.

1-020-0000

Chair. – I am assuming that the Commission has the information on the Member States’
authorities. Perhaps you could also make this available to us, Commissioner. And now, Maite
Ruiz, on behalf of the ALDE Group.

1-021-0000

Maite Pagazaurtundúa Ruiz (ALDE). – Mr Moscovici, I am very glad to hear you say that
this estimated EUR 160 billion per year in tax evasion cannot be accepted as inevitable.
Indeed, tolerating tax evasion would be complicity with it and this failure to act would entail
political responsibilities. So it is interesting that you tell us this.

I would like to return to the issue of dependent territories. The Panama Papers reveal that
more than half of the 200 000 companies for which Mossack Fonseca acted as agent were
based in the British Virgin Islands. You have said that you will look into some of these
dependent territories, but the Chair tells us that there are 33 of them.

But what I want to ask is: if EU law cannot be applied directly to these territories, what
powers do you really have, besides looking? Merely looking at something gets us nowhere;
it’s not an effective way of working. Is treaty change required?

You mentioned that there is some reluctance to accept the CCCTB. Could you be more
specific about this reluctance? Because we you have told us that you can understand this
reluctance in some cases and not in others. Could you shed some light on this?

1-022-0000

Chair. – Commissioner, you have the floor. This time you have rather longer.

1-023-0000

Pierre Moscovici, Member of the Commission. – I have rather more time to reply now, but
the answer is in fact quite simple. There are two aspects to this situation. If we are talking
about territories outside the EU, then they will be covered by the listing process that we are
currently working on. And I will take this opportunity to repeat that we really do want to stick
to our timetable and not to water down our ambition in that regard. I will also take advantage
of the question to reiterate that I am reasonably happy with our progress thus far, and
optimistic that we will have this initial pan-European list of tax havens, with an appropriate
set of penalties, by the end of the year.
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If, on the other hand, we are talking about territories that are part of the EU, which of course
may have a particular status within this or that Member State, then the acquis, our Community
acquis – our own rules – must apply there. Naturally things will get more complicated when a
large country leaves the EU, and that is certainly one of the subjects we will have to consider
together.

I might add, by the way, that intermediaries operating in the territories in question will be
covered by our forthcoming proposal. And that goes for both types of territory. The question
is a crucial one because we must take care not to leave loopholes that open the way for the use
of third jurisdictions.

1-024-0000

Miguel Urbán Crespo (GUE/NGL). – Mr Chair, Mr Commissioner, seven directors of
Banco Santander and three directors of BNP Paribas were arrested in Spain yesterday on
allegations, based on information from the Falciani list, of helping politicians, businessmen
and athletes to conceal assets and launder money.

This is a yet another example of how intermediaries, whether international banks, asset
managers, law firms or legal advisers, are fundamental in helping ensure corporate profits and
wealthy individuals go untaxed, as well as facilitating money laundering and other financial
crimes. The necessary complicity of these intermediaries is there for all to see, and you
yourself have said that measures will be taken to address this.

I wanted to ask you, firstly, whether these measures will be merely cosmetic or will go to the
root of the problem, since you also mentioned the concerns of the public. The public has little
faith in a Commission that has been tarnished by cases such as the LuxLeaks implicating Mr
Juncker, Mr Cañete with the Panama Papers, Neelie Kroes with Bahamas Leaks or Barroso
becoming Chairman of Goldman Sachs.

In respect of legislation, I wanted to ask: In what way should intermediaries be held
responsible in a regulation on this issue? What type of sanctions should be considered for
intermediaries who facilitate unlawful activities? Their business licences could be withdrawn,
for example.

Given the transnational nature of these activities, do you think that monitoring should be
carried out by European authorities or the Member States?

And lastly, will action taken be in line with the report on alleged suspicious activities, or will
an obligation be imposed to keep a register of information so as to ascertain and categorise the
profile of these operations?

1-025-0000

Chair. – You said you would present this. We are looking for something specific now.

1-026-0000

Pierre Moscovici, Member of the Commission. – By definition, when a directive has not yet
been submitted to the college of Commissioners, I cannot stray too far into speculation about
how it will look when it leaves the Commission.

However, I want to assure you that the reason we are taking action on tax intermediaries is
that we believe as you do – and Parliament was right to draw our attention to this area and,
indeed, to spur us to act – that something important is at stake here, that we must be able to
address the situation of those who, through their legal or financial expertise, encourage and
abet tax evasion. We need an effective system of disincentives and we need transparency.
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I think I will have a further opportunity to appear before this committee. I have more
information to give you – and I will give you all the relevant details, Mr Chair, including on
the countries concerned, about which you asked me earlier – but what I will do now is to
outline three principles that we are working on, with DG TAXUD, in drafting this proposal.

Firstly, our proposal will be aimed at all intermediaries. It will not be restricted to certain
professions. All professions will be covered.

Secondly, our proposal will be aimed at all tax optimisation schemes. There will not be an
exhaustive list of schemes but there will be a set of criteria. I think this is a better way to
proceed because it means there is room for adjustment and, obviously, legal and technical
expertise is not something that can be delimited. That is why I favour the criteria-based
approach.

Thirdly, in terms of the thrust of our approach, our proposal will, as I have said, be aimed at
all jurisdictions. If the intermediary is located in a third country and does not meet his or her
obligations, then the taxpayer will be required to meet them.

That sums up our three-pronged approach – and of course we are also addressing the question
of penalties.

1-027-0000

Chair. – Many thanks for the clarification. That is a very far-reaching suggestion, unless it is
too early to say. Now we come to Eva Joly for the Verts/ALE Group.

1-028-0000

Eva Joly (Verts/ALE). – Thank you, Commissioner, for attending our meeting today.

I am very keen to hear the Commission’s proposal on intermediaries. We are aware of the
dominant role they play – our committee commissioned a study of the role of advisors and
intermediaries, which was published a few days ago – and I was wondering whether, in your
proposal, there is provision for them to be criminally liable, i.e. to be deemed co-perpetrators
of any offence of which their client is ultimately accused. I ask because I think that there is
adequate provision in criminal law in some countries in this regard but not in all. So it is
useful to reiterate that point.

I have a second question. I was very pleased to read in Le Soir today that the Commission has
managed to prevent a billion euros being channelled into tax havens. Could you give us some
details about that please: what were the institutions that were seeking to use tax havens as a
channel for this money and what scheme, or schemes, did you manage to prevent?

1-029-0000

Pierre Moscovici, Member of the Commission. – With regard to intermediaries, it is essential
that the definition should cover all those who can potentially provide services to certain
professions, otherwise we will create loopholes in the law and that would become an incentive
for certain intermediaries to operate.

In line with the initiatives most recently taken in this field, the Commission’s preference in
terms of measures for combating tax evasion is for hard law, rather than soft law measures
such as the code of conduct, which it is difficult to toughen up in this respect. So that will be
the thrust of our work.

In the case of intermediaries, there is provision for mandatory transparency and it is up to the
tax authorities to act on that. So, at this stage, no: we are not planning measures under
criminal law.
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As for the news that you mentioned, I have not actually read Le Soir and such information is
not forwarded to me. I will, however, get it for you shortly. I can say that I asked the
European Investment Bank and the European Bank for Reconstruction and Development
(EBRD) – if that is what the article is about – to keep a closer watch on the use of EU funds.

I believe that EU institutions have a responsibility to be extra vigilant about the use of EU
funds and I spoke with the heads of these two institutions – with the President of the EBRD
when I was in Washington, and also with my friend Werner Hoyer, President of the EIB,
whom I see regularly of course.

This Union of ours has made the fight against tax fraud and tax evasion a flagship project. We
want – and I want, as the Commissioner responsible – to lead the way on this. So we are
doing what we can, Ms Joly. You are not always satisfied with what we do, but please believe
me that we are doing better than some. If you want to lead the way, you need to set an
example, and the stance of the Commission, which has a role in the governance of the EIB,
has always been this: territories that receive EU funding must themselves observe the
standards of good governance in tax matters.

We need Parliament’s help, by the way, to improve the relevant legislation, especially the
financial rules for the European Fund for Strategic Investments (EFSI) and the rules on
external loans. Thank you, however, for raising the question, as it gives me an opportunity to
spell these things out. A European institution must necessarily set an example in terms of
European leadership on combating tax evasion: it has both a moral and a political
responsibility to do so.

1-030-0000

Barbara Kappel (ENF). – Mr Chairman, Commissioner Moscovici, thank you for coming to
this meeting today. I have two areas on which I would like to ask some questions. The first is
tax havens and blacklists, and the second is tax justice. You said earlier that the blacklist
which should be compiled by the end of this year is one of the priorities – for the Commission
as well – and that you feel confident that ECOFIN will approve such a list, also by the end of
the year. I think this is something we all want to see.

But I feel there are still some inconsistencies regarding the definition of the criteria for
compiling the lists. There are the OECD criteria and those of the Commission: level of the tax
rate, transparency and international exchange – cooperation with the international community.
And then there is the FATF list, a (more or less) 25-point catalogue which is being used to
tackle the issues in question. This also struck me during last week’s ECON Committee debate
on the anti-money-laundering directive, where there was a discussion about whether Guyana
should be included and why Panama was not being included.

So my question to you is: are there specific criteria for assessing the candidates or countries
which may be included in a blacklist? And: can you endorse the view of the CBCR rapporteur
(or is this something you are discussing) that all territories must be considered? And in terms
of what was discussed in the Committee: can there be such a thing as a reversal of the burden
of proof? Does Panama have to prove that it is complying with the rules?

And secondly: tax justice. There is a report by the Maltese Presidency on tax justice, which
was submitted to ECOFIN on 7/8 April and, broadly speaking, says that we need to have a
balance between all the legislative amendments concerning taxation being introduced because
of the measures to combat tax avoidance and of legal and fiscal security. This is a big problem
for companies, and the number of amendments, according to the Maltese Presidency, will in
future be reduced in order to improve the balance. My question is this: What is your view of
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this working paper from the Maltese Presidency? Might it be counter-productive in some
points, as you said, as regards the CCCTB? How can a balance be achieved with this?

1-031-0000

Chair. – We do not yet have the document, but we might get it and then we will make it
available.

1-032-0000

Pierre Moscovici, Member of the Commission. – Five groups of experts are currently
working on this list, so about 30 people to consider 92 jurisdictions, and as far as we can tell –
and that is why I said I was cautiously optimistic – the work is progressing satisfactorily and
the criteria are clear. There are three types of criteria: those related to base erosion and profit
shifting (BEPS), those related to transparency and those related to harmful tax practices. The
Ecofin Council reached a compromise on this which we consider acceptable and which, as
you know, provides for gradually tightening the criteria over time.

On money laundering, I think that Commissioner Jourová is better placed than I am to talk
about the details of the directive, for which hers are the departments responsible. I can tell
you, however, that the Commission as a whole is well aware of the concerns and questions
that Parliament has raised, including the concern as to whether the right countries are covered.
I understand that, and we are trying to find the best way forward to eliminate the inequality
you are concerned about.

Turning to the third question – which came up at the informal Ecofin Council in Malta and
about which I spoke again with Angel Gurría, whom I also saw in Washington – there can be
no justice in tax matters in the absence of a competitive, stable framework, and legal stability
in tax matters is a sound principle. Legal instability and fiscal instability are damaging both to
the business climate and in terms of fair taxation, of that I am sure. However, there is no
contradiction between legal stability and the pursuit of transparency. I said as much, with
some force, to the Maltese Presidency and I will say it again here: our battle for tax
transparency must go hand in hand with action to promote stability. As I see it, that is
ultimately what the CCCTB is all about: it is a project for reform that concerned with
restructuring and with providing a new structure ensuring stability for many years ahead
while, at the same time, facilitating efforts to combat tax fraud and tax evasion. So let us not
construct a false opposition here: stability cannot be used as a pretext to stop the fight against
tax evasion. I know you were saying something different, but that is the answer I gave to our
Maltese friends.

1-033-0000

Luděk Niedermayer (PPE). – Thank you very much, and thank you for being here. For the
sake of time I will just limit myself to one question, but before that let me stress that we can
be very proud of the progress we are achieving in the area of tax issues. It was visible
especially during our trip to the US with the PANA delegation when we could compare the
progress in this area here and in the US. Now concerning the FATCA. There were two
previous questions on that. I know that the legal situation is very complicated because
FATCA was negotiated at the Member State level, but I would kindly ask you to try to get a
mandate from the Member State and start to really negotiate the reciprocity that will deliver a
clear result.

My question is quite simple: this is on the edge between your agenda and the portfolio of Ms
Jourová with regard to beneficial ownership. I guess we are progressing here also, but
especially during our debates here in Parliament there was the issue of the threshold of the
ownership of shares, and Parliament expressed the view that currently-used thresholds of 20-
25% are too high, and we should go lower. So what is your view of that? Thank you very
much.
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1-034-0000

Pierre Moscovici, Member of the Commission. – Thank you, Mr Niedermayer, for your
appreciation of the work that has already been done. I think that this is obviously due to our
good cooperation.

On FATCA, I consider that Directive DAC2, which implements the end of banking secrecy, is
the strongest tool that we have to ensure a higher degree of transparency on financial
information. As I have just explained, this legislation already exists in the Union and also
globally. The Commission will make a report, between now and 2019, on the functioning of
this system. It is in that context that we will be capable of evaluating whether some additional
measures are necessary, such as the reinforcement of penalties in the case of the non-respect
of those obligations by the actors concerned.

At the moment I do not think it is realistic to talk about a mandate with the US. This issue will
find its solution in the framework of the agreements which exist with Member States, but we
are of course attached to reciprocity.

On beneficial ownership, as you know access to beneficial ownership information is
necessary to effectively fight against tax fraud and tax evasion. The Commission proposal to
amend the Anti-Money Laundering Directive in my view clarifies that tax authorities shall
have access to the beneficial ownership information in the national centre registers and that
such registers shall be interconnected within the EU, which means, implicitly, yes. But, from
recent discussions, it seems that because access by tax administrations to the interconnection
of registers is not explicitly spelled out for all purposes beyond tax crimes, some Member
States may interpret it as not being required in those cases. If such a narrow interpretation is
made, it might be better to provide for systematic cross-border access to beneficial ownership
information in the DAC cooperation decision, rather than via the Anti-Money Laundering
Directive. It would then be possible also to specify such crucial elements to the correct
identification of the natural person behind any entity or arrangement as a tax residence: the
tax identification numbers would also be kept in the anti-money laundering register.

However, in order to build on the existing framework, we will wait until the Council and the
Parliament have completed their negotiations before reviewing the possible need for further
proposals.

1-035-0000

Chair. – Looking at the clock, we had agreed on 10:30. If you have a few minutes more – our
coordinators’ meeting will be next – we could deal with all the questions. Emmanuel Maurel
now has the floor.

1-036-0000

Emmanuel Maurel (S&D). – Thank you for being here, Commissioner, and for the work you
are doing to promote fair taxation. I want to pick up on two of the earlier questions, on which
I would like some more information.

With regard to public country-by-country reporting, the situation has surely changed to some
extent. I recall our discussions about this and about the Commission’s final proposal
stipulating that the only tax bases concerned would be in the EU countries and in the tax
havens on the EU list. Parliament, on the other hand, had argued hard for public reporting for
all tax jurisdictions because we felt there was a risk that the aggregate data for the rest of the
world would be somewhat opaque, but this compromise position was reached.

The problem is that, although you say you are ‘cautiously optimistic’ about the list of tax
havens, I am rather less optimistic – and I speak for myself here, not for my Group – because,
as we well know, there is a temptation for the Council to unravel and pick away at the list of
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tax havens. The criterion of a 0% tax rate, for example, is no longer considered enough to get
you listed as a tax haven. You may see it differently but it is my impression that, while the
Commission, like Parliament, had a high level of ambition on this matter, the Council is bent
on unravelling, to some extent, what is in place. So my question is: would you take a lead
from us and revise your proposal on country-by-country reporting so that all tax bases are
covered, rather than just what was included initially?

I have another question: there has been a lot of talk about fair taxation – and I know you have
worked hard on the subject – but the real problem is the widening gap between the amount of
tax that companies are legally required to pay and the amount they actually pay. This is
something that has been raised frequently in the PANA Committee and also in the working
groups. I want to come back to a proposal to which I, and the Social Democrats, attach
considerable importance: in the same way that the Commission proposed a ‘switchover’
clause in the Anti-Tax-Avoidance Directive – a clause which, if I remember rightly, reflected
concerns about an effective minimum level of taxation – could we not, in the discussions
about the CCCTB, revisit the prospect of a minimum corporate tax rate? I ask this because I
think we all agree that, if we are talking about far taxation, we cannot accept that
multinationals in Europe should continue to pay tax at rates of 1% or less. People in the
countries concerned are legitimately indignant about this and so, I believe, are MEPS.

1-037-0000

Chair. – Regarding the first question, I have just been told that Great Britain is still pushing
for exemptions for its territories, before and after the Brexit notification. That will be a
difficult undertaking.

1-038-0000

Pierre Moscovici, Member of the Commission. – The UK is continuing to play a fairly
positive and proactive role in combating tax fraud and tax evasion – I am often in contact with
Phil Hammond – and I think we need to be quite clear about what a tax haven is. A tax haven
is a country that does not observe the global standards. A country with a competitive tax
system is something else, and we already have a few of those in the EU. However, we will
have an opportunity to discuss these points and I will be at pains in those discussions,
including when it comes to the negotiation stage, to ensure that we proceed in the right
direction.

Mr Maurel, you asked several questions. The first was about the list. When I describe myself
as ‘cautiously optimistic’ I mean it, and I would like to clarify the matter of the zero rate. You
are right that having a zero rate is not enough to put a country on the list but what we have to
consider is whether or not the countries in question are engaged in what we call ‘harmful
offshoring’. This work is ongoing and the jurisdictions in question are being screened.
Another thing to be taken into consideration, over time, is the rate of progress on tackling tax
fraud and tax evasion So yes, any compromise has its limitations but we accepted this one
because I believe it means we can have a proper, credible and sound listing process.

With regard to public country-by-country reporting (CBCR), my position is quite clear: since
the outset, since the day I took up my duties at the Commission, I have – as I have told Ms
Joly several times – been in favour of transparent CBCR and I have fought my corner on that
within the Commission. Here in Parliament, some Members have criticised the compromise
while others think it went too far. I believe it is of the utmost importance to make progress
here. Obviously, Parliament needs to exert pressure.  We cannot give up the fight on this one
because – and I say this quite openly – in certain quarters, there are major reservations about
it.

Lastly, on the question of effective taxation – and we have to recognise this when we are
talking about the CCCTB – there is absolutely no political appetite for including in any EU
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directive the concept of a minimum tax rate. Indeed, there is very clear reluctance on the part
of several Member States, and a fair number are really opposed to the idea.  Trying to push
for a minimum rate would, I think, have a counter-productive effect on our efforts to reach a
compromise on the proposals already on the table. My clear preference is for an approach
involving, on the one hand, a proposal for ‘effective’ tax rates, which would imply no paltry
or zero rates, and, on the other hand, the type of action that the Commission is taking against
certain tax arrangements which are deemed to constitute state aid: so, in effect, derisory rates
cannot be regarded as normal rates.

1-039-0000

Chair. Now we come to Nuno Melo for the EPP Group. Now we have Raymond Finch (who
came later) and two catch-the-eyes. I would like to close the list now, Commissioner, if you
agree.

There are just two. I wanted to close the list now.

1-040-0000

Nuno Melo (PPE). – Mr Commissioner, I will be brief. Firstly, I would like to know your
view on the importance, the legality and transparency of the various financial centres in the
EU, or under European supervision: Gibraltar, Cyprus, Luxembourg, or Portuguese or French
territories, etc. How are they dealt with? How important are they, and how legal and how
transparent are their actions?

Secondly, we in Portugal have the Madeira International Business Centre, which is important
for the investment it attracts and the wealth it creates. Portugal has a very high rate of debt –
132% of its gross domestic product – and this week the Socialist Party, which is in the
government together with the hard-left, Left Bloc, made a proposal to address the country’s
debt problem: pooling European 31% of Portugal’s debt, which should be paid for the
European partners and extending the average maturity period – the deadline for payment of
the debt – from 15 to 60 years. Since I believe that this is very important in my country and
beyond I would like the Commissioner’s view on this, if possible.
1-041-0000

Pierre Moscovici, Member of the Commission. – As for transparency, I believe it is of the
utmost importance to pursue it: we have already made significant progress and we are
working to see it embedded at every level: transparency of financial information, transparency
on tax rulings, transparency through CBCR, an obligation on the Member States proactively
to supply information on any pertinent matter, and peer review of code-of-conduct registers.
And on that point, let me reiterate how very much I would like to see smoother access to
documents for all the partners involved in our fight against tax fraud and tax evasion.

Since I have been in this post – and I did not expect to find myself in it – I have been talking
about a transparency revolution and I believe that revolution is unstoppable. If certain public
decision-making bodies – be it the Commission, Parliament or the Member States – try to act
as brakes on that revolution they will be fighting a losing battle.

In the society we live in, new technologies and new ways of sharing information mean that
transparency is established either up front – and that is called setting an example – or after the
event – and that is called a scandal. For my money, setting an example always beats a scandal.
This committee and the Commission can work together on setting an example.

With regard to Portugal, I am not about to interfere in a matter which I regard as somewhat
separate from the question of tax transparency; and still less am I about to interfere in
Portuguese politics, although I know something of them and occasionally find myself exposed
to them. However, we are currently working with the Portuguese Government. The
Portuguese Parliament must, I think, monitor all of this very closely to ensure that the deficit
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reduction process continues and, at the end of the day, my hope is that Portugal will soon be
able to exit the excessive deficit procedure. That, I believe, will mark a new phase in its
commitment to Europe which, whatever happens, must continue.

The debt-related matters are trickier. Debate about these matters is somewhat uncomfortable,
and I see that too in other countries I am dealing with.

1-042-0000

Chair. – We will need to have the debate on debt another time, yes. So, now it is the turn of
Raymond Finch, who is last on the main list, and then there will be three catch-the-eyes. One
minute for each catch-the-eye, then we will finish. Commissioner, many thanks for your
willingness to stay longer.

1-043-0000

Raymond Finch (EFDD). – Thank you, Chair, Commissioner. You will be aware that this
House, as well as the Commissioner, are passionately opposed to business and commerce,
which is one of the reasons for the EU’s failing position in the world. And throughout the
mandate of this committee there have been voices that the EU should enact a version of
FATCA. What’s your view on this potentially becoming EU law, and does the Commission
intend to implement such a law or can you rule it out? We’re all aware that many financial
institutions just refuse to deal with American customers because of FATCA, and do you agree
that EU and British companies as well as EU citizens would be better off without it?

1-044-0000

Chair. – This is a difficult question.

1-045-0000

Pierre Moscovici, Member of the Commission. – I am not quite clear what you mean when
you say that the Commission is opposed to business: it is certainly not my impression that
either the Commission or Parliament is opposed to business. Possibly something has been lost
in translation.

If what we are concerned with here is reminding everyone to behave themselves as honest
taxpayers, because it should not be the case that some of us have to fork out to do our bit for
deficit reduction while others are able to side-step their obligations with the help of a small
army of legal and financial advisors and recourse to certain over-generous schemes – then,
yes, we are in the process of laying down certain rules that will apply to business.

However, there is absolutely no need to see a conflict between economic efficiency and
transparency, or between investment and transparency. What we need in the EU are
companies that function properly and we need to retain our highly competitive, strong
economies. For that reason, the measures we are implementing are also pro-business
measures. The best example is probably the CCCTB: it is a tool that will help to reduce the
burden on businesses, will make life easier for businesses and will also assist in combating tax
fraud and tax evasion. I would therefore, sincerely, invite you once again – and this is a
political message I want to get across – to support the Commission in striving to convince the
Member States to move towards a corporate tax base that is common and consolidated – the
three Cs! Even if it has to be a two-stage process, even if we agree to do it in two phases, I
believe it is a project that needs to be implemented in full.

Turning to the Foreign Account Tax Compliance Act (FATCA): as I have said, I regard the
Directive on Administrative Cooperation (DAC 2), which will put an end to banking secrecy,
as the right tool for ensuring maximum transparency in respect of financial institutions. There
is an extra-territorial dimension to the US legislation, our Member States have agreed to apply
it, indeed almost all of them have bilateral agreements with the USA, and I believe that is the
right way to proceed.
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1-046-0000

Ana Gomes (S&D). – Coming back to Portugal, Commissioner Moscovici, the troika, of
which the Commission was part, has been concerned by the news that, in 2011 and 2014,
almost EUR 22 billion – i.e. approximately a quarter of the money borrowed for the
adjustment programme – was placed, Panama Papers style, in tax havens where there are no
tax or anti-money-laundering controls. Parliament is worried and intends to investigate, but is
the Commission also worried and is it demanding more information?

Thank you for what you told us about the VAT problem. We need to know more about that.
Can you tell me whether the free ports in Geneva, Singapore and also Luxembourg are a
source of concern to you inasmuch as they could be centres for money laundering and tax
evasion?

1-047-0000

Bernd Lucke (ECR). – Commissioner, many thanks for your good-natured concession that I
made an important point. I hope we will have such an understanding in the future when I
make other important points, in particular regarding the EU’s legal foundations in Article 125.
I would like to ask once again (as you did not answer my question): why are the Member
States making so few resources available to pursue suspicious cases? You have been the
French Finance Minister. In France they pursue 1% of suspicious cases: 400 out of 40 000.
The Member States may, of course, say: it isn’t worth it – there is insufficient return from the
extra burden involved in pursuing suspicious cases. My question is: would the Commission
ask the Member States, for us in this Committee, if this is indeed the case? There must be
some kind of monitoring of success – how many more tax revenues can be targeted by
pursuing these kinds of suspicious cases – suspicious cases in the area of tax crime. It would
be good if all the Member States could be asked about this, then we would know how much of
an extra administrative burden is involved and what the return is. This would be very helpful
for the work of this Committee.

1-048-0000

Louis Michel (ALDE). – Commissioner, I should like to begin by congratulating you. As
someone who has served in previous Commissions, I can tell you that this is the first time we
have had such a strong sense of a Commissioner so absolutely determined and committed. So
well done!

I have two very straightforward questions. The first is this: can you give us any idea of the
breakdown between lawful and unlawful tax schemes? This is, of course, a basic question
because there are examples of schemes, many of which are immoral, that are defended by
those involved on the grounds that they qualify as lawful.

My second question is: could you, while you are at it, propose common definitions of tax
fraud, tax optimisation and aggressive tax-planning schemes? The terms are often used to
describe identical concepts but they are clearly fundamental in the warped interpretation of
certain legislation.

1-049-0000

Pierre Moscovici, Member of the Commission. – I will reply first to Ana Gomes whose
question, I realise, was not just about Portugal – far from it – although that is where she
comes from. I certainly do share these concerns. This committee and the Commission are on
the same wavelength here.

Free ports represent specific customs arrangements, which are monitored by the customs
authorities, and that is part of my remit too: I am the Commissioner with responsibility for the
Customs Union. We need to ensure that the monitoring is effective, and we are looking very
closely at these free ports.
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On Mr Lucke’s question, I thought I had answered it but I can say something more. As part of
the reporting provisions for the Directive on Administrative Cooperation, we are going to ask
all the Member States to supply statistical and qualitative information on the impact of
information exchange. That information will then become publicly available. You cited some
estimates which I would consider pessimistic. In a sense, I would like to think they were
optimistic because if that were so it would mean the Member States would need to invest even
more heavily in this because they stood to gain a very great deal.

Lastly, to reply to Louis Michel – whom I am very happy to see here and for whose words of
encouragement I am grateful – we do not, at this stage, have any estimate of the breakdown
between lawful and unlawful arrangements. It is something we are starting to work on. I hope
that when we are ready to bring forward our proposals on financial intermediaries we will
have some findings available or at least some information to share with you.

As for common definitions of ‘tax fraud’, ‘tax optimisation’ and ‘aggressive tax planning’, I
think there are no very precise definitions although the differences between the concepts are
evident. Engaging in tax fraud simply means failing to pay your dues, failing to act in
accordance with the law, so it is a violation of existing legislation. Aggressive tax planning
and tax optimisation, which in some respects might seem synonymous, are terms for the use
of existing arrangements to minimise the taxation of companies – mostly though not
exclusively multinationals – and to enable them to pay too little tax. So combating tax fraud
and tax evasion, as well as the whole matter of profit shifting (which is where BEPS comes
in), and tackling aggressive tax planning are part and parcel of the same thing. I think we will
have an opportunity for further exchanges on this. You asked a very specific question and I do
not want to give you a one-minute, off-the-cuff answer. What I have said is a short answer but
there will, of course, be an opportunity to provide you with further information on all these
matters.

1-050-0000

Chair. – Commissioner, I would like to thank you on behalf of the Committee for your
willingness to stay for an extra 16 minutes. We feel that we have, in you, a committed fellow
campaigner against tax evasion, for tax justice and against money laundering. This is a very
positive sign. I would stress the remarks made by a number of colleagues.

At the beginning you said something about access to documents – we will return to this in our
coordinators’ meeting which will start shortly. Above all you expressed your willingness to
appear again before the Committee once you have presented your proposal on intermediaries.
Many thanks, and we wish you all the best for your work.

I call this meeting closed. We will have a five-minute break before continuing with the
coordinators’ meeting in camera. Would everyone who is not permitted to stay please leave
the room in the meantime. Once again, many thanks.

(The meeting closed at 10:50.)


