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(The meeting opened at 15:00)

Chair. – Welcome to the EPP meeting room.

We have an interesting agenda today, in three parts: First the hearing of Jean-Claude Juncker,
President of the Commission, whom I welcome here today. Then a shorter hearing of the
Portuguese State Secretary for Finance, followed by a meeting of the Coordinators. I should
like to express my sincere thanks to the Commission President for accepting our invitation
straight away and being prepared to enter into a dialogue today with members of our committee
of inquiry and answer their questions. We have spoken twice with Mr Moscovici and once with
Ms Jourová on the current legislation. In addition the inquiry committee has held four fact-
finding missions to the UK, Malta, Luxembourg and the USA. There are plans for three further
visits to Portugal, Cyprus and Switzerland. We have noted some less than satisfactory
cooperation scenarios.  Mr President, I should like to mention three things briefly: Firstly,
access to documents. We have observed that the Council is refusing access, particularly to the
‘Code of Conduct’ Group, where we are being told that this is an inter-governmental instrument
and therefore Parliament has no right of access. Secondly, I am most unhappy about the Maltese
Presidency’s unwillingness to cooperate. On the basis of a Council decision they said they were
not prepared to come to us. We will talk about that later. Thirdly, there has been a widespread
refusal, particularly on the part of lawyers, bankers and formerly politically exposed persons
(PEPs), to attend the committee - this has to do with our rights. You have responded differently,
and I thank you again very much for this. We have forwarded to you ten points concerning
current legislation, but also related to Luxembourg’s earlier conduct, procedure and negotiation
strategies.

Luxembourg is currently - as we have seen for ourselves - the world’s second-largest funds
centre, the largest banking centre in the Eurozone and the sixth-largest banking centre in the
world. And as a neighbour from the German region of Rhineland-Palatinate, I often admired
the pace and consistency with which  Luxembourg developed this strategy when you were in
charge there. It is not our aim today - and I would like to say this at the outset, as one of
Parliament’s political groups has also issued a publication today - to accuse anyone, and the
study published today does not seem from the summary I read this morning to contain anything
new. Myself I have been a member of the Committee on Economic and Monetary Affairs
(ECON) for 23 years, and we know that it took 15 years for the Interest Directive to appear in
its current form, and that was not just because of Luxembourg, it was Belgium, the Netherlands,
Austria, the Channel Islands (represented by the UK) and of course Luxembourg too. I want to
say that clearly so as to avoid giving a false impression.

We are not concerned today to accuse anyone. The committee of inquiry wants to find out about
methods, the conduct of negotiations, and also indications about where amendments to laws or
even the Treaties may be needed. President Juncker, this is why we have arranged this meeting
so that you have ten minutes to give an introduction and then, beginning with our two co-
rapporteurs, questions will be put to you in five-minute slots. That is a maximum of five minutes
for question and answer.
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I would now ask the photographers to move so that the Members can see Mr Juncker when he
is speaking. Jean-Claude, you have the floor.

1-004-0000

Jean-Claude Juncker, President of the Commission. – Mr Chair, I’m afraid I can’t switch to
my mother tongue as very few people in the room would be able to understand me. So I will
use the language of Voltaire for my introduction — Which does not mean that I am not
prepared to speak English.

Honourable Members, I am here because we have a shared aim and a shared determination to
tackle an extremely important issue, and one which is not just ‘our’ issue. Fair taxation is
essential in its own right and has never been more essential than it is today.

The Panama Papers revealed just how dysfunctional the current tax system is and uncovered
the tax-evasion practices of certain companies both within the EU and at the wider international
level.

Public confidence has been seriously undermined and people are right to denounce and protest
about corporate tax regimes which were, and still are, semi-opaque, unfair and inadequate.
Multinational companies are taking advantage of the system, manipulating tax discrepancies
and shortcomings in coordination between EU countries and non-EU countries in order to
reduce their tax liability. According to Parliament’s own estimates, tax fraud is depriving
Member State governments of EUR 70 billion in revenue every year, which means
EUR 70 billion less to invest in infrastructure, social protection and public services.

The front-line victims of abusive tax optimisation are small and medium-sized enterprises. They
bear a tax burden up to 30% higher than that of multinationals. It is a situation we can no longer
tolerate. The proliferation of national tax rules benefits a few, harms many more and violates
the principle of fair competition in the single market.

For that reason we are on the same side in this fight: to put an end to unfair, aggressive tax
practices and to make taxation more transparent, fairer and more efficient. To achieve that, we
are agreed that speed is of the essence. I promised during the 2014 European election campaign
to tackle these issues without delay. Parliament also voiced its will to act and the Commission,
under my presidency, took up the banner right at the start of its term of office – you will
remember the presentation I made on the subject on 15 July 2014.

As I said when I addressed this House on 12 November 2014, and as I repeated to the Special
Committee on Tax Rulings (TAXE) in July 2015: no one should underestimate the
Commission’s determination to combat tax evasion.

Today, the facts speak for themselves, and I would take this opportunity to congratulate Pierre
Moscovici and Margrethe Vestager on the remarkable work they have done. In the space of two
years we have overseen the adoption of ambitious reforms in application of the simple,
common-sense principle that companies should pay tax where they make profits. That was one
of my campaign promises and I intend to keep it.

The principle underpins the investigations the Commission opened into the tax practices of Fiat
in Luxembourg, Starbucks in the Netherlands and 35 other multinationals in Belgium, as well
as our decision in the Apple case, which will enable the recovery of up to EUR 13 billion in
undue tax benefits. It also informs other, ongoing investigations: for example, into Amazon and
Engie (formerly GDF-Suez), a company very familiar to the authorities in France. Because we
want to ensure that this principle is better observed in future and we want Member States to
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have the information they need in order to make taxation fair, we have embarked on nothing
short of a revolution – to bring down the shadow economy and establish tax transparency.

We have a full agenda and we are making swift progress on it, but there has been resistance to
overcome. We have managed to convince the Member States to remove a number of stumbling
blocks and take practical action towards our common goal of fair and efficient taxation. Who
would have thought it possible, two years ago, that we would manage, in the space of less than
seven months, to reach agreement on the automatic exchange of information on tax rulings?
The new rules came into force on 1 January 2017 and the first exchanges of information will
take place this summer. The agreement was reached in October 2015 – under the Luxembourg
Council Presidency, I might add!

Over the past year we have made further strides. We have put an end to banking secrecy through
a series of bilateral agreements on tax transparency concluded between the 28 EU Member
States and, respectively, Monaco, Switzerland, Liechtenstein, Andorra and San Marino.
Drawing on the OECD’s Base Erosion and Profit Shifting project (BEPS), we have proposed
an ‘anti-fraud shield’ to tackle the strategies most commonly used by companies to escape
taxation. But we have gone even further than the OECD because our rules are now binding.

We have also moved quickly and accomplished much with regard to the tax data that
multinationals operating in the EU will now have to provide, country by country, to the
respective tax authorities. We have proposed that the data in question be published so that any
member of the public wishing to know how much tax the big multinationals are paying in his
or her country can access that information. This constitutes an advance on the tax transparency
front which is without precedent internationally.

And we want to go further: what we are doing is just a start. The really comprehensive solution
to the problem of profit shifting within the Union is the Common Consolidated Corporate Tax
Base (CCCTB), which will enable us to eliminate disparities between national systems while
respecting each nation’s sovereign right to set its own rates for corporate taxation. That is why,
following up on the promise I made and after consultation with the national parliaments,
Member States and companies, we relaunched an amended version of the 2011 proposal,
simplifying the system and making compliance less costly for companies with cross-border
activities.

This new-look CCCTB will be negotiated in two stages: the first will focus solely on the
common tax base and, once that is in place, the second will introduce consolidation. The two-
stage approach will mean that companies and the Member States will soon be able to realise
the major advantages of the CCCTB, before feeling its full benefit once consolidation is in
place.

In addition, a few weeks from now – and this is our direct response to the Panama Papers
scandal – we will table a proposal for more effective action against all those, including law
firms, advisors and wealth managers, who facilitate tax fraud, tax evasion and money
laundering. This coming autumn we will also update the current VAT rules, thus strengthening
our armoury against cross-border VAT fraud.

Moreover, because tax avoidance is a global phenomenon, we are drawing up an EU list of tax
havens worldwide. By the end of this year we will present a common list which will help us to
ensure that countries which have resisted any form of dialogue, or participation in existing
arrangements, will start to apply sound fiscal-governance principles.

That concludes my introductory remarks. I am asking Parliament to do what it can to support
the Commission’s efforts on all these fronts. Our task has undoubtedly been facilitated by the
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scandals that have come to light, but we should realise that the pressure for action is unlikely to
be sustained indefinitely – which means we need to move fast and decisively.

1-006-0000

Chair. Thank you, Mr Juncker. You have told us about the current state of consultations and
the Commission’s proposals. As you say, owing to the various scandals and thanks to
disclosures by journalists, whistleblowers and others, light has been shed on a difficult area -
we are extraordinarily grateful for that - and we believe that the positive pressure which has
consequently been applied has improved and speeded up the actions of those politically
responsible. To that extent I believe that our aim is not so much to uncover the errors of the past
15 or 20 years later, but to look to the future and to learn from you too what should be avoided
in future.

Our traditional format is that the two co-rapporteurs now have the floor, in five-minute slots,
Jeppe Kofod first.

1-007-0000

Jeppe Kofod (S&D). – President Juncker, it is a great pleasure to have you here before our
Committee. Let me get straight to my first question. You alluded to it.

I think that one of the biggest failures of Member States is the failure to reform the Code of
Conduct Group (Business Taxation), which was set up almost 20 years ago. As a former
Finance Minister and Prime Minister of Luxembourg, you have had first-hand experience with
the work of the Code of Conduct Group. The purpose of the Group was, of course, to abolish
existing tax measures that constitute harmful tax competition, but it has failed miserably.
Instead it has been a roadblock for justice, transparency and change.

I would like to know what you will do in your current position, as President of the Commission,
to reform the Group. Would you take an initiative, for example to evaluate the work of the
Group for the past 20 years – you can do that, as the Commission – that will lead to transparency
in the Group’s work and also hopefully get rid of the unanimity principle?

Secondly – you alluded to this, Mr Juncker – regarding the issue of whistle-blowers and the
leaks – not only the Panama Papers, but also LuxLeaks, Swiss Leaks and all of the other leaks
– what will the Commission do to protect the whistle-blowers behind these leaks much better?
Because as we have seen in Luxembourg – I have to say that this is a tragedy – the
whistle-blowers who revealed the illegal practices of the Luxembourg Government and
multinational corporations were put on trial. This is a scandal and therefore I want to see what
the Commission will do to have a better framework for protecting whistle-blowers, journalists
and others who reveal these illegal practices. They should be celebrated, not punished. So what
will you do in that respect?

1-008-0000

Jean-Claude Juncker, President of the Commission. – I have to say that I have no direct
experience when it comes to the Code of Conduct Group. This Code of Conduct Group was
installed in 1997 on my proposal, as Chair of Ecofin, together with a broader decision on the
Savings Directive.

It has often been said that this Group has not led to any results. That is not entirely correct
because 421 tax systems have been screened and 111 tax systems have been revoked or
prohibited for the future, including several tax regimes in Luxembourg.

I think that this Group needs to be updated as far as its mandate and its governance are
concerned. The Commission is in contact with Member States in order to achieve exactly that
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because I do not think that we can be entirely satisfied with the way the Group is functioning
or the results it is producing, and we cannot be very satisfied with the degree of transparency
which characterises this Group.

As far as whistle-blowers are concerned, the Commission is working on a proposal on how to
better protect them. This will be done in the course of the next months.

So I needed less than three minutes, thanks to the precise questions.

1-009-0000

Chair. – Thank you. We invited the Chair of the Code of Conduct Group. She declined the
invitation on the grounds that the Code of Conduct Group is an inter-governmental instrument
and that we therefore have no right to call it to a hearing.

1-010-0000

Jean-Claude Juncker, President of the Commission . – Who is now Chair of the Group?

1-011-0000

Chair. – Fabrizia Lapecorella from Italy.

OK, fine. We will make inquiries. The next speaker, following Jeppe Kofod, is Petr Ježek.
1-012-0000

Petr Ježek (ALDE). – Welcome, President Juncker. In your introductory remarks, you
mentioned the Commission’s current or future initiatives to improve the legal framework, but
the other side of the coin lies in its implementation. In my view, one of the main preliminary
findings of this committee is – or may be – that the Commission’s supervisory role in the
implementation of the EU law was somehow insufficient or neglected. I mean, of course, the
law against money laundering, tax avoidance and tax evasion.

The Panama Papers revealed a scandal on a large scale and, at the same time, we had not seen
much Commission interaction with the Member States when implementing the EU law. It also
seems that the Commission has not built sufficient capacity to deal with the task. One example
is the list of high-risk countries from the point of view of money laundering. The Commission
is not able to do this itself and relies on other institutions. I deem this to be quite serious and as,
President, you are obviously not a frequent visitor to this committee, this is probably the last
chance for you, as the President, to try to dispel these serious doubts about the supervisory role
of the Commission.

1-013-0000

Jean-Claude Juncker, President of the Commission. – Mr Chair, I think our colleague is right.
It is not only about legislation, it is also about implementation. The legislation is from time to
time stronger than the implementation, but it was not the case that the Commission was not
doing something because we have introduced, with regard to the Directive on Administrative
Cooperation, 39 infringement cases, so you cannot say that we were silent and passive.

We did our job in that respect and we intend to provide a stronger surveillance of the
implementation of all the directives which have been adopted since we came to office, and of
all the directives which will hopefully be adopted before the end of your mandate and before
the end of our mandate. Implementation is of the essence.

1-014-0000

Chair. – The second point was the blacklist, and the fact that the Member States had a problem
with it.

1-015-0000

Jean-Claude Juncker, President of the Commission. – I am not here to criticise the Member
States although I am used to it and they are used to it. We are working on a second version of
a blacklist. We are in contact with Member States, and our intention is to publish before the end
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of this year a new blacklist as far as tax jurisdictions outside the EU are concerned which are
not in line with international standards.

1-016-0000

Dariusz Rosati (PPE). – Thank you, Commission President Juncker, for being with us today
and thank you for your words of introduction. I have two quick questions. First of all, I would
like to commend the Commission for the effort made over the last year, or year and a half, in
introducing new pieces of legislation on this very important topic of fighting tax evasion and
tax avoidance, but I also have some doubts about implementation and I would like to follow up
on the point raised earlier.

We have seen in the Panama Papers that there are some EU Member States that appear in those
papers more frequently than others. What is your opinion on the reasons for that? Is this the
result of non-transposing or non-implementing of EU laws, or is this rather a question of some
loopholes existing in their national legislation that explain the fact that Luxembourg or the
Netherlands appear more often than other countries? What is your opinion on that and what
does the Commission intend to do in order to reduce or eliminate those loopholes?

The second question is: when did the Commission start investigations into the Panama Papers,
and have you produced internally, or outside, a report or an analysis on the Panama Papers? If
you have, then would it be possible to share this documentation with this committee?

1-017-0000

Jean-Claude Juncker, President of the Commission. – Had we undertaken an in-depth analysis
as regards the Panama Papers you would already have had it because nothing we put on paper
in the Commission is not leaked ...

(Laughter)

This was being discussed by the Commissioners – I am not directly in charge of this issue, the
Commissioners are – and we are prepared to send you, in writing, precise responses to all the
questions we have been sent by the members of this committee. You had a meeting with
Commissioner Moscovici and you will have another one. So you will be given all the answers
to all the questions you have put to us.

As far as the first part of your question is concerned, we treat Member States on an equal footing
and on an equal basis, so we are launching infringement procedures wherever infringement
procedures are requested. Why, according to what you are saying, are some Member States
appearing in the different papers more often than others? You have to bear in mind that this
mentioning of different Member States is related to the past. We were living in a totally different
world from the one we are in now, and this is the reason why we have this situation. This
concerns not only the countries that you mentioned – the group is, by far, broader than what
you were saying.

What we have done in the first month – and I will come back to this later on – is to introduce
12 pieces of legislation, and another one will be introduced in the coming weeks – but I will
have the opportunity to come back to this –because we want to close these loopholes. This is
exactly the aim and the purpose of the proposals we are submitting to Parliament and to the
Council.

1-018-0000

Peter Simon (S&D). – President Juncker, I would like to refer to your last point, and what you
said in your introduction detailing the things the Commission has actually done in recent years.
I can remember many meetings in Germany where I reported on this and people initially reacted
with disbelief, because - and the debate will come round to this soon enough anyway, so we
may as well mention it now - your name is associated throughout Europe with a system about
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which people say: there’s a country that thought it could really make a lot of money through
the financial sector and developed a business model for state organised tax dumping. That is
the impression which people have throughout Europe. When I tell my people in my
constituency what the Commission has achieved in recent years, which is a lot more than
Barroso managed to do in the last ten years, people are surprised. Nevertheless, in spite of this
commitment by the Commission, I can see areas where I am surprised that there is not
significantly more commitment.

I would like to mention three areas. The first is a list of money laundering havens. Here in this
committee we have had the opportunity to debate, both with the administration and with the
relevant Commissioner, the list you put to us and which we twice rejected, containing only
countries like North Korea, Afghanistan, or a country I had never heard of - Vanuatu - but did
not mention countries  such as Panama which the whole world knows are money laundering
havens. If the only answer we get is that it would take six people two years to carry out an
evaluation of a country to decide if it should be put on such a list, this seems, to put it mildly,
ridiculous, or else showing a lack of political knowledge and will.

I really expect the Commission to take a tougher approach, to draw up a list containing the
obvious cases - at least Panama and other similar countries - and then we will see what
arguments they make in their defence in a, let us say, reversal of the burden of proof.

The second area concerns tax havens in the EU. I think it is also true to say that here too we
really do have evidence pointing in that direction. Could you see yourself drawing up a list of
tax havens which included EU countries or their overseas dependencies?
And the third question: You correctly noted how splendidly committed Ms Vestager is. Are you
prepared to approach the Member States more clearly and insist that the automatic exchange of
information on tax rulings, which you do need for your investigations - you have to know what
is going on - also takes place with the Commission? Member States have refused to allow this.
As long as the police - the guardian of the Treaties - does not have the witnesses and the
evidence, it cannot investigate. Will you insist on that?

1-019-0000

Jean-Claude Juncker, President of the Commission. – Mr Simon, could you please repeat your
third question?

1-020-0000

Peter Simon (S&D). – Automatic exchange of information on tax rulings has been agreed
between the Member States. If multinational undertakings produce evidence in this connection
that relates to more than one Member State, the other states may examine whether they are
affected, whether there is an unacceptable intervention affecting them. The Member States are
refusing to exchange information with the Commission on these tax rulings. However, it is
absolutely essential for the guardian of the Treaties, which has to implement competition law,
to be in possession of precisely this knowledge in order to take action.

1-021-0000

Jean-Claude Juncker, President of the Commission. – Mr Simon, I will start with your third
question because that is a tough one.

We had suggested when we made the proposal on tax rulings that the Commission would also
have to be informed of existing or pending tax rulings. Some Member States rejected this, which
I do not find satisfactory. And we will not back down on this matter because there has to be a
body in the European Union which has a complete overview and which can also alter, add to or
modify its legislative activity accordingly. I am therefore very much in favour of the
Commission also being notified of these tax rulings. And here we need the full cooperation of
the Member States. We would also need the full cooperation of others who are directly
concerned. People who inform their national tax authorities should also pass this information
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on to the European Commission or the tax authorities should do so. But the Council rejected
both suggestions. I strongly believe that we should make the list of tax havens – which we
submitted and which was returned to sender twice by the European Parliament, not entirely
without reason – more comprehensive, and I have already sought to do so.

I must, however, make one thing clear.

It is that we really do not have the human resources available in the Commission to carry out
this kind of scrutiny. I am not as well equipped in that regard as some of the Parliamentary
Groups, so I do not want to promise you something that I cannot deliver.

What I wanted to say is that in the reallocation of the Commission’s staff resources, we must
look very seriously at how we can make this happen. We are, moreover, also dependent on the
goodwill of the Member States since some Member States have information about tax systems
elsewhere outside Europe which the Commission does not have. And if the Member States pass
this on to us, we will make progress in this matter. We have therefore once again asked the
Member States to inform us of the places which in their view fall within the category of ‘tax
haven’. We will then complete the list we receive accordingly, even if it will not be seen by all
in the same light as by the state submitting it. The same applies to all countries in the world
which are blatantly and visibly guilty of money laundering.

1-024-0000

Bernd Lucke (ECR). – Mr Juncker, in your introductory remarks you said that we have known
since the Panama Papers were leaked to what extent tax avoidance and tax evasion have been
carried out by multinational firms. I must say that this was already widely known. In Germany
it was an open secret that if you wanted to protect your money from the tax authorities you had
to take it to Luxembourg.

My question to you now is: Did you only become aware of these tax evasion practices as a
result of the Panama Papers leaks or did you already know about them before?  Specifically, as
you stress the importance of precise questions: did you know about these problems back in 2003
when the European Savings Tax Directive and automatic information exchange were under
discussion?  And if you did know about them, why did Luxembourg not want to implement
automatic information exchange then?  Why did Luxembourg apply a withholding tax instead
of this information exchange which was already being carried out by other countries?  Why was
it not acceptable for Luxembourg to do what other European states could do?

And a second question on making resources available. It is not just about the Panama leaks but
also about the LuxLeaks in the field of tax rulings, where at European level we have used the
instrument of investigating distortions of competition to pinpoint specific cases.

However, apparently the Commission does not have sufficient resources to investigate
systematically what was disclosed by LuxLeaks, so that the accusation of selectivity will
remain. Why are some questions being investigated by the Commission while others are not?
If, as you say, you are now rethinking the allocation of resources, will this tax ruling complex
be included and will you be able to systematically also look at all other possible cases of
distortion of competition that may be established in the context of the Luxembourg Leaks?

1-025-0000

Jean-Claude Juncker, President of the Commission. – That was a lot of questions in one, but
I must come back to our colleague Mr Simon, since he asked me whether we were considering
also naming tax havens within the EU.  We will not do that, because we take the view that if
the Commission’s proposals are correctly implemented, then it will be a phenomenon of the
past not of the future. So we feel no obligation to do so. Unless, that is, serious transactions
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were to take place, in which case they cannot be dealt with in the form of a list, but the
transactions identified can also be directly named.

It would be a lot to explain in two minutes here all the ins and outs of why Luxembourg opted
for a withholding tax model, as did other states too, rather than opting to put an end to bank
secrecy. But I will remind you that at that time we lived in a different world. And that world
was such that the prevailing opinion, also incidentally amongst experts and academics, was that
the introduction of a relatively high withholding tax was effectively equivalent to eliminating
bank secrecy. A reason why Belgium, Austria and Luxembourg agreed that as from 2005
withholding tax would be levied, which would increase gradually up until 2011 to 35 %, unless
certain conditions were met that would allow Luxembourg, Belgium and Austria to switch
earlier to the system they commended. These conditions were that we had not only to tax
savings across borders within the EU but that ‘third countries’ — Switzerland, Liechtenstein,
San Marino, Andorra etc. — also had to comply with this system, which they have now done,
and that the US was in agreement with a system of automatic information exchange. This
resulted in this dual system being introduced in 2002 whereby both systems coexisted, with the
agreement moreover of the European Parliament. This was not a case of a co-decision procedure
but Parliament was asked for its opinion and the European Parliament’s decision was to agree
with this model of coexistence.

I don’t get involved in the Commission’s competition issues.  When I appointed a
Commissioner for Competition, I told her that I would never speak to her specifically about any
competition case, and I have not yet done so. This was because I knew that the Commission
would also investigate certain Luxembourg operations and it has now done so. I really did not
want to give even the slightest impression that I would ever involve myself in any competition
case, including Luxembourg. This is why Ms Vestager works completely autonomously but
with the final agreement of the whole college of Commissioners and she does this work
brilliantly.

You will have to ask Ms Vestager why certain cases are examined more closely as I do not talk
to her about such matters.

I just referred to redeployment within the Commission. If I am told that DG COMP’s resources
are not adequate, although the work it does is excellent and one person there does the work two
or three would do elsewhere, then this will of course be done.

Going back to your initial question on savings: I did know this. That is precisely why we have
been seeking a European solution since 1997. I was the Chairman of the ECOFIN Council at
which the decision in principle to tax savings throughout Europe was adopted. I never knew
and still do not know how many German people move their money to Luxembourg. I also did
not know how many Luxembourgers deposited their money in Germany, as the tax rule was the
same everywhere: Non-residents’ savings were not taxed in any country if they were non-
residents.

1-026-0000

Michael Theurer (ALDE). – Mr Juncker, to be quite frank, I was disappointed by your
introductory statement. I see it as a missed, wasted opportunity, so I would like once again to
ask you a very clear question.

What interests the people of Europe, and us, is this: the Panama leaks have revealed that  those
involved are close associates of Putin, members of Assad’s family, people who are on the EU’s
list for investigations and sanctions. There is also the issue of money laundering and shell
companies set up to avoid tax. And questions also arise about judicial responsibility and about
political responsibility. According to the Panama papers the country that I imagine you know
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best, i.e. Luxembourg, ranks fourth in terms of intermediaries — over 15 000 are established
there, including Mossack Fonseca.

So my question to you is: who bears political responsibility for what happened then, and how
is this being investigated? If everything was OK, it does not need to be investigated. If
something was amiss, what is the Commission, led by you, doing to look into it?

1-027-0000

Chair. – May I just add something? At our meeting in Luxembourg the Bar Association stated
that leaving aside the banks, the number involved is 2 400, not 15 000.

1-028-0000

Jean-Claude Juncker, President of the Commission. – I am grateful for this information, as I
wasn’t aware of it.

I wanted to say this to my colleague Michael Theurer: I have mentioned before that 12 new
legislative initiatives have been taken, with another one to come in June this year dealing with
the intermediaries you are talking about This is a real problem which has been noticed not only
in Luxembourg, but elsewhere too. Within a short distance of Luxembourg you will find more
intermediaries than in the Grand Duchy itself. We must take action against this and we will do
so with a proposal for a Directive in June, which we would very much like to see enter into
force by 1 January 2019 at the latest. This is a real problem. When these kinds of issues are
involved, one cannot always hide behind the lawyer’s professional duty to maintain
confidentiality. We are working on it and we will get results.

1-029-0000

Michael Theurer (ALDE). – So what do you have to say to people about the political
responsibility?

1-030-0000

Jean-Claude Juncker, President of the Commission. I don’t think we should go looking for
responsibilities in the political sphere, since the political authorities are not aware of these
practices by intermediaries which to my mind amount to manipulation. There are a lot of things
which are beyond the ken of the Luxembourg Prime Minister or Finance Minister and others
who are not in charge of the companies register. And now these various disclosures have shed
more light on the various ways and means employed by intermediaries and that is why we are
talking action against it

1-031-0000

Fabio De Masi (GUE/NGL). – Mr Juncker, the last time we met it wasn’t exactly love at first
sight, and it was overshadowed by a few lapses of memory concerning the Krecké Report,
which described to you the practice of tax rulings in Luxembourg.

That is why I want to concentrate on the future. However, in your capacity as President of the
EU Commission you don’t tend to hold back; you often comment on affairs in EU Member
States. I would therefore like to ask you whether as Commission President you can today call
on not only Luxembourg, but the other EU tax havens to provide us at the Committee with
unredacted documents of the Code of Conduct Group. After all, if it is true what you say that
there are no tax havens in the EU, if all laws are properly implemented, then in theory they have
nothing to hide.

But I would also like to jog your memory again because when it came to the Savings Directive,
Luxembourg, under your authority, also argued strongly for exceptional status, which then
allows someone resident in the EU to use a legal entity to access an account in some offshore
haven, thereby circumventing the Directive. Why did you insist on such an exception at that
time?  Secondly, you told the Committee on Tax Rulings and Other Measures Similar in Nature
or Effect (TAXE) that you had never discussed taxation matters directly. We now know from
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documents of the US Internal Revenue Service that between 9 and 12 September 2003 you met
tax representatives of Amazon — four people, including Bob Comfort, who has since found a
job as honorary consul for Luxembourg in Seattle. I would like to ask you what you discussed
at that meeting: the merits of Luxembourg cuisine or actual tax policy too?

Finally, Madeira’s Secretary of Finance testified to us that in January 2012 the Luxembourg
ambassador was on a shopping trip to Madeira with a list of companies that were threatening to
relocate from Madeira after the increase from the Commission-approved zero tax rate to 5 %
and that he wanted to bring those companies to Luxembourg. Is this something Luxembourg
ambassadors in Portugal do off their own bat or were they acting on instructions from the
Government? After all, ambassadors are as a rule just diplomats.

How did Mr Krecké send you the sheet which you have since forwarded to me (I wasn’t allowed
to go searching in the cellar with you, to my deep regret)? Was it by email? By Learjet? Or in
person? Thank you.

1-032-0000

Jean-Claude Juncker, President of the Commission. – You point to some lapses of memory
which you find disturbing but your comments today do not allow me to satisfactorily plug these
gaps for you. I don’t know when, how and where Mr Krecké gave me this paper, this sheet. But
if it is bothering you, I will get in touch with him again to find out by what tortuous route this
paper eventually ended up in my possession. However, what is important is that you have the
paper rather than how it found its way to me. In any case it found its way from me to you. That
was the whole point of your intervention on this matter.

I did not say that I had never spoken about tax matters with others. All I said was that I had
never dealt specifically with the taxation of an individual firm. And nor did I.  When you go
abroad people ask you this kind of question.

In Luxembourg we were very interested in bringing Amazon to Luxembourg. I certainly don’t
dispute that. But I didn’t conclude any specific tax agreements because that is not part of the
remit of the Finance Minister, and at that time I only had some of that remit, as I was not really
the Minister responsible for everything to do with financial services and so on; so I answered
questions. But I never — never — agreed specific tax measures with a firm because that is the
responsibility of the tax authorities, not the Government. That is a clear, firm principle in
Luxembourg, but not everywhere in the European Union. For example, tax rulings in
Luxembourg are negotiated and initiated by the tax authorities, whereas in other countries it is
done by the Finance Minister.  You should do a bit more research into the matter. I’ll happily
send you any other missing papers if you need them.

1-033-0000

Fabio De Masi (GUE/NGL). – Mr Juncker, The Luxembourg Ambassador to Portugal is not
part of the tax authorities though, is he? The Luxembourg Ambassador to Portugal is not part
of the tax authorities?

1-034-0000

Jean-Claude Juncker, President of the Commission. – And the Finance Minister in
Luxembourg is not a Foreign Minister. Diplomats are bound by the instructions of the Foreign
Minister.  What’s more, I cannot imagine that the Luxembourg Foreign Minister, Mr Asselborn,
instructed the Luxembourg Ambassador in Portugal to sound out companies in Madeira. I really
can’t imagine what that was. I read it too, yesterday or the day before:

a question has been tabled in the Luxembourg Parliament for the Foreign Minister, who is
currently on the other side of the world — as is so often the case. When he comes back he will
answer the question; it is a matter for the Government to clear up.
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Anyway, thanks to you I now know that I was in Washington in December [September] 2003;
I had forgotten that.

1-035-0000

Sven Giegold (Verts/ALE). – President Juncker, We had another, closer look at what has been
happening in Luxembourg in recent years with regard to the taxation of individuals. We found
that the Savings Directive, which was the subject of tough negotiations at European level –
originally with the hope, I might add, of having a 10% withholding tax on the part of
Luxembourg which would be final – was being systematically circumvented, and that according
to the data we analysed, Mr Langen, this was happening particularly in Luxembourg and not in
Belgium and Austria – we checked this. This circumventing of the Savings Directive by life
insurance undertakings but particularly by offshore companies – and, as we found out in this
committee, via Panama (among others) – led to the continuation of tax evasion.

And my question to you, Mr Juncker, is as follows: Will you help those Member States which
will be unable to lay hands on their tax dodgers – in Luxembourg and elsewhere – by
introducing an EU law requiring all Member States to reply to answer group enquiries in
connection with mutual and legal assistance with the aim of systematically tracking down cross-
border tax evaders and eventually ensuring fair taxation?

My second question (which has already been discussed) is: After the Panama Papers, we saw
the establishment of a task force in the Directorate-General for Justice: the Financial Crime
Task Force. This has six members. Will you undertake here to increase this number so that the
task force will actually be able to do its job?

And finally: The Member States are currently refusing various proposals which you have kindly
made over the years. Are you prepared to submit the proposals being blocked by the Member
States under Article 116 TFEU and thereby transfer them to the majority voting procedure for
tax issues in the context of unfair competition between Member States? A proposal of this kind
by the Commission would ultimately mean that the Member States could nail their colours to
the mast and would not be able to hide behind individual tax havens.

1-036-0000

Jean-Claude Juncker, President of the Commission – The answer to all three of your questions
is: yes!

1-037-0000

Sven Giegold (Verts/ALE) – Thank you for this positive information. We will continue
working on it. I would like to say one more thing: I think the thing a lot of people want to see
is precisely what Michael Theurer just said. I would say, quite categorically, that you have
undergone quite some Damascene conversion. Your proposals are much more robust than those
put forward by others. But our citizens are still waiting for you to take firm responsibility for
your actions. And that puts a strain on your credibility. I find this regrettable in the light of the
positive steps you have made in the field of tax cooperation.

1-038-0000

Jean-Claude Juncker, President of the Commission – Mr Giegold, I fully appreciate your
casting a retrospective eye over all this material, which is difficult to deal with in detail. But I
would prefer my credibility not to be measured by what I and others, as countries or
governments, bear responsibility for; rather, you should judge the credibility of this
Commission in terms of what we are doing now. It was rightly pointed out that no previous
Commission has taken so many initiatives on tax avoidance and tax evasion – twelve in all. I
will mention them now, so that you will remember them.

In May 2015 we brought in a new anti-money laundering directive. In October 2015 we
launched the automatic exchange of information for tax rulings. The Directive entered into force



14 30-05-2017

in January 2017, and the first information exchange between Member States will take place in
September 2017. In January 2016 we put forward proposals on the automatic exchange of
information.

...on the basis of country-by-country reports of multinational companies ...

No such proposal had ever been made before. We also suggested making the country-by-
country reports public, but this was not exactly welcomed by the Council as far as I can tell.
We put forward this proposal in April 2016. Fortunately, Parliament also took this up in
January 2017, some seven or eight months later, in its Committee on Legal Affairs, and I very
much welcome this move, given the urgency of the matter.

In July 2016 we made further proposals on money laundering, and in the same month we put
forward new rules on beneficial ownership information to tax authorities. In 2015 and 2016 we
signed international transparency agreements with Switzerland, Andorra, Lichtenstein and San
Marino. In 2002 (and beginning in 1997), that was one of the conditions laid down by some
Member States before they would agree to the information exchange.

In 2016 we strengthened the Anti-Tax Avoidance Directive considerably, and in October 2016
we followed this up with additional, more far-reaching proposals. We made new proposals on
the common tax base, broadening and bolstering what we had proposed in 2011, and we very
much hope that this will soon be followed up.

Then, in October 2016, we set to work on the resolution mechanism for double taxation, and in
2019 this dispute resolution mechanism will enter into force. In January 2016 we put forward
a list of non-cooperative tax jurisdictions. We have already discussed this, because the list needs
to be extended, something we will do by the end of the year. In June this year we will present
proposals on tax intermediaries. That makes a total of 13 proposals put forward by this
Commission in a relatively short space of time.

1-041-0000

Chair. – Thank you. I think we in this Committee agree that the Commission has made progress
on this issue, and they have our full support. I feel sure about this.

The next speaker is David Coburn for the EFDD.

1-042-0000

David Coburn (EFDD). – Jean-Claude Juncker, it is great to see you, always a joy. As Prime
Minister of Luxembourg you seemed to believe most enthusiastically in tax competition. Well
done, Sir, I totally agree with you. Tax competition leads to efficiency and forces governments
to give value for money and use hard-earned taxpayers’ money, either corporate or private,
efficiently and properly. I like to think of this as Jean-Claude Juncker à l’ancienne.

But now as European Commission President you seem to have changed your mind and want to
remove all tax competition across Europe, encouraging waste of hard-earned taxpayers’ money.
I think of that as Jean-Claude nouveau.

How do you reconcile the two Jean-Claudes? Again, as Mr Giegold said, it is like St Paul having
his epiphany on the road to Damascus, or did you have yours on the E411 from Luxembourg?
Was it one of those terrible Belgian potholes? I mean, why the great difference now, Sir, and
can’t we go back to the good old Jean-Claude, where we can have proper tax competition across
Europe and you will have this sort of efficiency and excellent economy that Great Britain has.
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1-043-0000

Jean-Claude Juncker, President of the Commission . – David, I was asking myself anxiously
when you would come back to Britain, but it happened at the very end of your intervention and
so I was not too much disappointed.

I hesitate when you describe me as this schizophrenia guy who was old and who is now new,
because I believed in tax competition, which is a principle of the Treaty, and I still believe in
tax competition. But I am focusing more – and together with not only a few others I was
neglecting that dimension – I am focusing my attention now on fair tax competition. I am in
favour of tax competition, but it has to be fair and it was not always fair, and it is still not fair,
because we have loopholes all over the European Union.

I will give you one example, which is less critical. The VAT Directive – I was the one who in
1991 led the Ecofin Council to adopt a directive on VAT harmonisation. There you have 250
different rules from country to country when it comes to minimum rates in the VAT framework.
Member States always negotiate in their best interests when it comes to derogations to be added
to the directives laying down principles.

So there is no difference between old and new, but a stronger focusing on the fair dimension of
the needed tax competition.

1-044-0000

Mario Borghezio (ENF). – Chair, as the President, whom I welcome, well knows, many
financial and stock-exchange transactions are conducted using fiduciary companies as an
effective smoke screen for the true identity of the holder of the account from which the money
comes.

The first question is this: what specific measures will the Commission take to ensure that, in
the Member States, particularly tax havens such as Luxembourg, the Netherlands and others, it
is not permitted to conduct any banking or financial transaction without mandatory checks on
the source of the funding? This is important, not only from the point of view of tax evasion but
also because of the real danger that criminal funds may infiltrate the real economy.

The second question comes from a piece of information which has emerged from that Pandora’s
Box, the Panama Papers, which are the starting point of our inquiry. It has emerged that a
company called Egrant, registered in Panama, belongs to Michelle Muscat, the Prime Minister’s
wife, but that is not all: that is only the first part of the issue. In 2016, it received profits of more
than a million dollars from a company called Al Sahra, an offshore company based in Dubai
which belongs to Leyla Aliyeva, the daughter of the dictator of Azerbaijan. In exactly the same
period, Valletta concluded many energy contracts.

I do not doubt that the new Juncker is a warrior with his sword drawn and ready for use to deal
with such scandalous instances, so now I should like the Commission to tell us also how it has
used that sword in response to this serious news, or how it intends to use it.

1-045-0000

Chair. – Thank you. The cases involving the Maltese Government have already been talked
about, but even so, Mr Juncker...

1-046-0000

Jean-Claude Juncker, President of the Commission – Mr Borghezio, I cannot comment on
individual transactions in Malta. This is not part of the Commission’s remit. It is a matter for
the relevant Maltese authorities. It is up to them to deal with it. I have my eye on all of that, but
I am loath to take a stance, out of the blue, on a transaction which I do not know about in detail
– even if there is such a thing.
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As far as the first question is concerned, these rules concerning beneficial ownership
information to tax authorities, I have to tell you that in July 2016 we proposed new rules to
extend access to beneficial ownership information to tax authorities because it is of the utmost
importance that tax authorities can identify the ultimate owner behind an opaque company or
entity. These rules come into force on 1 January 2018.

1-048-0000

Mario Borghezio (ENF). – It is merely a comment: that means that the President admits that
at present the various mafias and criminal organisations can invest, and continue to do so until
the beginning of 2018, and can without difficulty operate in the real economy, while no one is
checking up on them or has the power to do so.

1-049-0000

Jean-Claude Juncker, President of the Commission . – We introduced this proposal in July
2016. A directive needs to be translated into national legislation and this needs some time. So
a period of two years, of one year and half, is the period, taking into account the urgency of the
matter.

1-050-0000

Markus Ferber (PPE) Thank you, Mr Juncker. I would like to confirm something that you
talked about. Here in the European Parliament I represent a region which Luxembourg is much
too far away from but which is very close to Austria, so that money would usually go to Austria
or Switzerland rather than to Luxembourg. There are – or were – many sinners in this world.

But I would like to mention the matter of a tax haven in the European Union which the
Commission itself approved – Madeira. On 27 May 1987, the Commission first gave its
approval to the tax regime in Madeira in terms of state aid but stipulated in the authorisation
notice that the authorisation in no way implied approval of the establishment of an offshore
financial centre by the Autonomous Government of Madeira in the Free Trade Zone. Officially
it was meant to promote economic activity and create jobs. Yet in 2014 only 2 721 jobs had
been created, by 1 868 companies. And we are not talking about the companies whose names
appear on the postboxes but the directors who are appointed and who in some cases run more
than a hundred companies. We have learned from Madeira’s Finance Minister that one office
complex in Funchal, where there are no office blocks, includes a building which houses 180
companies.

My question is this: what is the Commission doing to ensure that it is complying with its first
authorisation notice (in 1987), i.e. that it is promoting economic development and not the
creation of an offshore financial centre? What regular checks are carried out there? How is the
Commission fulfilling its commitment?

1-051-0000

Jean-Claude Juncker, President of the Commission – I think, Markus, that the small-scale
border traffic between Bavaria and Austria will quickly diminish when the toll is introduced.
We need not worry about this any more.

(Objection: Kleinwalsertal has no border.)

Kleinwalsertal is another matter.

1-052-0000

Markus Ferber (PPE) – There is no toll when you go to Kleinwalsertal.

1-053-0000

Jean-Claude Juncker, President of the Commission – As far as Madeira is concerned, I seem
to remember the Delors Commission granting this concession to Madeira, because then, as now
(though in a different way), there is a rule that special arrangements sometimes apply to
peripheral areas of the EU. There are many examples of this. But this is the first I have heard
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of these arrangements with regard to Madeira. I have a long memory, but I cannot comment
off-the-cuff on all the decisions made by previous Commissions, for example prior to the fall
of the Berlin Wall in 1987. I will look into this, as it is important. But the person to approach
on the matter is the Finance Minister of Madeira, not the Commission.

1-054-0000

Markus Ferber (PPE) – I have a little more time: The authorisation has always been granted
for a fixed period and has been renewed a number of times, on the last occasion during the
Barroso Commission. And the Memorandum of Understanding concluded between the Troika
and Portugal also states that tax regimes and special tax regimes should be revised. In this
respect it has not only been an issue since 1987; it has also been discussed a number of times
in the Commission and in the Eurogroup. So I think this case is more widely known about than
this would suggest. And it is the Commission’s task, when it grants such an authorisation, to
ensure that the conditions attached to it are adhered to.

1-055-0000

Jean-Claude Juncker, President of the Commission – I will be happy to return to the subject
of Madeira. We will look at this. I was unaware (although I was the head of the Eurogroup at
the time) that there was a reference to Madeira in the Troika decisions on Portugal. In which
case the Troika, for once, put something sensible down on paper.

1-056-0000

Chair. – Thank you. This brings us to the end of the Group speakers’ round. So far we have
four requests for catch-the-eye:

Louis Michel, Pervenche Berès, Ana Gomes and Angel Dzhambazki from the ECR Group. The
rule is one minute for catch-the-eye, with less time for responses. We will start with Louis
Michel.

1-057-0000

Louis Michel (ALDE). – First of all, thank you Mr Juncker, for explaining these points. I have
to say that your Commission has done more than any of its predecessors to address the problem
which is the focus of our concerns today. You have achieved a huge amount. Obviously, there
is more to do. It will be a long haul. However, having been a member of the first Barroso
Commission, I can tell you that, in terms of issues tackled and reforms introduced or proposed,
your achievement rate is hugely superior. I mention that because I want to give credit where it
is due.

I have one question: why does the Commission not confront the Member States with the facts
of the situation and ask them to shoulder their responsibilities by taking practical steps towards
much more closely harmonised tax arrangements, making the Union as a whole attractive to
foreign investors, with genuine legal certainty?

For example, the Union might consider playing a role in direct taxation, in line with its freedom-
of-movement policy. As I see it, consistency between the various legal instruments is the crucial
consideration. If we do not want to have consultants and lawyers recommending that their
clients exploit discrepancies between systems, i.e. tax loopholes, then surely we need to
eliminate those discrepancies. The problem of ‘forum shopping’ is created by national
legislation. So it is a matter of political will. I am not suggesting that the Commission has been,
or should be, passive, but I believe it really must require the Council to shoulder its
responsibilities.

1-058-0000

Jean-Claude Juncker, President of the Commission. – It all depends on where you want to go
with that ambitious proposal. Embarking on the almost complete harmonisation that you
describe in respect of personal taxation would, in my view, be much too ambitious. But
exploring in which areas of personal taxation there is scope for further harmonisation of tax
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methods, tax bases and tax rates is, I think, an idea worth pursuing – bearing in mind that
decision-making on tax matters requires unanimity, which makes it very hard to get decisions
adopted.

By the way, when the Treaties are being revised, we absolutely must provide for the
introduction of decisions on tax matters by qualified majority or super-qualified majority,
otherwise we will make no real headway.

1-059-0000

Pervenche Berès (S&D). – I would like to come back to the list of high-risk third countries,
which Parliament has twice rejected. There is something of a paradox here. Reading the list is
still very interesting because we find that it omits those countries that the Commission is now
asking the European Investment Bank not to get involved in. The countries in question are: the
Cayman Islands, Jersey, Guernsey, Panama, Bermuda and Lebanon. I realise there is a subtle
difference between a tax haven and a country where there is a risk of money laundering, but the
suggestion nonetheless is that these countries may qualify.

You told us that you do not get involved in Commissioner Jourová’s field of responsibility and
that you understand she may not have the resources to pursue her agenda. I notice that the unit
tasked with investigating bonuses and these money-laundering risks is one which originally
reported to Commissioner Hill and which, to avert any risk of a conflict of interests, was
switched to Commissioner Jourová’s portfolio. I think it ought to have been put at the service
of Mr Moscovici, and I think that examining 200 countries is clearly impossible. There are,
however, countries about which suspicions have been raised, so it would surely be better to
focus in on these suspect countries, and to start with them rather than working through a list
compiled elsewhere.

1-060-0000

Jean-Claude Juncker, President of the Commission. – As I have said, the Commission is to
review all the problems you mention towards the end of the year. That being so, I cannot be
more specific at this stage because the Commissioners responsible are looking at all these
arrangements in detail, but there will, of course, be additions to the lists.

As for the rest, you mentioned the European Investment Bank (EIB), and you certainly
applauded the Commission’s initiatives vis-à-vis the EIB in this regard. [Inaudible interjection
by Ms Berès] The future is, in fact, already here!

1-061-0000

Ana Gomes (S&D). – President Juncker, we hope that the Commission will help clarify as well
what happened during the Troika that the Commission integrated in the Barroso years, when
huge tax increases were imposed on the middle classes in Portugal and, at the same time, money
was siphoned off into offshores like Panama, namely by the Grupo Espíritu Santo, without
anyone noticing. The Commission even allowed a tax amnesty to take place in 2012.

My question is: will the Commission care about the real system for money laundering that is
involved in the golden visas investors’ programmes, the sale of passports, going on in several
European countries including my own, Portugal, and will you care for freeports, including the
one in Luxembourg, which is one of the latest devices for money launderers. This is not just
about tax evasion: it is money laundering and abetting organised crime, including terrorism.

1-062-0000

Chair. – Ok, two questions: one on the sale of passports and one on free ports. Go ahead.

1-063-0000

Jean-Claude Juncker, President of the Commission. – As I said previously, we have
introduced far-reaching new anti-money laundering rules, mainly to fight against tax avoidance
and to combat terrorist financing. This proposal is under mediation and trilogue has started
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between the Commission, Parliament and the Council, and so this will be the place where all
these problems, those you have mentioned, can be put for consideration by the other bodies and
institutions involved.

1-064-0000

Chair. – Ok, the second question was something general on free ports.

1-065-0000

Jean-Claude Juncker, President of the Commission. – I will have a look into this problem of
the freeports, because I know what this is about.

1-066-0000

Chair. – Ok, we have not yet investigated this, but we have discussed it in Luxembourg, and
the Chair of the Supervisory Board of the Luxembourg free port assured me that he saw no
evidence of wrongdoing. But we have not yet looked at this.

Ok. The floor now goes to Angel Dzhambazki from the ECR Group.

1-067-0000

Angel Dzhambazki (ECR) – Mr Juncker, we have been discussing at some length tax practices
in Luxembourg, the Panama Papers, the scandalous tax practices around the taxation of Apple
in Ireland and this has – to put it mildly – troubled many colleagues.

But let’s look ahead: we have EU-China meeting on the horizon on 1 January.

What steps are you considering taking in this connection during trade discussions on trade with
your Chinese counterparts in order to avoid a ‘Chinaleaks’ Committee having to be set up, and
what will be your position be during the negotiations and future trade relations with China in
respect of these scandals?

1-068-0000

Jean-Claude Juncker, President of the Commission. – I addressed this issue on 15 November
2014 in Brisbane (Australia). On that occasion, we, the Commission, proposed that all the G20
member countries participate in a system of automatic information exchange. Not all the
European countries were in favour, and most of the others were against the idea, but it is a
subject that we will keep on raising at international meetings because the problem is a very real
one.

1-070-0000

Thomas Mann (PPE) – Many thanks Jean-Claude. I am very surprised but also pleased that,
in spite of all the criticism, from the Left as well as from the Right, the clear message is: here
is a Commission President who took action. I was not aware that there had been 12 initiatives
– that is important. Tax competition remains, but he must be fair, and things must be done more
impartially than in the past – that is important.

But the obstacle is still the Council – in other words, the Member States. Could the President
of the Commission not stand alongside us and say: this wretched unanimity in the Council must
be done away with? The lawyers all say that this is impossible. But political pressure can say:
we must ensure that a different decision is finally taken. Will we get Jean-Claude Juncker on
board?

1-071-0000

Jean-Claude Juncker, President of the Commission – I said a few minutes ago, Thomas, that
I think we could look again at the issue of unanimity for tax matters if amendments were to be
made to the Treaties, and that it should be replaced by a qualified or a reinforced qualified
majority. If not, we will make no progress in this field.

1-072-0000

Evelyn Regner (S&D). – To return to the question of free ports, which I find so outrageous
that I want to stay on the subject. ‘Free’ is in the sense of ‘tax free’, and for me it is beyond
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belief that objects of value such as gold and paintings can be kept in a kind of legal no-man’s
land in Europe – in the EU.

You said you would look at this. But if the Commission finds that this is indeed the case, will
it make legal recommendations and not just look? Will it put something specific on the table at
EU level?

1-073-0000

Jean-Claude Juncker, President of the Commission – Politics starts with looking at the facts.
So before we act, we must look, and this is what we will do.

1-074-0000

Chair. – Ok, that was a clear undertaking firstly to analyse and then to take action where
appropriate. This is in line with the right of initiative, which belongs to the Commission alone
and not to Parliament.

And finally, Elly Schlein.

1-075-0000

Elly Schlein (S&D). Mr President, Mr Juncker, it is clear to everybody that a Union based on
cut-throat tax competition is not sustainable, particularly if taxation rates of 0.005% can be
obtained.

The Commission has taken important steps, but it is necessary to take account of the fact that
this is a global challenge which cannot be overcome either at national or at European level. It
is developing countries that pay the highest price for tax evasion and avoidance. It is therefore
necessary to call for country-by-country reporting which is public and which goes beyond the
confines of the Union concerning operations which are also carried out in third countries, and
in this regard the Commission proposal is still too weak. Those countries must be fully involved
in automatic exchanges of information.

My question is this: what will the Commission do to avoid trade agreements that provide
incitements to tax evasion and avoidance and that facilitate them in developing countries? What
will the Commission do to ask those countries to be fully involved in redefining international
tax reforms at global level?

We are asking for an intergovernmental body at UN level. I should like to know what Mr
Juncker thinks of this proposal.

1-076-0000

Jean-Claude Juncker, President of the Commission. – I cannot entirely agree when you say
that trade agreements encourage tax evasion. It depends on their substance and on the will of
those tasked with implementing them.

With regard to developing countries, which are suffering more than others from the
phenomenon we are talking about, we have managed – and it was not easy – to convince 85
countries, including a number of developing countries, to take part in an automatic information
exchange system. I will check the list of 85 so I can tell you precisely which developing
countries are involved. At G20 level, we keep on raising the matter because developing
countries are represented there, in the same way that some of them attended the G7 meeting.

We are talking about the issue and keeping up the pressure, but ... they are very resilient.

1-077-0000

Pirkko Ruohonen-Lerner (ECR). Thank you, Chair. I should like to ask how, in your work
within the Commission, you have pursued policy coherence with regard to tax evasion and
avoidance. In development policy, for instance, the EIB and EBRD constantly use investment
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funds registered in tax havens, and it has not proved possible to do anything about the problem.
The debate on the tax impact of EU trade agreements also seems only to be in its infancy. How,
in practical terms, have you pursued policy coherence at the Commission with regard to fighting
tax evasion and avoidance, and how do you intend to proceed in this regard in future? Thank
you.

1-078-0000

Chair. – Mr Juncker, could you address these questions please.

1-078-5000

Jean-Claude Juncker, President of the Commission – Not me – that’s why I enquired. This
seems to be a similar question to Ms Pervenche’s: EIB, EBRD..

– We are on top of these issues: we are keeping a close eye on them.

Was that your question? It was my answer but I do not know if it was your question.

1-081-0000

Pirkko Ruohonen-Lerner (ECR). – To some extent.

1-082-0000

Chair. – So, I will bring this hearing to a close. My thanks to you, Mr Juncker. We have had a
fair and open discussion. A total of 19 colleagues asked questions. We wish you every success.
You can count on Parliament’s support in implementing your provisions.

I will interrupt the meeting for 15 minutes.

Thank you again, Mr Juncker.

(The meeting was suspended for 15 minutes.)

Chair. – Good afternoon, we shall now continue with our hearing and I will speak in my mother
tongue, German.

I would like to welcome, as our guest, the Secretary of State for Fiscal Affairs of the Republic
of Portugal, Mr Fernando Rocha Andrade.

Mr Andrade, thank you for coming to talk to us about the specific tax situation in Portugal and
some of its islands. There were some questions on Madeira at the end of our discussion with
Commission President Juncker, and there will no doubt be more such questions today.

In theory we have three quarters of an hour – 45 minutes. The usual arrangement is a three-
minute slot: one minute for questions and two minutes for answers. Then we won’t over-run.

Welcome. Thank you for coming. You have the floor for your introductory remarks. Five
minutes are allowed for this. The floor is yours.

1-085-0000

Fernando Rocha Andrade, Secretary of State, Tax Affairs, Portugal. – Thank you, Mr Chair,
ladies and gentlemen, for inviting me to address your committee. I should like to start by
pointing out the importance of this matter and of the work that the committee has been pursuing.
Over the decades many taxpayers have used tax havens and offshore regimes to conceal assets
and income. In that way they have managed to shirk their share of collective financial
responsibility or even made it more difficult to track down proceeds of crime.
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From the tax point of view, given that the taxpayers involved are among the better off, what
practices of this sort undermine is not just tax revenue, but the fundamental legitimacy of tax
systems.

Because the Panama Papers scandal has revealed that tax evasion is carried on in several guises,
these matters have come to the fore again.  Indeed, once the information had come to light, the
Portuguese tax authorities, proceeding in the same way as their counterparts, established that
there were, among the persons mentioned in the Panama Papers, about 165 domiciled in
Portugal; they have been made the focus of the ongoing tax investigation.

The working party set up within the OECD GIP SIC network is providing invaluable
collaboration. There are, to my mind, some inferences to be drawn from that process and others
like it. The revelations arising out of the Panama Papers and similar cases are useful to the
extent that they give clues and concentrate minds, but we must not think that information
obtained in that way can replace the official tax information channels. For all their public
repercussions, such revelations are often not worth the fuss. Facts brought to light date such a
long way back that no tax can be collected, or publicly disclosed links with a given country are
not the ones which are relevant for tax purposes.

The exchange of information among tax administrations in the standard format, especially when
done automatically, is the best way to detect and act on cases and also has a major preventive
effect. That is why Portugal, in addition to legislating at national level, has been encouraging,
and involved in, bilateral and multilateral processes, including EU procedures seeking to
intensify exchanges of information.

I believe that the reason why I have been invited to appear before you has to do first of all with
the Portuguese system for checking transfers to privileged tax jurisdictions. Under the
Portuguese system financial institutions have to report transfers to such territories to the tax
authorities and, more recently, they have been under a legal obligation to publish the
corresponding statistics. This system came under public scrutiny when it emerged that in the
years from 2011 to 2014, as a result of data-processing errors, many transfers had not been
properly recorded statistically or scrutinised. The problem has been corrected, and the causes
are being investigated.

I would like to make one comment, namely that when it is based in a single country, any
checking system for transfers to offshore centres can be hamstrung by a three-way arrangement.
Transferring money initially to a stopover country which has no connection with the person or
company making the transfer – and hence no interest in investigating – and only later to the
offshore jurisdiction makes it possible to elude home country supervision. The only solution to
this problem lies in a transnational approach, not least a European system of compulsory
recording and permitted sharing of information of the kind that Portuguese legislation requires
financial institutions to supply. Every country could thus have access to information about
transfers to offshore centres made by its residents, even when other European countries had
been used as mid points. That is a suggestion which the Portuguese Government is making here
to the European institutions.

1-086-0000

Chair. – Thank you, Mr Andrade. I would like to thank you again for your willingness to come
to Brussels. We will have a fact-finding mission to Portugal, so we will treat this as preparation.

And now, in accordance with our rules, I give the floor to the two rapporteurs.

1-087-0000

Jeppe Kofod (S&D). – Thank you so much for appearing before our committee and explaining
the situation in Portugal. I am very curious to look into what you mentioned, the unscrutinised
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transfers into offshore from 2011 to 2014, amounting to a lot of billions of euro. Could you
elucidate to us: how could it happen that such an amount of money going into tax havens is
unscrutinised? Do you know the beneficiaries of these transfers? Do you know the taxpayers
that used it? Do you know the intermediaries that did it, and so on?

I mean, the Banco de Portugal is mentioned several times as one of the intermediaries in doing
this. How is this investigation going on in Portugal? Has the prosecutor – who looks at anti-
money laundering and control of that – has the prosecutor there sufficient access and
cooperation, for example with the tax authorities in Portugal, giving all information from the
tax authorities so that they can do their proper investigation? And finally, because you are under
Troika supervision, what role did the Troika play in preventing or following up on these
massive, uncontrolled transfers into tax havens under the former government?

1-088-0000

Fernando Rocha Andrade, Secretary of State, Tax Affairs, Portugal. –First of all, regarding
the unscrutinised transfers, as far as we have been able to ascertain, the financial institutions
did fulfil their legal obligation to pass on the data to the tax administration, but within the tax
administration’s computer system there was a batch of transfers, amounting to about EUR 10
billion in all, which was not processed and consequently not entered in the data bank. Because
these transfers had not been processed, they were not included in the published statistics, nor
did they undergo the proper scrutiny. Both these situations have since been rectified, and the
Tax Inspectorate can therefore now access all the data that have been duly supplied by financial
institutions but not been processed.

In addition, the Portuguese Public Prosecutor’s Office has full access, for criminal investigation
purposes, to the data concerned and, following a recent change to the law on money laundering
will also have access to tax information in the run-up to the criminal investigation proper.

And lastly, I have seen no evidence of Troika intervention in the matter of transfers to offshore
centres.

1-089-0000

Petr Ježek (ALDE). – Thank you, Secretary of State, for being here with us. I would be
interested to know how you evaluate implementation of the relevant EU law in your country?
And as we had Commission President Juncker here today, how is the cooperation with the
Commission on implementation going? What is the level of interaction with the Commission?
Also, on enforcement of the implemented legislation in your country, to pick up on what Jeppe
Kofod said, how do you see the supervision of all intermediaries, not only banks, but also
lawyers and tax advisers?

1-090-0000

Fernando Rocha Andrade, Secretary of State, Tax Affairs, Portugal. – The European
institutions have, in my opinion, been playing a key role in devising the necessary procedures,
not least information exchange arrangements. And I would stress, as I did in my opening
statement, that the fact of having automatic access to information held in foreign jurisdictions
amounts to a very significant change in the European and international legal framework.

It is not so important to know how heavily Member States tax their taxpayers if they provide
each other with the information necessary to apply tax laws to wealth created on their territory.
The EU, which on this point has, I think, been following the OECD’s lead, is accordingly to be
applauded and should be encouraged to continue in the same vein.

European enforcement procedures are still less developed than information sharing
arrangements. The implementation of tax laws remains first and foremost a national matter, and
I therefore believe that we should encourage the European Commission and the European
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institutions to continue with the approach that they have been following to date, namely giving
national authorities the tools to do their job.

1-091-0000

Nuno Melo (PPE). Mr Chair, before I start my speaking time I have a question for the Bureau,
so please stop the clock.

This debate, which is also a political debate, has to be based on facts and not on fiction. In his
question our colleague Jeppe Kofod, our Socialist rapporteur, said that the transfers to which
the Secretary of State referred, in other words the EUR 10 billion, dated back to 2011 to 2014.
Those dates are not correct. Mr Kofod, you are the rapporteur, so please, don’t get it wrong.
Even when a government is Socialist, we have to be completely impartial here. The Director-
General of the Tax Inspectorate has already told my country’s Parliament that 18 out of the 20
declarations were made in 2015 and 2016, and four of them fell within the term of office of the
present Government. So please, be aware of that. You are the rapporteur, and reports cannot be
based on misapprehensions. Eighteen out of the twenty transfers were made in the years 2015
to 2016, and four of them were made under the current Government. What I have just said,
Mr Chair, was by way of introduction.

Welcome, Secretary of State. I should like begin by asking you about a secret agreement
concluded on 8 July 2010, and confirmed on 27 August 2010, between the Socialist
Government – José Sócrates was prime minister – represented by the Secretary of State for Tax
Affairs, Sérgio Vasques, and Panama whereby Panama was to be removed from the Portuguese
tax haven blacklist. The record of proceedings for the latter date stated that the Portuguese
Government would take the steps required to exclude Panama from the list. As you know,
Panama in the end remained blacklisted because the centre-right PSD-CDS Government added
an Article 63.°-D to the General Tax Act, which has done away with the political criteria for
deleting offshore centres from the blacklist and made that option subject to objective criteria.
That brings me to my second question. Whereas there is a trend in Europe towards tighter
supervision of tax havens, your Government has gone the other way by taking the decision to
remove Uruguay, Jersey, and the Isle of Man, all offshore centres, from the blacklist. This has
been done in violation of the legally binding criteria laid down in Article 63.°-D(a), (b), (c), and
(d) of the General Tax Act. The OECD, as I understand it, does not make laws in Portugal.

So what I would like to ask is this: what do you do about an order which breaks a law and is
illegal per se, since an order cannot infringe a general act?

Secondly, have you consulted the tax authorities on that point – I am nearly done, Mr Chair –
and, if so, what was their response to, or opinion on, the deletion of those jurisdictions?

My third question relates to professional secrecy. Addressing the Portuguese Parliament, you
invoked professional secrecy without being entitled to do so – I am just getting to the end,
Mr Chair – as it was not applicable to the EUR 10 billion, the transfers not processed by the tax
authorities that had been made on your watch or under the other Government. I have finished
now, Mr Chair. How many transfers were there, who made them, and which banking authorities
were involved?

1-092-0000

Fernando Rocha Andrade, Secretary of State, Tax Affairs, Portugal. – Mr Melo, I shall refrain
from correcting the remarkable string of legal inaccuracies or gross errors, for example calling
tax confidentiality professional secrecy, and other points suggesting that you might not have
done your homework.

Regarding your questions on more specific matters, I know from what was reported in the media
– as I did not serve in either of the governments concerned – that Panama claimed on two
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occasions – once under a prime minister from my party and secondly under a government to
which your party belonged – that Portugal was planning to take it off the list of tax havens. That
occurred in 2010, as you said.

The Panamanian Foreign Minister also issued a statement to that effect in connection with a
visit by our Prime Minister, Dr Passos Coelho. I have to say that I am answerable only for the
actions of the present Government, which believes that the tax haven list should essentially be
a list of non-cooperative jurisdictions. To put it another way, it is absolutely vital, as I said in
my speech, to have access to tax information, rather than knowing the level of domestic taxation
in each country or territory. The order to which you referred has deleted three countries from
what is by far the longest tax experts’ list in any EU Member State – and its length is, in our
opinion, a bad thing. The countries concerned satisfy a number of criteria and, indeed, are
exchanging information with Portugal by procedures established by international agreement
and endorsed by the OECD. The wording of the criteria is such, moreover, as to completely
rule out the possibility that Panama could be deleted from the tax haven list at this time. That
has been pointed out very clearly to the Panamanian Ambassador; instead of carrying on
international relations by means of falsehood, this Government likes to tell the real story.

As for the information that you have requested, my Government, unlike its predecessor, has put
matters right by publishing transfer statistics on the Internet. That information is in the public
domain. The reason why information is not disclosed has nothing to do with professional
secrecy. Information is kept secret – even I am not privy to it – because, under Portuguese
legislation, it is subject to the tax confidentiality that protects all taxpayers.

1-093-0000

Nuno Melo (PPE). – This is an interpellation in the true sense of the word. Mr Chair, I’m going
to send you the text of Article 63.°-D of the General Tax Act so that this committee can make
an objective assessment, based on the individual paragraphs – Article 63.°-D is a law, given
that, as far as I am aware, the OECD does not make laws in Portugal – and in that way determine
whether or not the government order is breaking the law as far as tax havens are concerned.
With your permission I should like to add Articles 60.°, 78.°, 80.°, and 81.° of the General Rules
governing Credit Institutions and Finance Companies.

1-094-0000

Chair. – Mr Melo, I would be grateful if you could give this information to the Secretariat so
that we can move on here. Other people are waiting to ask their questions.

1-095-0000

Nuno Melo (PPE). – That will be sent, not least to remind the Secretary of State, who is
apparently ignorant of the law.

1-096-0000

Chair. – Good, thank you. We will look at the information. Now, Ms Gomes.

1-097-0000

Ana Gomes (S&D). – Welcome, Secretary of State. I should like to ask whether there was any
justification for delaying the investigation which you mentioned, and which established the
exact order in which the transfers were made in the years from 2011 to 2014. And what
happened afterwards, in 2015 and 2016? We need to have details on those points.

We also need to know whether the transfers under investigation include Madeira, that is to say,
transfers from Madeira and the total amounts transferred. Were transfers to offshore centres
from Madeira monitored during those years, by which I mean 2015 as well, assuming that 2016
is covered by the instructions which you have since issued?

I should like to ask you in addition about jurisdictions that function as, shall we say, agents of
tax avoidance. Do you consider that category to include the Netherlands, for instance, or
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Luxembourg, given that these are escape routes of choice for Portuguese firms? Specifically,
what is the scale of the problem posed for Portugal and other European countries, according to
what I have heard, by organised VAT involving, for example, goods transported via the port of
Rotterdam?

1-098-0000

Fernando Rocha Andrade, Secretary of State, Tax Affairs, Portugal. – This investigation is
being carried out by an independent body within the Finance Ministry, the General Finance
Inspectorate, which has not yet delivered a report to us and, since we are dealing with an
independent body, we can do no more than await the results of this investigation.

As to what we have done in the meantime, the problem – which appears to be IT-related
although we have no indications as to its origin – was resolved by the time it had been detected,
i.e. there appears to have been a procedural error between 2013 and 2016, it was detected in
2016, and as far as we have been able to ascertain there are currently no problems. The issue
involving the failure to publish statistics has also since been remedied.

Madeira is part of Portugal’s national territory and, consequently, legislation on the policing of
transfers naturally covers all transfers originating in the territory of Madeira, regardless of the
legal arrangements to which they were originally subject. The same information-exchange and
transparency mechanisms that apply in Portugal also apply in Madeira and, finally, no territory
within the European Union figures on the Portuguese list of tax havens, since this would in fact
be contrary to European Union law.

1-099-0000

Ana Gomes (S&D). – I have information according to which the General Finance Inspectorate
has completed this investigation. Even if it has not yet been handed over to you as Secretary of
State, I would ask you to take account of what I have said in order to investigate what is
happening.

You also revealed, when speaking about the case in the national parliament, that 97% of the
transfers involved the BES/GES, which has since collapsed. Do you have any more information
confirming this figure?

1-100-0000

Fernando Rocha Andrade, Secretary of State, Tax Affairs, Portugal. – I am sorry, but for the
reasons that I have also explained to Nuno Melo and in accordance with the applicable
Portuguese legislation, I am not in a position to identify the financial institutions which made
the transfers; consequently, the information that has been published concerns the amounts and
countries of destination, and this information is published on the Internet, but not the originating
institutions. I can therefore neither confirm nor deny the information to which you refer.

1-101-0000

Chair. – The two largest Groups have now exceeded the speaking time. That is fine. Now, for
the ECR Group: Pirkko Ruohonen-Lerner.

1-102-0000

Pirkko Ruohonen-Lerner (ECR). Thank you, Chair. As Portugal has been covered by the
loan programmes of the EU and the IMF in recent years, it would be interesting to hear your
views on what kind of debates you have had with representatives of the EU and the IMF, for
example concerning Madeira’s financial sector or more generally on combating tax avoidance
and tax evasion nationally in Portugal. Were these priorities for the creditors’ representatives,
and how are these subjects dealt with more precisely? Thank you.

1-103-0000

Fernando Rocha Andrade, Secretary of State, Tax Affairs, Portugal. – I think there are two
separate questions here regarding the tax regime in Madeira.
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The special tax regime in the Free Trade Zone of Madeira was created under a European
regulation designed to assist in the development of outermost regions, and as we understand it,
this regime is justified in terms of aid for Madeira’s development and has not contained any
components relating to financial services for several years. For the most part, therefore, the
question concerning financial services in Madeira no longer applies.

With regard to the question of combating tax evasion, this is of course a priority and has been
a priority for a number of national governments to varying degrees. One of these priorities,
which was also referred to by Ana Gomes, concerns the question of VAT and under-invoicing
on which we have seen significant progress. A further priority naturally concerns the
international concealment of profits and assets, and Portuguese legislation has successively
sought to create mechanisms in this area too, largely inspired by the conclusions reached in the
BdP/BES case, as well as transparency mechanisms such as, very recently, the abolition of
bearer securities and the restriction placed on cash transactions, which may be made only up to
a certain value, which are moreover examples of issues where tax legislation also touches on
other objectives such as the transparency of the financial sector and the fight against money-
laundering.

1-104-0000

Miguel Viegas (GUE/NGL). – Secretary of State, welcome to the committee, I have a few
brief questions.

First of all, there is the question of the investigation concerning the Panama Papers and now
Swiss Leaks, which also revealed the involvement of 611 taxpayers, but my question concerns
not so much which specific individuals were involved but rather an assessment of the amount
of tax that has been recovered, i.e. what is the extent of the damage suffered by the state as a
result of these scandals? I believe that the public also has a right to more detailed information
on this point.

You mentioned the subject of banking secrecy several times. I should like to know your opinion
on the extent to which it now poses an obstacle to the fight against tax fraud, tax evasion and
money laundering? I should also like to know what measures are in place to meet the new
challenges connected with the application of the new legislation, the enormous amount of data
that now has to be processed as part of the due diligence obligations placed on the various
institutions, and what response is being given from the point of view of allocating specific
resources to cope with the need for action in this regard?

Finally, a very specific question on country-by-country reporting. We are currently discussing
this, and I know that there are already rules in Portugal and the Corporate Income Tax (IRC)
Code already provides for compulsory country-by-country reporting of results. However,
Portugal opted for the highest threshold recommended by the OECD, i.e. a turnover of EUR
750 million above which companies are obliged to submit this report. We are discussing this
threshold. I should like to know whether you have specific information on how many companies
are currently covered in Portugal, and what proportion of the economy is in fact covered by this
provision which we believe to be of great significance.

1-105-0000

Fernando Rocha Andrade, Secretary of State, Tax Affairs, Portugal. – On the cases of Swiss
Leaks and the Panama Papers, starting with Swiss Leaks, most of the information involved in
this case was relatively old and it is therefore difficult to see how tax can be collected. Some of
this information is relevant from the point of view of criminal investigations and has been
submitted to the competent authorities, and some has in fact contributed to indirect detection,
i.e. even though some situations were identified between 2004 and 2006, they basically
continued for longer and have resulted in investigations.
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As regards the Panama Papers, the investigation started almost a year ago and most of the work
on establishing how much may be involved is still on-going. I would insist, however, that the
amount of information that can be obtained directly from leaks of this kind is limited, and it is
my belief that formal exchanges of information produce more significant results. It is also in
this area that we have strengthened both IT and human resources. It is more difficult for a small
or medium-sized country to cope with this information than it is for large countries.

As regards the threshold for country-by-country reporting, I have to say that when a threshold
of this kind is created – given that each country basically has an interest in the information
generated by other countries – this does not create an incentive for any country to opt for a
lower threshold, i.e. Portugal would be in favour of a lower threshold for all, but just like other
countries, if the threshold is higher, no country has an incentive to create more obligations for
companies operating on its territory than in fact apply in other countries where the threshold
may be higher. There is thus a question here of the need for cooperation among all countries.

1-106-0000

Sven Giegold (Verts/ALE) – Thank you. This is all a bit chaotic as I see it, because of the
previous speaker.

I will switch to English as that is easier. I have three concrete questions.

First, after the revelations, do you consider that there has been a breach of anti-money
laundering obligations by Portugal, given that statistics on cross-border transfers of capital were
not published in the past as foreseen?

Second, have you decided to monitor specifically those banks which were left unchecked in the
past and which are involved in the Panama Papers, and have you opened prosecution
proceedings against these banks?

Third, we are not really sure who is ensuring that anti-money laundering controls in Portugal
are really being enforced. Do you think that this has to be clarified in order to ensure that anti-
money laundering obligations are really implemented?

1-108-0000

Fernando Rocha Andrade, Secretary of State, Tax Affairs, Portugal. – I should like to start
by clarifying that all the obligations to which I referred in connection with offshore transfers
apply purely in the area of taxation and are separate from the control system in relation to money
laundering, i.e. in the Portuguese legal system, the reporting of transfers and the reporting of
operations in relation to the financial instructions that must be notified under anti-money
laundering legislation are items of information to be notified to the Bank of Portugal rather than
to the tax authority.

This is therefore a different system, and there is no issue here of shortcomings or any issue
relating to money laundering. The indication that I have – Portugal was visited by the FATF a
few weeks ago and we will thus have a more independent assessment in a few months’ time –
the impression that I have is that the control system in Portugal, which is based on reporting to
the Bank of Portugal and controls as part of a twin system involving the Judicial Police
responsible for criminal investigations and independent magistrates in the public prosecution
service, actually functions well.

With regard to the other points which you mentioned, in addition to the tax component, of
course under Portuguese law the tax authority is obliged to report anything that may indicate
criminal activity to the judicial institutions. The Secretary of State does not intervene in any
way – nor should there be any such intervention – and I believe that closer attention is now



30-05-2017 29

being paid to financial situations surrounding these transfers, or at least, if you will allow me a
note of black humour, any that still exist.

1-109-0000

Sven Giegold (Verts/ALE). – I have to say that I am a bit surprised because violations, tax crimes,
should be a predicative offence to money laundering, so therefore separating these two spheres
totally, as you answered, seems bizarre. So could you clarify why these two sides are not
cooperating? Also, when you have findings on money laundering, that should obviously be going
to the banking supervision, so therefore effective cooperation is key and your answer seems to
indicate that Portugal truly needs stronger cooperation between the different bodies.

1-110-0000

Fernando Rocha Andrade, Secretary of State, Tax Affairs, Portugal. – In that case perhaps I
should clarify, I may not have been entirely clear. The whole anti-money laundering control
system, which, moreover, is derived from the directive as far as financial institutions are
concerned, is carried out through communications from the banks to the supervisory body,
which is the Bank of Portugal. These communications are fully accessible to the judicial
authorities, and this communication system therefore complies with the directive on money-
laundering in relation to the reporting of suspicious operations.

The reporting of transfers to offshore centres is done for fiscal rather than anti-money
laundering purposes. Naturally, and as I said, 1) the tax authority is a body that is integrated
into the anti-money laundering control system, 2) in general terms, with regard to money-
laundering or any other crime, if the tax authority detects any criminal activity or indications of
any criminal activity, in particular money laundering, it will report it, and, therefore, if there
are indications of money-laundering crime in any transfers to offshore operations and these are
detected by a purely tax-related system, it is mandatory to report these facts to the judicial
authorities which are responsible for criminal proceedings in relation to money-laundering.

1-111-0000

José Manuel Fernandes (PPE). – I shall split this into two parts, and the answer to my first
question will be yes or no, and it has already been asked by my colleague Nuno Melo; the
government to which you belong reduced the black list to three tax havens. My question is: did
the government consult the tax authority, or did it not?

1-112-0000

Fernando Rocha Andrade, Secretary of State, Tax Affairs, Portugal. – The tax authority was
involved in the whole process and its opinion was heard throughout the process that led to the
drafting of the directive. Moreover, there are a large number of previous opinions issued by the
tax authority and the Portuguese Centre for Fiscal Studies, and the tax authority was involved
in the procedure and in the actual order.

1-113-0000

José Manuel Fernandes (PPE). – Secretary of State, can I conclude that the tax authority was
consulted and gave a favourable opinion?

1-114-0000

Fernando Rocha Andrade, Secretary of State, Tax Affairs, Portugal. – If you mean whether I
sent the agreed draft order to the Centre for Fiscal Studies for its opinion and the Centre for
Fiscal Studies produced a document on the draft order, then my answer is no. It was not done in
this way, and my understanding is that this is not what the law requires.

1-115-0000

José Manuel Fernandes (PPE). – Then I can conclude the opposite, that the tax authority was
not consulted.

1-116-0000

Fernando Rocha Andrade, Secretary of State, Tax Affairs, Portugal. – You are naturally free
to conclude whatever you want from the information I gave you. I said exactly what I said.
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1-117-0000

José Manuel Fernandes (PPE). – Fine, I conclude that the tax authority was not consulted.

1-118-0000

Chair. – I cannot see any more questions. My thanks to you, Mr Andrade.

We will have a fact-finding mission to Portugal in three weeks’ time. But you were willing to
come today: thank you for being here. I will now close the meeting and wish you all the best.
When we come to Portugal we will have the chance to discuss any outstanding matters in detail.

I will close this meeting and interrupt proceedings for four minutes. There will then be a meeting
for the coordinators, which will be in camera. I would be grateful if everyone who should not
be at that meeting would leave the room in the meantime. Thank you.

(The sitting closed at 17.30)


