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Introduction 
 

 Mr Chairman, distinguished members of the European Parliament, thank 

you for inviting EY to this important hearing. We welcome the initiative of 

the European Parliament in examining this important issue.  

 

 Today, EY’s professionals work with more than 200,000 clients in more 

than 150 countries. These clients include very large companies, but also 

many entrepreneurs, family businesses and aspiring SMEs who are the 

engines of economic growth. They are creating the jobs we need in the 

European Union.   

 

 From a tax perspective, we help companies, governments and tax 

authorities to work together to drive cooperative tax compliance.  

 

 Parts of the cross-border tax architecture have not kept up with the pace 

of change in business practices both in the EU and beyond. Cross-

border trade is an essential part of growing our economy in Europe. But it 

is important that trade is undertaken in as certain a tax environment as is 

feasible. Uncertainty aids no-one.  



 That is why we welcome the efforts of the OECD  this area and we 

applaud the Commission’s intention to align our European efforts with 

those OECD developments. 

 

 EY is committed to playing a full part in the design of a tax system that is 

fit for the 21st century.  

 

 Today, we are seeing increasing engagement by a far broader spectrum 

of stakeholders in tax matters. Previously this had been the domain of 

technical experts in governments and the tax profession. 

 

 Tax rulings provided by individual governments to businesses have come 

under scrutiny as part of this debate. But it is important to appreciate the 

role that rulings play in providing certainty and clarity, which can facilitate 

investment and trade. 

General characteristics of an efficient tax system 

 

 Before I turn my attention to the specific role that tax rulings play, let me 

spend a few moments on the wider importance of the tax system in 

supporting trade and growth. 

 

 Cross-border trade is a key driver of economic prosperity. In this context, 

Member States will continue to compete to attract inbound investment.  

 



 Tax is a cost of doing business, just like payroll costs or the cost of raw 

materials. So for companies, it is crucial to have certainty and clarity on 

how their activities and profits are taxed. It is also important for Member 

States. Without this certainty and clarity in place, trading both within and 

beyond our European borders will not achieve its full potential. And 

Member State tax revenues will suffer as a result. 

 

 A tax system that supports economic activity (and trade within the 

European Union as well as with our international trade competitors) 

should include the following key characteristics.  

 

1. Firstly, in principle, profits should be taxed once. It should be clear 

where trading profits will be subject to tax. 

 

2. Secondly, where profits are taxed should reflect where the activity, risk 

or capital is located. This is one of the key principles of the OECD/ 

G20 action plan to tackle Base Erosion and Profit Shifting. Where two 

countries want to tax the same profit, it is important that they agree 

which of them should tax how much of that profit. But this is easier 

said than done.  There are more disputes between countries each year 

and these disputes are not being settled very quickly.  

 

It is therefore imperative that tax regimes include mechanisms that 

allow Member States to resolve differences of view swiftly and 

efficiently. 

 



3. Thirdly, the tax regime should provide as much certainty as possible. 

This certainty at a country level will help companies to decide how, 

when and where to make long-term investments that drive growth, jobs 

and profits. Governments, in turn, will benefit from the resulting 

increase in tax revenues.   

 

4. Fourthly, an effective tax regime should provide the opportunity for 

active cooperation between governments and taxpayers, and between 

the Member State tax administrations themselves, to avoid disputes 

and to drive efficiency. 

 

5. And finally, tax regimes should be transparent. 

 

Transparency 

 

 There are two specific levels of transparency that I would like to cover. 

Firstly transparency between companies and the various tax authorities 

to whom they pay their taxes and indeed between tax administrations 

themselves. Secondly, transparency between companies and a wider 

group of stakeholders, including the general public. 

 

 As a basic principle, a company should only do things which it would be 

happy to disclose to the relevant tax authorities. But business 

transactions can be complex. As such, in many cases, companies need 

a confidential channel of communication with the tax authorities to 

discuss and agree the tax consequences of a transaction before it takes 

place. 



 

 As part of this dialogue, the tax authorities should receive information 

which is useful to them. So there has to be a balance between the 

quantity and quality of information requested. Too little information may 

not result in the right answer. But too much information can be expensive 

to prepare and difficult to analyze within a reasonable timeframe.   

 

 Business transactions are often time critical. So a balance has to be 

struck. A balance that is good for business and the economy. But a 

balance that also reflects the broader public interest. 

 

 There has been much debate about the need for greater transparency 

between companies and the broader public. While transparency is a 

good thing, we need to find the right balance on public transparency. 

Some of the information shared by companies with their tax authorities is 

commercially sensitive and likely to be market sensitive. For example, a 

tax ruling or clearance on a potential major transaction.  

 

 Similarly transfer pricing studies often go into great detail about the way 

a company is organized, its products and services and its operating 

strategy. It is important that taxpayers can engage openly with tax 

authorities in a confidential environment.  

 

The role of rulings 

 I would like to briefly cover how tax rulings play a vital role in the clarity 

and certainty of a tax regime. 



 

 Tax laws have to be written using technical language to cover countless 

business activities. Administrative guidelines and court decisions give 

some further instructions. But they are limited in scope and cannot 

foresee all potential structures, functions or business activities. It is not 

surprising that companies and even governments face uncertainty into 

how a transaction may be taxed. It is widely recognized that tax rulings 

are a valuable tool to manage that kind of uncertainty. 

 

 There must be a clear distinction drawn between rulings that provide 

certainty and rulings that offer selective incentives. 

 

So what changes might be considered? 

 

 So what changes might be considered? 

 

 One example of tax rulings delivering certainty is where a company and 

a tax authority seek to agree in advance the appropriate transfer price for 

a cross border transaction, known as an Advance Pricing Agreement 

(APA). APAs are good as they promote certainty. But there is no 

common European framework guiding their form and function. The 

Commission, Parliament and Member States could define some best 

practices for these and provide practical and consistent guidance. 

 

 This guidance could cover the following: 

 



 Firstly, each application for an APA should be supported by a 

comprehensive functional and factual analysis. 

 

 Secondly, each APA should be examined from the perspective of every 

Member State that is affected by the transaction. This will ensure that the 

agreed price is fair and valid from everyone’s perspective. This will also 

help ensure that the underlying transaction is being made on an 

independent basis.  

 

 Thirdly, the analysis should be reviewed by a specialist transfer pricing 

review team with the right experience within the relevant tax 

administration and shared with the tax authorities in other affected 

Member States. 

 

 Finally, governance protocols should exist within the tax administration to 

ensure equal treatment between taxpayers.  

 

 Following such processes should help ensure that APAs consistently 

result in a fair and balanced answer.  Achieving higher levels of clarity, 

guidance and thus economic certainty around certain tax issues is an 

example of one area where the European Union can make a tangible 

difference.  And EY is committed to playing its part in this debate. 

 

Thank you again for the opportunity to address you and I look forward to 

your questions. 

 


