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Dear reader,
On 1st March 2018, the European
Parliament decided with an overwhelming
majority to create the Special Committee
on Financial Crimes, Tax Evasion and Tax
Avoidance (TAX3). The TAX3 Committee
is the fourth consecutive Committee
dedicated to these topics.
During this mandate, the European Parliament has been very vocal and
influential in this area. Political lines have moved towards a more effective fight
against money laundering, tax evasion and tax avoidance. In the last five
years, much more progress has been made than in the decade before.
Since the start of this parliamentary mandate, the anti-money laundering legal
framework has been improved bank secrecy towards tax authorities has been
abolished and two anti-tax avoidance directives have entered into force, which
prevent aggressive tax planningg schemes, boost tax transparency and create
a level playing field for all businesses in the EU.
We are however not at the end of the road. Works need to continue and be
followed-up by the European Parliament.
The recent cases of massive money laundering in Denmark and Estonia
(Danske Bank), Latvia (ABLV bank), Malta (Pilatus) and the Netherlands (ING)
show that more work needs to be done. From the hearing and study visits we
had since March, we have learned that the legal framework is there, however,
implementation and enforcement of EU legislation are weak. The European
Commission has immediately taken action against Member States reluctant to
transpose the anti-money laundering Directive on time. This is to be welcomed.
Banking supervision also needs to be improved at EU level. I therefore very
much welcome the Commission’s proposals to further strengthen the
supervision of EU financial institutions to better address money-laundering
threats in the banking sector.
The TAX3 Committee builds on the work of its predecessors (the TAXE, TAX2
and PANA Committees). We have also started examining new issues, such as
digital taxation and VAT fraud. In the coming weeks we will address the issues
of national citizenship programs (so-called Golden Visas), shell companies and
free ports.
At the end of this mandate, our committee should send clear and strong
messages to our citizens and businesses to show that the European
Parliament matters and is key in the fight against tax crimes, tax evasion and
tax avoidance.
I hope you enjoy reading our newsletter,
Petr Ježek
Chair of the TAX3 Committee
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"Digital companies must pay a fair amount of taxes"
On 27 March, 5 days after the TAX3 constitutive meeting, the Members of the TAX3 Committee met with Commissioner
Moscovici. He stressed that the European Parliament should continue to exert political pressure to ensure that the necessary
reforms are adopted to put an end to tax evasion and the culture of secrecy. He also welcomed that the mandate of the new
TAX3 Committee covers the impact of VAT fraud, which can lead to lost revenues of over €50 billion a year for EU Member
States, according to the most cautious estimates.
The hearing focused on the digital taxation proposals. Commissioner Moscovici stressed that a long-term solution needs to be found on
a legal definition of what constitutes digital presence in a country and to integrate it within the CCCTB Directive. However, a temporary
solution is needed until a global agreement at OECD level is found. According to the current proposal, an interim digital service tax
would apply would be applied at a rate of 3% on gross annual revenues in the EU derived from specific digital services, due in the
Member State(s) where the users involved are located.
To questions on the possible discriminatory nature of the proposal, the Commissioner recalled that the new rules do not target any
individual companies, sector or nationality : it covers all companies, both EU and non-EU that have a significant digital presence in the
Union, with the goal of ensuring a level-playing field for all businesses operating in the EU, large or small, regardless of how digitalised
that company is.

Further information:
Extracts from the exchange of views with Pierre Moscovici (video)

"Combatting Money Laundering in the EU Banking system"
On 27 April, the committee held a public hearing on "Combatting Money Laundering in the EU Banking system".
The first panel focused on concrete examples of money laundering risks in some banking sectors within the European Union: the ABLV
Bank in Latvia, the Pilatus Bank in Malta and the Danske Bank and the Versobank AS in Estonia. Representatives from supervisory
and investigative authorities from those Member States were invited to debate with Members on these cases.
The second panel was devoted to discussions with representatives from the European Banking Authority, the Single Resolution Board
and the European Central Bank on how to strengthen checks and controls to fight effectively against money laundering.
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From the discussions, it seemed clear that a banking business model mostly based on foreign deposits presents serious Money
Laundering and Finance of Terrorism (ML/FT) risks and that efforts to decrease the level of foreign deposits could be an efficient tool to
tackle these risks. It also appeared that the relevant authorities should spare no effort when carrying out due diligence checks and that
improving cooperation between supervisory authorities is key in the fight against ML/FT.
In this regard, it seems that following the Panama and Paradise Papers allegations, supervisory cooperation has increased significantly
and many supervisors have enhanced their supervision by including new risks in their supervisory reviews or issuing updated
supervisory guidance on AML and tax evasion. There was a large consensus in favour of moving towards a single EU supervisory
authority to tackle money laundering in Europe and a European Financial Intelligence Unit.
Given the emerging scandals involving other banks in the EU, the Committee will hold another hearing on this issue on 21 November.

Further information:
TAX3 public hearing on "Combat of Money Laundering in the EU banking system"

"The fight against harmful tax practices within the European Union and abroad"
On 15 May, the committee held a public hearing on "The fight against harmful tax practices within the European Union and
abroad”. The first part consisted of an exchange of views with Ms Emily O'Reilly, the European Ombudsman, on the
transparency of the Council's work in the tax area. The second part brought together experts from the Commission,
academia, and NGOs to discuss the EU list of non-cooperative jurisdictions.
It was clear from the discussion with the Ombudsman that her Recommendation of February 2018 on the Transparency of the Council
legislative process is of relevance to the taxation field. The Ombudsman went on to state that issues concerning the “Code of Conduct
Group on Business Taxation Administrative practices and Documents” could fall within the scope of the Ombudsman's mandate insofar
as this group is a formal preparatory body of the Council.
With regard to the list of tax havens, all participants agreed that having a list was a good step forward in the fight against harmful tax
practices. However, there was criticism of the methodology and criteria applied by, and the working methods of, the institutions
involved. The criteria adopted were criticised because they tended to produce the listing of jurisdictions economically smaller in
absolute terms, whereas actual harmful jurisdictions in light of the scale of their cross-border financial services activity were unlikely to
be included.

The lack of transparency in the process of listing and de-listing countries was also criticised. The Commission stated that the fact that a
country is moved to the "grey list" should be considered an achievement because of the commitments taken by that country to
cooperate and remove unfair tax practices. Participants also discussed existing harmful tax practices in some Member States and the
need for more coordination between Member States on the sanctions/counter-measures to impose on non-cooperative jurisdictions.

Further information:
TAX3 public hearing on "The fight against harmful tax practices within the European Union and abroad"
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“Taxation and fight against money laundering: crypto currencies, digitalisation
and the European Semester”
On 7 June, the TAX3 Committee held a workshop on the "Taxation and fight against money laundering: crypto currencies,
digitalisation and the European Semester".
Two exchanges of views took place, respectively with Professor R. Houben
(Professor at Antwerp University), Ms E. Hadzhieva, (Founder and Director at
Dialogue for Europe) and Professor John Vella (Oxford University Centre for Business
Taxation).
In both cases, they provided in-depth analysis of the current and foreseeable
challenges fostered in one case by virtual currencies and blockchain and their
implications for financial crime, money laundering and tax evasion and in the other
case by digital taxation in general, updating the analysis with the assessment of
technological and recent regulatory developments.

Further information:
Workshop on the “Taxation and fight against money laundering: crypto currencies, digitalisation and the European Semester”

"Lessons learnt from the Paradise Papers"

On 21 June, the committee held a public hearing on the "Lessons learnt from the Paradise Papers". The first panel discussed
whether the Paradise Papers had exposed loopholes in EU Tax Legislation. Representatives from the OECD, the investigative
journalists consortium and the academia participated in this panel. The second panel focused on alleged aggressive tax
planning schemes within the EU and included representatives from Nike and McDonald’s.
With regard to the first panel, Members expressed particular interest in country-by-country reporting; implementation of BEPS;
legislation to counter lawsuits to silence journalists (SLAPP) and to protect whistle-blowers; ways to increase transparency; ways to
improve the fight against money laundering and the effectiveness of the EU's black and grey lists of non-cooperative third countries.
With regard to how successful BEPS has so far been, the OECD urged caution since implementation of the measures is still underway
and therefore it is still too early to assess. In fact, CBCR is applying for the first time this year. Another aspect of debate was the legal
difficulties faced by investigative journalists in their work and the need to protect them from abusive legal action.

Irene Yates
Vice-President Corporate Tax, McDonald’s

Patricia Johnson
Vice-President and Chief Tax Officer, Nike Inc.
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Corporations participating in the second panel expressed their reluctance towards public country-by-country reporting and, following
remarks from the McDonald's representative at the meeting, MEPs requested clarifications on some aspects of the Unhappy Meal
report which the company considers inaccurate and misleading. The McDonald’s representative committed to consider the request.

Further information:
Public hearing on "Lessons learnt from the Paradise Papers"

Meeting with Commissioner Jourova - “Infringements procedure on anti-money
laundering transposition”
On 25 June, Commissioner Vera Jourová described the latest developments on antimoney laundering cooperation, both within the EU and with third countries.
The Commissioner informed the Members that 20 Member States have not transposed the
Anti-Money Laundering Directive satisfactorily (deadline for transposition was June 2017).
Hence, the Commission opened infringement proceedings.
As regards third countries, the Commission is developing a new methodology to assess the
potential risk of third countries in the area of money laundering in order to create an
autonomous EU list of risk countries. Finally, Ms Jourova described the pending legal
initiatives the EC is working on such as cooperation between financial intelligence units
within the EU, protection of whistle-blowers and developing enhanced banking supervision to
fight against money laundering. Members called on the Commission to also analyse the risks posed by "Golden visa" schemes
introduced by several EU Member States.

Further information:
Transcription of the meeting (verbatim)

“The use of tax frauds – including VAT carousel fraud – to finance terrorism"
On 28 June, Members of the TAX3 committee held a hearing together with their counterparts from the special committee on
terrorism (TERR), to discuss the role that tax fraud, including VAT carousel fraud, plays in financing terrorism.
At this hearing, Members heard an investigative journalist who reported on concrete cases, a Europol representative, an Attorney
General working on financial crime, and a representative of Schwarzthal Kapital, a financial research company.

The speakers shared knowledge and experience on how money from the formal economy could be transferred to the shadow/black
economy using tax fraud schemes that may also be used to channel profits towards terrorist activities. The hearing clearly showed that
VAT fraud provides a crucial source of regular and easy funding for terrorist organisations, including the planners of the Paris attacks.
Particular focus was placed on VAT carousel fraud because it takes advantage of VAT features to establish a network of shell
companies resulting in non payment of VAT due, which can then be pocketed by terrorist organisations.
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Experience and best practices on daily enforcement and cooperation to tackle this source of financing were shared with both
committees.

Further information:
Public hearing on "The use of tax frauds – including VAT or carousel fraud – to finance terrorism"

Public hearing on "VAT Fraud"

On 28 June, the TAX3 Special Committee heard from four expert speakers on ways to reduce VAT fraud. Member States in the
European Union are losing around EUR 150 billions in VAT revenues annually due to fraud, mainly cross-border fraud, and
inadequate tax collection systems. One can wonder why a solution to tackle VAT fraud could not be found while the problem
has been known since the introduction of the EU VAT transitional system in the nineties.
Representatives from the European Court of Auditors, the Commission, Eurofisc, and tax campaigner Richard Murphy attended the
hearing. Discussions focused on Member States’ reluctance to moving forward towards a definitive VAT regime and the next steps the
Commission envisages on VAT reform, including the introduction of favorable treatment to reliable taxable persons. They also
discussed the need for EU countries to better acknowledge the serious problem posed by VAT fraud and the urgent need to combat it
effectively. In particular, Members and experts insisted on the need for effective cooperation between Member States’ tax authorities.

Further information:
Public hearing on "VAT Fraud"

Fact-finding mission to Washington D.C.
On 16-18 July, a delegation of 8 Members led by Chairman Petr Ježek conducted a mission to Washington DC. They met
representatives from the US Treasury and Justice Departments, Congress, the Financial Crimes Enforcement Network
(FinCEN), the IMF and World Bank, as well as with ICIJ journalists and representatives of Apple.
Discussions focused on transatlantic cooperation in the fight against financial crimes and tax evasion, and on ways to improve
transparency on tax and beneficial ownership information at international and OECD level. The main findings of the visit are the
following:
The US tax reform might in some points not be compatible with the WTO agreement. The US administration will however not
change anything unless forced by the outcome of a litigation case.
There is a need to clarify the principle of taxation taking place where value is created. Is it where investment is made? Where
intangible assets are located? Do consumers create value?
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Evidence in the Paradise Papers shows that very well-known banks put intermediaries in difficulty by telling them that they are
Ultimate Beneficial Owners (UBO) while it was clear from the beginning that it is not the case. Intermediaries then take the risk of
starting business because they know that this risk is shared with the bank.
On UBO transparency, there are some moves towards more transparency at federal level, notably following Delaware's openness
to consider the issue.

Further information:
Fact-finding mission to Washington D.C.

Fact-finding mission to Riga
A TAX3 delegation visited Riga on 30-31 August in order to meet with tax experts and the Latvian authorities. This visit aimed
at better understanding the details of the ABLV bank voluntary liquidation, formerly the third largest Latvian bank. This
liquidation was decided after a US Department of Treasury warning regarding the bank's help in financing North Korea’s
nuclear program.
The Delegation started its work with a visit to the Free Port of Riga, building on previous experiences in order to have a clearer idea of
how it works regarding tax rebates and control of goods. In the afternoon, several meetings were held with both civil society
stakeholders as well as the Latvian Financial Association and the team of liquidators of the ABLV bank.
During the second day, political counterparts including the Minister of Finance and the corresponding committees of the Latvian
parliament had lively exchanges of views and ideas with the TAX 3 delegation.
During the meetings and the press conference MEPs highlighted that a more comprehensive enforcement of law and EU Directives by
local authorities together with closer coordination between Member States and third countries is needed to better tackle tax evasion and
money laundering. The main findings/ recommendations of the visit are the following:
Latvia has introduced a law banning shell companies. Many institutions recommend that this law be introduced at EU level. Many
interlocutors also recommended converting the current EU directive on countering money laundering into a Regulation, instead of a
Directive.
Latvia introduced a beneficial ownership register at the end of 2017 which is free of charge. Every legal person has to register. It is
a criminal offence to submit incorrect information to the register.
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The "Golden visas" programme does not work anymore. No information has been made public on who obtained visas in the
framework of the Golden visa programme.
Many of the stakeholders met by the delegation called for the ECB to be mandated to supervise money laundering issues.
The Chair of the FIU called for a stronger EU list of high risk countries. Commonwealth of Independent States countries are not
considered as high risk countries by FATF, so they were not considered as risky by banks. ´

Further information:
Fact-finding mission to Riga

Public hearing on "Digital Taxation"
On 10 September, the Committee organised a hearing on "digital taxation" with
experts from the European Commission and the OECD. With this hearing the TAX3
Committee gave full effect to its mandate of contributing to the ongoing debate on
taxation of the digital economy.
Mr Eduard Folch Sogas and Mr Bart Van Raaij, from Commission DG TAXUD, presented the
two proposals made by the Commission in March 2018. For the Commission it would make
sense to have a solution on digital taxation at international level, but since this global
solution would take time to materialise, it has considered it appropriate to take action in the
meantime.
In the Commission’s view, today’s international corporate tax rules are not fit
for the realities of the modern global economy and do not capture business models that can
make profits from digital services in a country without being physically present. Current tax
rules also fail to recognise the new ways in which profits are created in the digital world, in particular the role that users play in
generating value for digital companies. As a result, there is a ‘mismatch’ - between where value is created and where taxes are paid.
The proposals intend to address this loophole.
Mr Eric Robert, from the OECD, outlined the position of OECD Members on the taxation of the digital economy. He recalled that the
OECD is supportive of a solution at international level, but also recalled that Member States have sovereignty over their tax policies. He
referred to the OECD Interim Report on Tax Challenges Arising from Digitalisation, the most important chapters of which are Chapter 5,
‘Adapting the International Tax System to the Digitalisation of the Economy’, which sets out the alternative views of countries on the
need for long-term restructuring of international tax rules, and Chapter 6, ‘Interim Measures to address the tax challenges arising from
Digitalisation’, which sets out the conflicting positions of countries on the need for interim measure turnover taxes. He highlighted that
he is witnessing a new dynamic at OECD that makes the organisation optimistic about the possibility to reach a common global position
on digital taxation by 2020.

Further information:
Public hearing on "Digital Taxation"
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Upcoming TAX3 meetings and fact-finding mission

26 September - Public hearing on "The third country dimension in the Fight against Tax crimes, Tax Evasion and Tax
Avoidance"
1st October - Public hearing on “Relations with Switzerland in tax matters and the fight against money laundering”
10 October - Meeting with Mrs Lapecorella, Chair of the Code of Conduct Group on Business Taxation - Public hearing with
the Kering Group.
15 October - Public hearing on "Golden visas and other national schemes providing tax privileges (freeports, Special
Economic Zones)"
18 October - Presentation of studies
21 November - Public hearing on "Combatting Money laundering in the EU banking sector" - Public hearing on "Alleged
financial crimes, tax evasion and tax avoidance in Slovakia and Malta" (tbc)
22-24 November - Fact-finding mission to Isle of Man
27 November - TAX3 meeting with one Commissioner - Consideration of draft report of TAX3
10 December - TAX3 meeting with two Commissioners

Useful links

Information page on TAX3 Report
Presentations, speeches and replies to questionnaires from hearings
Transcriptions of the meetings and press releases
Official letters (Invitation letters, letters related to request of request of documents)
Coordinators' decisions
TAX3 hearings, workshops and missions
Supporting analyses (Studies, briefings, fact sheets)
Committee mandate (powers, numerical strength and term of office) as adopted by the European Parliament on 1.03.2018
List of members of the TAX3 Committee
For further links, please visit the TAX3 website.

TAX3 Bureau, Coordinators, Co-Rapporteurs and Shadow-Rapporteurs

Bureau:

Chair: Petr Ježek (ALDE)
1st Vice-Chair: Roberts Zile (ECR)
2nd Vice-Chair: Eva Joly (Greens/EFA)
3rd Vice-Chair: Esther De Lange (EPP)
4th Vice-Chair: Ana Gomes (S&D)
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Coordinators:

Dariusz Rosati (EPP Coordinator)
Tom Vandenkendelaere (EPP Deputy Coordinator)
Peter Simon (S&D Coordinator)
Monica Macovei (ECR Coordinator)
Nils Torvalds (ALDE Coordinator)
Sven Giegold (Greens/EFA Coordinator)
Martin Schirdewan (GUE/NGL Coordinator)
David Coburn (EFDD Coordinator)
Mario Borghezio (ENF Coordinator)

Co-Rapporteurs:

Ludek Niedermayer (EPP)
Jeppe Kofod (S&D)

Shadow-Rapporteurs:

Roberts Zile (ECR)
Wolf Klinz (ALDE)
Molly Scott Cato (Greens/EFA)
Miguel Urbán Crespo (GUE/NGL)
Marco Valli (EFDD)
Mario Borghezio (ENF)

Contacts and suggestions

For further information, please contact TAX3-secretariat@europarl.europa.eu or visit the TAX3 website.

Head of Secretariat:

Assistants:

Benoit Wets

Cinti Torrens Bermo (Committee assistant)

Administrators:

Odila Esposito

Francisco M. Ruiz-Risueño

Iban Cuadrat Seix

Gabriel Alvarez Recarte
Cecile Remeur
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