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Tax Policy Update 
1  12 April  

HIGHLIGHTS 

• European Commission calls for energy tax measures and abandoning unanimity for energy tax policies 

• European Parliament publishes study on audit reform, including provision of tax services 

• EU Finance Ministers discuss future tax priorities and next steps for digital taxation 

• Accountancy Europe launches EU election campaign with tax high on its agenda 

 

European Commission  

C publishes report on profit split  
March 

The European Commission s Joint Transfer Pricing Forum (JTPF) has published a report on the application of the 

profit split method in the EU. The report clarifies key concepts, under which conditions to use the method and how 

to split the profit. 

JTPF feels that the profit split method is currently under-used, but that it could become more prevalent in the future 

with the emergence of new business models. Therefore, the report underlines the need to collect further data and 

monitor the practical application of the profit split method in order to evaluate whether the mechanism could be 

further clarified and to explore ways of simplification. 

Commission publishes Communication on energy policy, calls for energy tax 
measures  9 April 

The European Commission has published its anticipated Communication on more efficient decision making in the 

EU s energy and climate policy. The Communication goes to great lengths at emphasising the need to move to 

qualified majority voting (QMV) on energy tax initiatives, and lists those energy tax initiatives that the Commission 

would consider to be most pertinent. 

https://ec.europa.eu/taxation_customs/sites/taxation/files/report_on_the_application_of_the_profit_split_method_within_the_eu_en.pdf
https://ec.europa.eu/taxation_customs/sites/taxation/files/report_on_the_application_of_the_profit_split_method_within_the_eu_en.pdf


These energy tax priorities include: 

• Energy taxation should support the clean energy transition 

o Provide incentives to reduce emissions and improve resource efficiency, through environmentally 

consistent tax rates 

o Steer behaviour to meet wider societal needs and climate change objectives 

o The taxation regime should better reflect the full external costs of goods and services by a 

consistent a  

o Use of a carbon tax leading to greenhouse emission reductions and overall energy savings 

o Coherent framework both for transport and heating fuels 

• Energy taxation should contribute to sustainable and socially-fair growth 

o Facilitating the deployment of key technologies that contribute to low carbon growth 

o Robust legislation to remove obstacles and trade barriers in the Energy Single Market 

o Minimising distortions deriving from different tax rates on competing fuels 

• Energy tax reform should reflect social equity considerations 

o Accompanying measures are necessary to ensure that tax shifts in energy and climate policies are 

socially acceptable (prevent Gilets Jaunes etc.) 

o Environmental taxation revenues can be used to favour the transition of economic sectors by 

allowing reduction of labour taxation 

Next possible Commission President unenthusiastic 

In the meanwhile, whilst the Commission administration evidently appears to consider environmental taxation as a 

next major priority, these feelings are not necessarily shared with the Commission s future political leadership.  

Indeed, the leading candidate for the next Commission President, Manfred Weber, highlighted at a recent event by 

the think tank Bruegel that he sees no need for further measures  including taxation  to help address the EU s 

carbon reduction goals. Moreover, he appeared unenthusiastic about establishing a common EU energy taxation 

framework or introducing QMV for energy tax policies, despite supporting QMV when it comes to digital taxes. 

 

European Parliament 

New European Parliament study on EU financial interests and VAT fraud  8 
April 

The European Parliament has published a study on the protection of EU s financial interest on customs and VAT, 

and cooperation of national tax and customs authorities to prevent fraud. 

This study aims to describe the current levels of fraud and map and analyse the effectiveness of the EU cooperation 

measures in tackling VAT fraud. The study concludes that the lack of methodology for measuring customs gap or 

its elements, such as losses from customs fraud, prevents tailored risk based policy responses. Moreover, the study 

argues that current cooperation channels are underused, but recent developments have been positive and new 

proposals are expected to strengthen the joint fight against fraud. 



European Parliament publishes study on audit market reform, including on 
provision of tax services  10 April 

The European Parliament s study on the EU s audit reform has been published. The study was conducted by 

Professor Marleen Willekens, and commissioned at the suggestion of the MEP Kay Swinburne (ECR/UK). 

The study looks into audit market concentration, competition and costs in the EU statutory audit market before and 

after the audit reform. It argues that the aggregate audit market concentration in the EU is still high and did not 

decrease that much, but auditor switching and market share mobility increased. 

However, the study also claims that mandatory firm rotation (MFR) led to decreased market share by the Big Four 

but only in those Member States with relatively strict implementation of MFR. 

The provision of non-audit to public interest entity (PIE) audit clients  including tax services  also decreased as a 

result of the new audit reform measures. 

The study emphasises that its results are very early stage as it only looked into the first year of the rules being more 

properly in place (2017) and one year of implementation (2016). It also suggests areas for further research. 

 

 

Council 

 4 April 

The Council has been notified of the European Parliament s recent Plenary vote on the public country by country 

reporting (CBCR) file. This is unlikely to produce any immediate movement within the Council, where public CBCR 

remains blocked by a group of blocking minority of EU Member States led by Germany. However, the Parliament s 

vote on its position will force the Council to re-discuss the matter. 

For further information on the Plenary vote, please see Accountancy Europe s Tax Policy Update from 29 March. 

Informal ECOFIN discusses future tax priorities and digital taxation  6 April 

EU Finance Ministers gathered at an informal ECOFIN meeting in Bucharest to discuss the future taxation priorities 

of the EU as well as next steps for digital taxation. Although the informal ECOFIN seldom leads to tangible outcomes, 

the discussions do give an indication to what to expect in the near future. 

Future tax priorities 

Prior to the ECOFIN, the European Commission circulated to Member States a discussion document ( non-paper ) 

to frame the Finance Ministers  meeting. The document considers that looking forward, the next three tax priorities 

ahead are continued work to address aggressive tax planning, adapting the tax system to new technologies  

including new forms of work, and creating a green tax system. 

Interestingly, the Ministers also discussed the possibility of shifting away the tax burden from lower paid labour, 

and adapting the tax system to new forms of work. 

http://www.europarl.europa.eu/RegData/etudes/STUD/2019/631057/IPOL_STU(2019)631057_EN.pdf
https://data.consilium.europa.eu/doc/document/ST-7742-2019-INIT/en/pdf
https://data.consilium.europa.eu/doc/document/ST-7742-2019-INIT/en/pdf
https://www.accountancyeurope.eu/wp-content/uploads/190329_Tax-Policy-Update_Accountancy-Europe.pdf
https://www.accountancyeurope.eu/wp-content/uploads/190329_Tax-Policy-Update_Accountancy-Europe.pdf
http://europa.eu/rapid/press-release_SPEECH-19-2021_en.htm
http://europa.eu/rapid/press-release_SPEECH-19-2021_en.htm


What next for digital taxation 

The Finance Ministers also agreed that in May ECOFIN a dedicated discussion will be held to come up with a 

common EU position on the OECD process for digital tax reform. Non-G20 countries such as Luxembourg were 

particularly keen on this idea, as it would enable them to have a say in the process. 

The OECD is scheduled to find an international agreement for taxing the digitalised economy in 2020, with an interim 

report or work plan expected for the June G20 meeting. 

The European Commission also re-iterated at the ECOFIN meeting that if no international solution is found, the EU 

should return to working on EU-specific solutions in order to avoid the fragmentation of the Single Market. 

Finally, the Commission took the opportunity to also argue that unanimity on taxation hinders progress. At least 

Luxembourg, Czechia and Hungary expressed their objection to abandoning unanimity, however. 

Commissioner Vestager supports unilateral national digital taxes  8 April 

Commissioner Vestager has expressed her support for national unilateral digital tax measures by EU Member 

States. She thinks that this is the best way to incentivise coordinated international solutions. 

Most likely, this is part of her campaign for becoming the next President of the European Commission. By endorsing 

national digital taxes as now pushed for by France, she probably hopes to warm Emmanuel Macron up to 

supporting her bid. 

 

 

Court of Justice of the EU  Rulings  

C‑691/17: Tax authority refusing a tax deduction claim because the recipient 
of services has an outstanding tax liability  11 April 

Link 

 

International 

Austria increasing size of planned digital tax, finance minister says  3 April 

Austria plans to increase the size of its planned national digital tax targeting tech companies to 5% of their 

advertising revenue, up from the previous 3%. 

The rate increase is part of a package of measures targeting large digital businesses such as Google and Facebook. 

The package also includes lowering the VAT threshold for packages entering the country. The government hopes 

to raise more than EUR 200 million a year. 

 

 

https://www.politico.eu/article/vestager-backs-national-digital-tax-plans-competition-eu-commission-uk-france-united-states/
https://www.politico.eu/article/vestager-backs-national-digital-tax-plans-competition-eu-commission-uk-france-united-states/
http://curia.europa.eu/juris/document/document.jsf?text=&docid=212911&pageIndex=0&doclang=en&mode=req&dir=&occ=first&part=1
http://curia.europa.eu/juris/document/document.jsf?text=&docid=212911&pageIndex=0&doclang=en&mode=req&dir=&occ=first&part=1
https://www.reuters.com/article/austria-economy-digital-tax/austria-increasing-size-of-planned-digital-tax-finance-minister-says-idUSV9N1YO002
https://www.reuters.com/article/austria-economy-digital-tax/austria-increasing-size-of-planned-digital-tax-finance-minister-says-idUSV9N1YO002


French citizens call for less VAT and labour taxes, a third want to see higher 
wealth taxes  8 April 

The French government organised a Great Debate throughout the country to address t

Results of the Great Debate reveal that French citizens feel unfairly overtaxed.  

French citizens want to, in particular, see reductions in VAT and income taxes. Moreover, 28% of respondents want 

higher income taxes for wealthy earners.  

The French President Emmanuel Macron will reveal on 15 April what conclusions he will draw from the Great 

Debate exercise. 

French National Assembly votes on digital tax  8 April 

In response to the failure of the EU to deliver a harmonised digital tax, the French National Assembly has approved 

the national digital tax in a first reading vote with 55 votes in favour. Under the measure, companies providing digital 

services products like targeted advertising and digital intermediaries will be taxed. 

The French government expects to raise EUR 500 million a year through the tax. 

Mexico plans digital tax, US republicans criticize EU tax  9 April 

Mexico has become another country planning to introduce a unilateral digital tax, as the country er 

declared that digital platforms such as video streaming services will be subjected to a digital tax. 

In the meanwhile, although the EU failed to adopt its own digital tax, US Republicans still feel targeted by an effort 

to grab tax revenue that belongs to the US .  

 

OECD  

OECD opens public consultation on tax morale   10 April 

The OECD is seeking public comments on its forthcoming publication on tax morale. A first draft was presented 

and discussed at a conference on the Role of Tax Morale in Developing Countries organised by the OECD's Task 

Force on Tax and Development on 25 January 2019. The conference provided further inputs that have been included 

in this latest version for public consultation. 

Stakeholders will have until 10 May to provide their views. A final report is expected for later in 2019 . 

OECD: Reforms in a few countries drive a decline in average OECD labour taxes 
 11 April 

The OECD has published its latest Taxing wages report. The report shows that income tax and social security 

contributions declined slightly for the average worker across the OECD in 2018, driven by major reforms in only a 

handful of countries. 

Total taxes on labour costs paid by employees and employers, minus family benefits, as a percentage of the labour 

cost to the employer  was 36.1% in 2018. This represents a fall of 0.16% from 2017, and is the fourth consecutive 

annual decrease in the tax wedge on the average OECD worker. 

https://www.bloomberg.com/news/articles/2019-04-08/france-wants-tax-cuts-that-s-the-message-from-macron-town-halls
https://www.bloomberg.com/news/articles/2019-04-08/france-wants-tax-cuts-that-s-the-message-from-macron-town-halls
https://www.efl.fr/actualites/fiscal/details.html?ref=R-0340c5db-be08-4c18-b2d8-bf997d938a5a
https://www.efl.fr/actualites/fiscal/details.html?ref=R-0340c5db-be08-4c18-b2d8-bf997d938a5a
https://www.reuters.com/article/us-mexico-tax-digital-idUSKCN1RL09N
https://www.reuters.com/article/us-mexico-tax-digital-idUSKCN1RL09N
https://mnetax.com/eu-digital-services-taxes-are-de-facto-tariffs-us-republicans-say-33291
https://mnetax.com/eu-digital-services-taxes-are-de-facto-tariffs-us-republicans-say-33291
http://www.oecd.org/tax/tax-global/public-consultation-document-what-is-driving-tax-morale.pdf
http://www.oecd.org/tax/tax-global/public-consultation-document-what-is-driving-tax-morale.pdf
http://www.oecd.org/tax/taxing-wages-20725124.htm
http://www.oecd.org/tax/taxing-wages-20725124.htm


The decline between 2017 and 2018 was caused by large decreases in four countries: Estonia (2.54%), the US 

(2.19%), Hungary (1.11%) and Belgium (1.09%). Even though the tax wedge on the average worker across the 

OECD declined between 2017 and 2018, small increases in the tax wedge were actually observed in 22 countries, 

or nearly two-thirds of the OECD. At the same time, small decreases in the tax wedge were observed in the 

remaining 10 OECD countries. 

 

State Aid 

Commission concludes part of UK tax scheme gave illegal tax advantages to 
certain multinational companies  2 April 

The European Commission has found that a UK tax scheme is partly justified and does not constitute State aid, 

insofar as it ensures the proper functioning and effectiveness of the relevant tax rules. 

However, the Commission also found that the scheme unduly exempted certain multinational groups from these 

UK rules targeting tax avoidance. This is illegal under EU State aid rules. The UK must now recover the illegal State 

aid from the multinational companies that benefitted from it. 

Commission opens in-depth investigation into Slovakia's tax on the food 
retail sector  2 April 

The European Commission has opened an in-depth investigation into a tax on the food retail sector in Slovakia. The 

Commission has concerns that certain exemptions from the tax give some retailers a selective advantage over their 

competitors, in breach of EU State aid rules. 

 

Other News 

Accountancy Europe launches its EU election campaign  April 

Accountancy Europe has launched its EU election campaign, Because Voting Counts, which highlights our priorities 

for the next EU mandate. 

We believe that SMEs, tax and sustainable finance should be top priorities. On tax specifically, Accountancy Europe 

calls on the EU to modernise the tax system to meet the demands of a resource constrained and increasingly 

digitalised world. Accountancy Europe is campaign This Time I'm 

Voting. 

New Greens report criticises alleged tax race to attract the wealthiest  3 
April 

The Greens from the European Parliament have published a new report that looks into tax exemptions throughout 

the EU. The report argues that 10 EU Member States grant companies legal tax dumping arrangements and help 

them avoid taxes.  

The Greens calls the European Commission to present an action plan to put an end to harmful tax planning. 

http://europa.eu/newsroom/rapid-failover/ip-19-1948_en.pdf
http://europa.eu/newsroom/rapid-failover/ip-19-1948_en.pdf
http://europa.eu/newsroom/rapid-failover/ip-19-1950_en.pdf
http://europa.eu/newsroom/rapid-failover/ip-19-1950_en.pdf
https://www.accountancyeurope.eu/becausevotingcounts/
https://www.accountancyeurope.eu/becausevotingcounts/
https://www.thistimeimvoting.eu/?recruiter_id=201509
https://www.thistimeimvoting.eu/?recruiter_id=201509
http://extranet.greens-efa-service.eu/public/media/file/1/5920
http://extranet.greens-efa-service.eu/public/media/file/1/5920


Taxation as a reason for citizens to vote in EU elections  9 April 

Alliance4Europe has called for more robust action against EU tax havens. A common corporate tax base is needed, 

and tax being a national competence distorts the internal market, Alliance4Europe argues.  

The EU must create a more predictable tax system in order to disincentivize tax evasion, and should not hesitate to 

impose high standards at the global level. Moreover, the EU could offer a time limited amnesty to all funds 

repatriated to EU Member States from tax havens.  

Alliance4Europe is an organisation devoted to getting three million previous non-voters to vote in the May 2019 

European elections. It is interesting that they use the tax debate as what they evidently see as a powerful hook to 

get more European citizens to vote. 

 

MEP Questions & Answers  

VAT Directive: business transfers through the leasing of property and 
closely related assets  3 April 

• Question by MEP Cătălin Sorin Ivan (NI/Romania) 

• Reply by Commissioner Moscovici  

Digital tax  4 April 

• Question by MEP Antanas Guoga (EPP/Lithuania) 

• Reply by Commissioner Moscovici 

o Commission hopes that Council will continue digital tax discussions after May 2019 EU elections, 

Commission will continue contributing at OECD-level and digital tax should not impact SMEs 

Reduction of VAT on electricity in Portugal  4 April 

• Question by MEP João Ferreira (GUE-NGL/Portugal) 

• Reply by Commissioner Moscovici 

o Portugal has submitted a request for consultation of the VAT Committee in view of applying a 

reduced rate for electricity. The Commission received the request on 24 January 2019. The 

consultation will be submitted to the VAT Committee, which has the responsibility to draw 

conclusions on the measure contemplated 

Differences in turnover tax declaration obligations in the EU Member States 
still unresolved  5 April  

• Question by MEP Angelika Niebler (EPP/Germany) 

• Reply by Commissioner Moscovici 

The policy-tax gap in the EU  10 April 

• Question by MEPs Pervenche Berès (S&D/France) and Jeppe Kofod (S&D/Denmark) 

• Reply by Commissioner Moscovici 

https://euobserver.com/opinion/144606
http://www.europarl.europa.eu/doceo/document/P-8-2019-001163_EN.html
http://www.europarl.europa.eu/doceo/document/P-8-2019-001163_EN.html
http://www.europarl.europa.eu/doceo/document/P-8-2019-001163-ASW_EN.html
http://www.europarl.europa.eu/doceo/document/P-8-2019-001163-ASW_EN.html
http://www.europarl.europa.eu/doceo/document/E-8-2019-000427_EN.html
http://www.europarl.europa.eu/doceo/document/E-8-2019-000427_EN.html
http://www.europarl.europa.eu/doceo/document/E-8-2019-000427-ASW_EN.html
http://www.europarl.europa.eu/doceo/document/E-8-2019-000427-ASW_EN.html
http://www.europarl.europa.eu/doceo/document/E-8-2019-000855_EN.html
http://www.europarl.europa.eu/doceo/document/E-8-2019-000855_EN.html
http://www.europarl.europa.eu/doceo/document/E-8-2019-000855-ASW_EN.html
http://www.europarl.europa.eu/doceo/document/E-8-2019-000855-ASW_EN.html
http://www.europarl.europa.eu/doceo/document/E-8-2019-000741_EN.html
http://www.europarl.europa.eu/doceo/document/E-8-2019-000741_EN.html
http://www.europarl.europa.eu/doceo/document/E-8-2019-000741-ASW_EN.html
http://www.europarl.europa.eu/doceo/document/E-8-2019-000741-ASW_EN.html
http://www.europarl.europa.eu/doceo/document/E-8-2019-000867_EN.html
http://www.europarl.europa.eu/doceo/document/E-8-2019-000867_EN.html
http://www.europarl.europa.eu/doceo/document/E-8-2019-000867-ASW_EN.html
http://www.europarl.europa.eu/doceo/document/E-8-2019-000867-ASW_EN.html


o It is not possible to measure the EU policy gap because there is no standardised procedure for 

evaluating tax expenditures. Since Member States measure tax expenditures in different ways, data 

are not fully comparable across countries and aggregation of national estimates makes no sense 

 

Events 

• 08/05/2019, With(out) Holding Tax, Accountancy Europe, Brussels. Source 

• 06/06/2019, Creating Tax Certainty in an Uncertain World, CFE, Brussels. Source 

 

https://www.accountancyeurope.eu/events/without-holding-tax/
https://www.accountancyeurope.eu/events/without-holding-tax/
https://www.eventbrite.com/e/cfe-tax-advisers-europe-forum-2019-tickets-57003893179
https://www.eventbrite.com/e/cfe-tax-advisers-europe-forum-2019-tickets-57003893179

