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European Council

Agreement on excise duties on tobac-
co products

On 9 November, the EU Finance Ministers reached a 
political agreement on a draft directive aimed at up-
dating EU rules on the structure and minimum rates 
of excise duties on tobacco products. The directive 
is intended to ensure a higher level of public health 
protection by raising minimum excise duties on ciga-
rettes, whilst bringing the minimum rates for fine-cut 
tobacco gradually into line with those for cigarettes.

The outcome of a fourth four-yearly review of tobacco 
taxation under directives 92/79/EEC, 92/80/EEC and 
95/59/EC, it is aimed at modernizing and simplifying 
the rules and making them more transparent. The 
Council also agreed on formally adopting the direc-
tive without further discussion at a forthcoming Coun-
cil meeting, once the legal text has been finalized.

   READ MORE (click to open): 

   Press Release

   EN  

Swedish Presidency on VAT exempti-
on for postal services

The Swedish Presidency of the Council of the EU is 
taking action over the question of VAT exemption for 
postal services (see related article July 2009 tax re-
port/Edition 7). Ahead of the ECOFIN Council of Wed-
nesday 2 December, it is suggesting a different ap-
proach to the Member States from the one suggested 
a month ago. It suggests that the Council of Ministers 
should decide on a political guideline whereby VAT 
exemption should apply to postal services covered 
by the universal service requirement, as stipulated in 
the European Court of Justice ruling on the case TNT 
Post UK Ltd earlier this year. Member States that so 
desire would still have the option of levying VAT on 
the services concerned, however. If political agree-
ment could be reached on that common ground, it 

would then be for Member States‘ experts to draft 
legislation ahead of the adoption of legislation before 
the end of next year. 

A month ago, Sweden suggested that all postal 
services should be subject to VAT and the Member 
States should have the option of declaring a VAT ex-
emption for their postal services. The subject could 
not be discussed because the support required to 
agree on the matter could be found. The Swedish 
Presidency has made a significant change on the ap-
proach it was recommending at the ECOFIN Council 
in October this year.

Three Member States (Finland, Slovenia and Swe-
den) are expected to want to continue to levy VAT on 
postal services, if the current compromise deal gets 
the go-ahead from the Member States. It remains to 
be seen whether it would deal swiftly with the issue 
at hand.

VAT reverse charge mechanism for 
carbon trading request

Belgium, France and Italy want VAT reverse charge 
system to be extended to transactions in connection 
with the carbon trading system. There has not been 
an expressed opposition to this for greenhouse gas 
quota trading, whilst the three Member States fear 
that extending the reverse charge system to other 
categories of goods and services would jeopardize 
the proper functioning of the EU VAT system. The 
issue will be discussed at the meeting of EU finance 
ministers on 2 December 2009.

At the end of October, the European Commission 
suggested that Member States should be allowed to 
apply for at least two years the VAT reverse char-
ge system for up to three of the following categories: 
mobile phones, integrated circuits, perfume, precious 
metal and carbon trading. In a compromise deal set 
forth on 17 November the Swedish Presidency of the 
Council of the EU reduced the scope of the draft le-
gislation, suggesting that VAT reverse charge should 
only apply to mobile phones and greenhouse gas 
emissions quotas. Member States deciding to apply 
the mechanism to one or other (or both) of these two 
categories would have to do so for at least two years 
before July 2015. Germany, the Netherlands and the 
UK back this suggested compromise.

The aim of the reverse charge regulation is to tack-
le fraud and VAT carousels whereby artificial supply 
chains within the EU are set up to generate undue re-

http://register.consilium.europa.eu/pdf/en/09/st15/st15767.en09.pdf
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funds of VAT. The method suggested for tackling VAT 
fraud is, however, highly controversial. In 2006, most 
of the other Member States refused to allow Germa-
ny and Austria to introduce VAT reverse charges. The 
only country implementing the system (until the end 
of April 2011) is the UK for supplies of mobile phones 
and integrated circuits to a value of up to £5,000. 

European Commission

VAT deduction on companies’ 
purchase of movable assets

The European Parliament Committee on Economic 
and Monetary Affairs (ECON) gave its view on putting 
in place rules on whether VAT should be deducta-
ble for the purchase of movable assets by European 
firms. Called for the second time to give their opinion 
on this issue, following changes made by the Council 
to its position, MEPs want an independent assess-
ment of the effects of the proposed legislation to be 
carried out before going any further. The Council 
says that Member States should be able to make VAT 
deductable not only for immovable, but also movable 
assets, such as cars, computers, and mobile phones.

The ECON considers that such a proposal would 
considerably extend the scope of the directive in 
terms of movable assets and would lead to less har-
monization. Since the Council has not assessed the 
impact of this provision for the proper functioning of 
the common market, any extension of the rule to mo-
vable goods should be preceded by an analysis by 
the Commission, MEPs claim. 

France – Building land exemption 
from VAT and car taxation

The European Commission has formally requested 
France by sending a reasoned opinion to modify its 
legislation, within two months, concerning its treat-
ment on granting exemption from VAT on the sup-
ply of building land effected for consideration by a 
taxable person, where the land is acquired by natural 
persons intending to build on it. The VAT Directive 
states explicitly that building land may not be exem-
pted from VAT.

As per the car taxation matter, the Commission has 
also sent a reasoned opinion, calling on France to 
amend a point in its “malus tax” which it considers 
to be discriminatory towards second-hand vehicles 
imported from another Member State. The French le-
gislation foresees a “malus tax” when highly polluting 
passenger cars are registered in France for the first 
time. The Commission does not object to this scheme 
as applied to new vehicles, nor to its intended pur-
pose. However, it considers that one aspect of the 
French legislation is not compatible with Article 90 of 
the EC Treaty with regard to the taxation of second-
hand vehicles imported from other Member States. 
The provision in question relates to the method ad-
opted by France to take account of the depreciati-
on of second-hand vehicles which are brought into 
France from other Member States and are subject to 
this tax (10% reduction for every year since the initial 
registration).

VAT grouping rules - 8 Member States 
examined

The Commission has sent reasoned opinions to 
the Netherlands, United Kingdom, Ireland, Finland, 
Sweden, Spain, the Czech Republic and Denmark 
to amend their legislation with regard to the applica-
tion of their VAT grouping schemes. Article 11 of the 
VAT Directive gives Member States the option, for the 
purpose of administrative simplification, to regard as 
one single taxable person those who, while legally 
independent, are closely bound to one another by fi-
nancial, economic and organizational links.

In July 2009 the Commission adopted a Commu-
nication on the VAT grouping option provided for in 
the VAT Directive (related article in July 2009 tax 
report, Edition 07). The Communication set out the 
Commission‘s view on how the provisions of Arti-
cle 11 of the VAT Directive should be translated into 
practical arrangements whilst respecting the basic 
principles of the Community VAT system and ensu-
ring that the effects of using the option scheme re-
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main restricted to the Member State applying it.

The proceedings against Sweden concern the fact 
that Sweden limits the VAT grouping system to finan-
cial and insurance services. That is also one of the 
grievances in the proceedings against Finland. Ac-
cording to the Commission the VAT grouping rules 
in the VAT Directive does not allow for such a sec-
toral limitation. The proceedings against Ireland, the 
Netherlands, Spain, United Kingdom, Denmark, the 
Czech Republic, as well as Finland concern their per-
mission of allowing non-taxable persons to join a VAT 
group. And this is not in line with the proper applica-
tion of Article 11 of the VAT group.

For the Netherlands the proceedings also include 
the failure to notify changes to the application of their 
VAT grouping scheme to the VAT Committee.

These requests are in the form of a reasoned opi-
nion which is the second stage of the infringement 
proceedings provided for in Article 226 of the Treaty. 
If these Member States fail to comply with the rea-
soned opinion within two months, the Commission 
may refer the matter to the Court of Justice of the 
European Communities.

   READ MORE (click to open): 

   Press Release

  EN  FR  DE

Austria - Exclusion of the right to ded-
uct input tax with regard to construc-

tion costs for mixed use buildings
The European Commission has formally requested 
Austria to change its VAT legislation as regards the 
exclusion of the right to deduct VAT on building co-
sts for properties attributed to assets of a business 
that are partially used  for private purposes. A basic 
principle of the VAT Directive is that a taxable person 
may deduct the VAT on purchases “in so far as the 
goods and services are used for the purposes of the 
taxed transactions of a taxable person“. According 
to the jurisprudence of the European Court, when 
goods are used for business and private purposes, 
a taxable person may choose to deduct immediately, 
and in full, all the VAT paid on the purchase of these 
goods even when of the part of business use is very 
limited. However in the case of Austria the taxpayer 
should account for VAT on the private use.

However, following the VAT directives and a series of 
amendments, as from 1 January 2004 the tax exemp-
tion was abolished and from that date on, the partially 
private use of a building was taxable. Furthermore, 
the Austrian Turnover Guidelines explicitly stipulate 
that the deduction of input tax could be claimed in full. 
With effect from 1 May 2004 the exclusion of the right 
to deduct input tax was reintroduced by an amend-
ment of the Austrian VAT Act.

Consequently, the Commission takes the view that 
on the basis of the Austrian VAT provisions, during 
the period 1 January 2004 to 30 April 2004, input tax 
deduction in the categories at hand was possible, 
and not any more from the latter date. This entails 
that, at least, from May 2004 the scope of the previ-
ous exclusion has been reintroduced in breach of the 
VAT Directive.

The request takes the form of a reasoned opinion. 
Under the procedure (Article 226 of the Treaty). If 
Austria does not agree to amend its legislation within 
the two months of receiving the reasoned opinion,  
the Commission may refer the matter to the Court of 
Justice of the European Communities.

   READ MORE (click to open): 

   Press Release

  EN  FR  DE

The Netherlands - Exemption for 
fundraising activities

The European Commission has formally requested 
the Netherlands to amend its legislation on the VAT 
exemption applicable to certain fundraising activities. 
The VAT Directive (Article 132 (1)) provides for a VAT 
exemption on the supply of services and goods in 
connection with fundraising events. This provision 
also clearly identifies which organisations are able to 
benefit from the exemption on the basis of their ac-
tivities. The Court of Justice has made clear that the 
exemptions in the VAT Directive are to be interpreted 
strictly, since they constitute exceptions to the gene-
ral principle that VAT is to be levied on all services 
supplied for consideration by a taxable person.

The Commission has questioned the Dutch legisla-
tion because it is of the opinion that the exemption 
of Article 132(1)(o) is being applied too widely. The 
Dutch “fundraising provision” applies to organisa-
tions whose primary activities are exempt on grounds 
other than those referred to in the exemption provi-
sion. Furthermore, organisations that fail to fulfil the 
laid out under the conditions of the Directive are 

http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1768&format=HTML&aged=0&language=en&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1768&format=HTML&aged=0&language=FR&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1768&format=HTML&aged=0&language=DE&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1638&format=HTML&aged=0&language=en&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1638&format=HTML&aged=0&language=FR&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1638&format=HTML&aged=0&language=DE&guiLanguage=en
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granted the exemption for their fundraising activities. 

In addition, the Dutch law provides for an exempti-
on from VAT for the supply of goods and services by 
fundraising organisations which work to obtain sup-
port for the activities of an organisation which is active 
in the social, recreational or cultural sphere. Given 
the fact that the former organisations are themselves 
usually not active in the above mentioned sphere, the 
Commission is of the opinion that they cannot benefit 
from the exemption of Article 132(1)(o) of the VAT 
Directive. The request is in the form of a reasoned 
opinion.

Poland - Refund of VAT to non-
established taxable persons

The European Commission has requested that Po-
land change its administrative practice concerning 
the refund of VAT to taxable persons established in 
another EU Member State. A taxable person who 
is charged VAT in a Member State other than that 
where he is established is entitled to recover that 
VAT according to the 8th VAT Directive, which pro-
vides that:

(i) the taxable person is entitled to claim the VAT re-
fund from the tax authorities of the Member State 
where it was charged;

(ii) the refund must be made within six months from 
the date when the application, accompanied by all 
the relevant documents, was submitted to the com-
petent authority.

Although the aforementioned provisions of the 8th 
VAT Directive have been transposed into Polish law, 
the Commission has concluded that refunds to taxa-
ble persons not established in Poland are taking lon-
ger than the prescribed period. The period granted 
by the Polish authorities to amend any formal defects 
of the request for a refund is seven days and, in case 
corrections are not filed within this deadline, the right 
to refund is lost. The Commission takes the view that 
such a short period is likely to render impossible or 
excessively difficult the timely correction of the de-
fects detected, thus undermining the effectiveness 
of the right to a refund granted to non established 
taxable persons.

For these reasons, the Commission has formally re-
quested Poland to change its administrative practice 
in this field by means of a reasoned opinion.

   READ MORE (click to open): 

   Press Release

  EN  FR  DE

Towards extending VAT exemption for 
Estonia and Slovenia

The European Commission has submitted to the EU 
Council of Ministers a draft decision to allow Estonia 
and Slovenia to continue to benefit from exemption 
from the EU VAT system in a decision taken by the 
EU Council of Ministers on 30 January 2007, Esto-
nia and Slovenia were allowed to postpone the intro-
duction of the right to VAT deductions until the time 
when the supplier of goods or services has actually 
been paid for the goods and services in question, as 
long as the supplier has an annual turnover of less 
than €208.646 a year in Slovenia, or is registered as 
an entrepreneur operating alone (for Estonia). Both 
member states therefore benefit from a simplified, 
optional cash accounting system under the VAT Di-
rective (2006/112/EC, Article 66), making the VAT on 
business that has already taken place payable when 
the customer actually pays for the service or goods.

Last summer Estonia and Slovenia asked the Com-
mission to extend the scheme. In addition, Slove-
nia asked for the annual upper limit to be raised to 
€400.000 in order to cut the administrative charges 
for a large number of small companies, while helping 
them improve their cashflow. In its proposal, the Com-
mission agrees to all the requests. Once adopted by 
the Council, the decision will apply from 1 January 
2010 until a directive comes into force to enable all 
Member States to apply a similar system to Estonia 
and Slovenia. The Commission foresees that the ex-
emption granted to these two member states will ap-
ply until 31 December 2012 at the latest.

http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1644&format=HTML&aged=0&language=en&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1644&format=HTML&aged=0&language=FR&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1644&format=HTML&aged=0&language=DE&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1645&format=HTML&aged=0&language=en&guiLanguage=en 
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1645&format=HTML&aged=0&language=FR&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1645&format=HTML&aged=0&language=DE&guiLanguage=en
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Car taxation: Hungary’s legislation on 
car registration tax

The European Commission has called on Hungary, 
through a reasoned opinion, to modify its relevant 
provisions on car registration tax, which provide for 
the depreciation of value to be applied to second-
hand passenger vehicles from other Member States 
in the determination of their taxable value. Despite 
some modifications in the law, the Hungarian car 
tax legislation continues to discriminate against the 
acquisition of second-hand cars from other Member 
States. Member States may apply flat-rate scales 
for the purpose of establishing the taxable value of 
a second-hand vehicle from another Member State. 
However, such scales must lead to a value that re-
flects, as a general rule, their actual value. In that 
respect reasonable approximations are also allowed 
in the system. Hungary has modified the depreciation 
scales to comply with previous judgments, but such 
scales are still based on a single criterion of depre-
ciation (the age of the vehicle) which was criticised in 
a recent judgment 

Hungary has also introduced the individual tax as-
sessment procedure which provides the importer 
with the option of requesting a case-by-case assess-
ment of the car registration tax of his vehicle, taking 
account of its individual features. However, the fact 
that Hungary has appointed only one technical aut-
hority in a remote part of the country to treat applica-
tions from all over the country, and that there is a fee 
and increased duration of the procedure for levying 
the registration tax, may deter certain car owners 
from applying for individual tax assessment, which 
amounts to a violation of Community law. If Hungary 
fails to comply with the reasoned opinion, the Com-
mission may bring the matter to the European Court 
of Justice.

   READ MORE (click to open): 

   Press Release

   EN  FR  DE

European Council

Administrative cooperation in the field 
of taxation

The European Council examined a draft directive ai-
med at strengthening cooperation between the Mem-
ber States in the field of taxation. It reached agree-
ment on the text, whilst noting political reservations 
by the Austrian and Luxembourg delegations and the 
need for further work on automatic exchange of in-
formation. It asked the Permanent Representatives 
Committee to re-discuss these issues so that a final 
position can be taken at the Council meeting on 2 
December.

The draft directive is aimed at fulfilling the Member 
States‘ growing need for mutual assistance in tax 
matters, especially as regards the exchange of in-
formation. With greater taxpayer mobility, a growing 
volume of cross-border transactions and the interna-
tionalisation of financial instruments, it is intended to 
enable the member states to better assess taxes due.

   READ MORE (click to open): 

   Press Release

   EN 

http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1643&format=HTML&aged=0&language=en&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1643&format=HTML&aged=0&language=FR&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1643&format=HTML&aged=0&language=DE&guiLanguage=en
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ecofin/111025.pdf


 6 

NEWS - DIRECT TAX

European Commission

France tax discrimination against 
foreign public-interest and 

not-for-profit bodies
The European Commission has formally asked 
France to change its tax regime for donations to pu-
blic-interest and not-for-profit bodies based in other 
EU or EEA Member States. France grants public bo-
dies and public-interest bodies, including charities, 
an exemption from dividend tax and transfer duties 
on donations only if they are established in France. In 
addition, France grants tax deductions to donors only 
for donations or contributions paid to not-for-profit bo-
dies carrying out their activity in France. The French 
tax legislation currently in force lays down a system 
of exemptions for public bodies, public-interest bo-
dies based in France and not-for-profit bodies car-
rying out their activities in France from dividend tax 
and transfer duties on donations and bequests. The-
re is also a fiscally advantageous regime for French 
taxpayers who make donations or contributions to 
public-interest bodies as defined by law that carry 
out their activities (philanthropic, cultural, religious, 
educational, etc.) in France.

The different tax regimes for donations to French bo-
dies and those to foreign bodies constitute an unjusti-
fiable barrier to the free movement of capital. Under 
the procedure (Article 226 of the Treaty), if France 
does not agree to amend its legislation within the two 
months of receiving the reasoned opinion,  the Com-
mission may refer the matter to the European Court 
of Justice.

   READ MORE (click to open): 

   Press Release

   EN  FR  DE

Portugal requested to amend restric-
tive exit tax provisions for individuals
The European Commission has requested that Por-
tugal amend its tax provisions which impose an exit 
tax on individuals, following that of exit tax on compa-
nies (related article in October 2009 tax report/ Editi-
on 8).  According to the Portuguese law, capital gains 
or losses arising in case of an exchange of shares 
will be included in the shareholder‘s taxable income 

of the calendar year in which he ceases to be resi-
dent in Portugal. The gain or loss will be determined 
by calculating the difference between the market va-
lue of the shares received and the book value of the 
shares handed over. However, if the shareholder who 
engages in an exchange of shares maintains his re-
sidence in Portugal, the value of the shares received 
is the value of those handed over; a taxable gain will 
only arise if there is an additional payment in cash.

In addition, the Portuguese law provides that the 
transfer to a company of assets and liabilities related 
to an economic or professional activity by a natural 
person is tax exempt if the legal person to which the 
assets and liabilities have been transferred has its 
seat or place of effective management in Portugal, 
whereas such a transfer is taxed if the legal person 
has its seat or place of effective management abroad.  

The Commission considers that such immediate ta-
xation penalises individuals who decide to leave Por-
tugal or transfer assets abroad, by introducing less 
favourable treatment for them compared to for tho-
se who remain in the country or transfer assets to a 
resident company. The Portuguese rules in question 
are therefore likely to dissuade individuals from ex-
ercising their right of free movement. The provisions 
are incompatible with the free movement of persons, 
while the Commission‘s request is in the form of a 
“reasoned opinion”, meaning that if Portugal does not 
reply satisfactorily to the reasoned opinion within two 
months, the Commission may refer the matter to the 
European Court of Justice.

   READ MORE (click to open): 

   Press Release

   EN  FR  DE

UK and Germany promoting high 
energy efficiency vehicles approved

The European Commission authorised an aid scheme 
for the purchase of low-carbon buses in England and 
Germany. The aid scheme set in place by England, 
the main objective of which is to reduce the CO2 
emissions produced by public buses through the in-
troduction of a “Green Bus Fund”, allows aid to be 
sought for the purchase of buses capable of achie-
ving at least a 30% reduction in CO2 emissions com-
pared to standard buses. The grants will be awarded 
on the basis of a bidding procedure. Priority will be 
given to bids requiring the lowest grant per vehicle. 
The beneficiaries will be bus operators and the bud-
get is set to £30 million from 2009 to 2011. Under the 
German scheme, aid may be granted to local trans-

http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1764&format=HTML&aged=0&language=en&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1764&format=HTML&aged=0&language=FR&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1764&format=HTML&aged=0&language=DE&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1635&format=HTML&aged=0&language=en&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1635&format=HTML&aged=0&language=FR&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1635&format=HTML&aged=0&language=DE&guiLanguage=en
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port companies for the purchase of hybrid buses. 
These buses must comply with strict emission stan-
dards. The total aid budget over the two-year period 
2009-2010 is €20 million. The Commission found the 
schemes compatible with EU state aid rules, and in 
particular with its latest communication on environ-
mental protection.

Four decisions on state aid in Poland, 
Italy, Portugal and Romania

On 19 November, the Commission took four sepa-
rate decisions concerning state aid. The €500 million 
in Polish aid to disadvantaged regions was authori-
sed, as the Commission considers the measure will 
not unduly influence trade between member states, 
and that it is likely to reduce the handicaps of less de-
veloped regions. The Polish plan will run from 2007 
to 2013, above all providing for direct subsidies to 
support housing and cultural institutions.

On the other hand, the same day, the Commissi-
on prohibited the Italian scheme for subsidies to be 
granted to the company, Alcoa. The company in que-
stion produces aluminium, a very high energy-using 
process. From 2006 to 2010 it had received prefe-
rential electricity tariffs. The Commission‘s decision 
orders total recovery of the aid received by the Alcoa 
foundry in Veneto, and partial recovery of aid gran-
ted to the plant in Sardinia. Amounts are calculated 
on the difference between the price on the normal 
electricity market and tariffs applied to the foundries 
concerned.

Given aid granted by Portugal to the oil company, Pe-
trogal, the Commission has opened an investigation, 
mainly given the beneficiary‘s large market share on 
the Portuguese market. The €160 million foreseen 
aim to subsidise modernisation and the integration 
of the Sines and Matosinhos refineries, the only ones 
in the country, with a view to increasing production of 
gas-oil and rock oil - to the detriment of fuel produc-
tion, the Commission states.

In another case, the Commission also declared the 
opening of a second, separate inquiry into a €49.6 
million guarantee proposed by the Romanian trea-
sury to the company, Oltchim. The Commission is 
not convinced that the difficulties experienced by Olt-
chim, one of the largest chemical companies in the 
country, are entirely due to the financial and econo-
mic crisis. If the investigation shows that such diffi-
culties were present before the crisis, then Romania 
may not grant aid in the context of the temporary fra-
mework as it would like to do. 

Hungarian intra-group interest 
taxation - Decision

The European Commission has closed a formal in-
vestigation under EC Treaty state aid rules into a 
Hungarian tax scheme, which provided for interest 
deduction for companies belonging to one corporate 
group. The investigation was opened in March 2007. 
The Commission had concerns that the measure 
was liable to distort competition in the Single Market, 
as it was not open to all companies in Hungary and 
therefore could amount to state aid. However, as the 
measure was introduced before Hungary‘s EU ac-
cession in May 2004 and its state aid character was 
not immediately clear, the Commission concluded 
that the measure was to be classified as existing aid. 
The Commission does not need to open a separate 
procedure for existing aid (which is subject to a dif-
ferent set of rules) as Hungary has in the meantime 
adopted a law repealing the measure as of 1st Ja-
nuary 2010.  The provisions were introduced back 
in January 2003, with the commission opening the 
investigation in February 2007. Following comments 
submitted by third parties, the Commission conclu-
ded that the interest deduction measure constituted 
state aid. However, due to the fact that the measu-
re was introduced before Hungary‘s EU accession, 
as well as uncertainties regarding the qualification of 
the scheme as aid at the time of its introduction, the 
Commission concluded that the scheme constituted 
existing aid. These cases are generally assessed 
under a specific set of rules known as the “coope-
ration procedure” (and do not entail recovery of the 
aid granted). As Hungary has already adopted a law 
repealing the regime as of 1 January 2010, the Eu-
ropean executive took the view that there were no 
grounds to open the cooperation procedure.

   READ MORE (click to open): 

   Press Release

   EN  FR  DE

Creation of urban tax-free zones in 
Italy authorized

The European Commission has authorised, under 
EC Treaty state aid rules, the creation of urban tax-
free zones (also known as urban freeports - UFPs) 
in certain parts of Italy. This enquiry followed the 11 
June 2009 Italian notification of a plan to create 22 
urban tax-free zones that are to grant a range of tax 
exemptions to small and micro-enterprises starting 
up new business activity.  In particular, beneficiaries 
will be exempted from income tax, the regional tax 
on production activities, local property tax and emplo-

http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1657&format=HTML&aged=0&language=en&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1657&format=HTML&aged=0&language=FR&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1657&format=HTML&aged=0&language=DE&guiLanguage=en
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yers‘ labour costs.

Given the level of concentration of socio-economic 
difficulties (measured by a summary index) and the 
strict geographical targeting of the planned mea-
sures, the Commission considered them to be ne-
cessary and proportionate to achieve the aim of 
urban regeneration without causing a distortion of 
competition contrary to the common interest and fo-
resees the following, among others:

- The aim of the measures is essentially to tackle 
social exclusion in particularly difficult districts; - the 
scheme affects only micro- and small businesses

 - The geographic spread of the measures is limited 
(only 0.58% of the population will be covered)

- the districts have been selected on the basis of 
objective criteria, such as unemployment levels, the 
percentage of young people below the age of 24 in 
the population as a whole, and the level of training

The intention of the measure is to encourage the 
regeneration of particularly deprived areas, where-
as the Commission has concluded that the planned 
measures will not affect trading conditions to an ex-
tent contrary to the common interest and that the im-
pact on trade will be very limited. The Commission 
considers the upgrading of deprived urban areas to 
contribute to the Community objective of economic 
and social cohesion

   READ MORE (click to open): 

   Press Release

   EN  FR  DE

   READ MORE (click to open): 

   Press Release

   EN  FR  DE

   READ MORE (click to open): 

   Press Release

   EN  FR  DE

Spain’s tax scheme on acquisitions of 
other European companies

The European Commission requested Spain to ab-
olish a Spanish corporate tax provision that allows 
Spanish companies to amortise goodwill (i.e. to write 
off over a period of time the excess price paid for 
the acquisition of a business over the market value 
of the assets composing it) deriving from acquiring a 
stake in non-Spanish companies. After an in-depth 
investigation, opened in October 2007, the Commis-
sion concluded that the scheme distorts competition 
within the Single Market because it confers an unju-
stified advantage to Spanish companies especially in 
the context of competitive takeover bids. The Com-
mission has, therefore, ordered Spain to recover any 

unlawful aid granted under this provision as regards 
European acquisitions since 21 December 2007. As 
regards the application of this provision to acquisitions 
outside the EU, the Commission will continue its inve-
stigation. In October 2007, the Commission initiated 
a formal investigation of the fiscal measure at stake, 
following questions from Members of the European 
Parliament and complaints alleging that the Spanish 
scheme was unlawful and had damaging effects in a 
number of takeover bids by Spanish companies: i.e. 
O2 by Telefónica. Constructive discussions are also 
ongoing with Spain as regards the design of a future 
regime.

Danish NOX tax reduction for cement 
industry & waste tax exemption

The European Commission cleared a Danish propo-
sal to grant certain reductions from a new tax on nitro-
gen emissions (NOx) for particularly heavy polluters. 
However, the Commission said it would open an in-
depth investigation into a second proposal submitted 
at the same time which seeks total exoneration from 
the existing waste tax. Following a preliminary as-
sessment, this proposal would seem to be excessive 
and unjustified.

In June 2008, Denmark notified the Commission of 
two environmental tax reliefs for the cement indus-
try. The proposed tax reliefs were part of an energy 
package. As regards the proposed NOx tax reduc-
tion, the Commission concluded that the tax relief 
was necessary. Since the beneficiary would still pay 
about 53% of the tax after the reduction, it would still 
have incentives to reduce emissions, the Commissi-
on notes. With respect to the full exemption from the 
waste tax, the Commission has doubts that the mea-
sure is necessary, since the waste tax, at least at this 
stage, does not seem to reflect a substantial part of 
the company‘s production costs. Moreover, the Com-
mission has doubts as to the proportionality of the 
waste tax exemption, since it is a full exemption and 
thus leaves the beneficiary with no incentive to fulfil 
the objective of the waste tax.

http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1604&format=HTML&aged=0&language=en&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1604&format=HTML&aged=0&language=FR&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1604&format=HTML&aged=0&language=DE&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1601&format=HTML&aged=0&language=en&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1601&format=HTML&aged=0&language=FR&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1601&format=HTML&aged=0&language=DE&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1629&format=HTML&aged=0&language=en&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1629&format=HTML&aged=0&language=FR&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1629&format=HTML&aged=0&language=DE&guiLanguage=en
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Singapore signs its 12th tax agree-
ment meeting the OECD standard

Singapore has signed a protocol with France that 
brings the two countries’ bilateral tax treaty into line 
with the OECD standard on transparency and ex-
change of information for tax purposes. This being 
the 12th agreement that it has signed in accordance 
with the OECD standard, Singapore moves into the 
category of jurisdictions deemed to have substantial-
ly implemented the standard. Singapore is the 15th 
jurisdiction to have moved into the “substantially im-
plemented” category since April 2009. It is expected 
shortly to sign further agreements conforming to the 
OECD standard, including one today with Brunei. 
As part of its commitment to implementation of the 
OECD standard, Singapore has recently passed le-
gislation to enable its authorities to exchange infor-
mation, including bank and fiduciary information, with 
tax authorities in other countries.

   READ MORE (click to open): 

   Press Release

   EN 

Spain joins OECD/Council of Europe 
Convention on tax co-operation

Spain has joined 16 other countries that have signed 
the OECD / Council of Europe Convention on Mutual 
Administrative Assistance in Tax Matters, marking a 
new step forward in international efforts to combat 
tax fraud and evasion.

 The Convention provides for exchange of informa-
tion, multilateral simultaneous tax examinations and 
cross-border assistance in tax collection, while impo-
sing extensive safeguards to protect the confidentia-
lity of the information exchanged. By joining the Con-
vention, Spain will improve its capacity to counteract 
tax fraud more efficiently.

Parties to the Convention are presently Azerbaijan, 
Belgium, Denmark, Finland, France, Iceland, Italy, 
the Netherlands, Norway, Poland, Sweden, the Ukra-
ine, the United Kingdom and the United States. Ca-
nada and Germany have signed the Convention and 
are awaiting ratification.

   READ MORE (click to open): 

   Press Release

   EN 

Commission publishes study 
on VAT fraud

As part of its strategy to combat tax evasion and fraud, 
the European Commission published a study carried 
out by an external contractor on the gap between the 
amount of VAT due and the amount received in 25 
Member States and the evolution of these figures 
over a seven-year period. This report is concerned 
with quantifying and analyzing the VAT gap in each 
EU Member State over the period 2000-2006. The 
authors of the study consider the VAT gap amounts 
to between €90 and €113 billion annually over the 
designated period. For 2006 i.e. this gap represents 
12% of the VAT that can, in theory, be claimed, with 
significant differences noted from one country to 
another. Figures confirm the estimates of VAT fraud 
carried out in the past and underline the “absolute 
need for the EU and Member States to continue their 
efforts in fighting VAT fraud”, according to Commis-
sioner László Kovács. The approach followed allows 
an estimation of the VAT gap in the economy as a 
whole, but it does not allow it to be characterized 
in terms of identifying the sector, goods traded, or 
type of business are more susceptible to VAT fraud. 
Therefore the VAT gap includes, among other things 
fraud, legal avoidance, and unpaid VAT liability due 
to insolvencies. This means that the VAT gap is not 
only due to fraud. The researchers focused on a top-
down approach to estimating the VAT gap, relying on 
published national accounts. The study and further 
information can be found at the DG TAXUD relevant 
page.

   READ MORE (click to open): 

   Press Release

   EN  FR  DE

http://www.oecd.org/document/0/0,3343,en_2649_33767_44062080_1_1_1_37427,00.html
http://www.oecd.org/document/9/0,3343,en_2649_33767_44076297_1_1_1_37427,00.html
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1655&format=HTML&aged=0&language=en&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1655&format=HTML&aged=0&language=FR&guiLanguage=en
http://europa.eu/rapid/pressReleasesAction.do?reference=IP/09/1655&format=HTML&aged=0&language=DE&guiLanguage=en
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The OECD Tax statistics - 
Edition 2009 

On 24 November, the OECD published the 2009 edi-
tion of its annual Revenue Statistics, which presents 
detailed comparable tax data in a common format for 
all OECD countries from 1965 onwards. The purpose 
of this annual publication is to provide internationally 
comparative data on tax levels and tax structures in 
member countries of the OECD. The recession is ta-
king its toll on tax receipts across the OECD. Aggre-
gate tax burdens in OECD economies, calculated as 
the ratio of tax revenues to gross domestic product, 
or GDP, were unchanged between 2006 and 2007, 
and then fell in 2008. Many more OECD countries 
saw falls rather than increases in their tax burdens in 
2008, while they are also likely to have fallen further 
in 2009. Out of 26 OECD countries that have provi-
ded provisional figures for 2008, tax-to-GDP ratios 
fell in 17 and rose in 9. Historically, tax-to-GDP ratios 
rose during the 1990s as governments needed in-
creased revenues to finance public expenditures and 
reduce budget deficits.  These, and other, develop-
ments are explained in this year’s OECD issue.

OECD

OECD releases revised discussion 
draft

On 24 November 2009, the OECD Committee on 
Fiscal Affairs approved the release, for public com-
ment, of a revised draft of a new Article 7 (Business 
Profits) of the OECD Model Tax Convention (MTC) 
and of related Commentary changes. The Commit-
tee also invited public comments on draft changes to 
the Commentary on the OECD MTC dealing with tax 
treaty issues related to common telecommunication 
transactions.

Various tax treaty issues related to telecommunica-
tions have been brought to the attention of the Com-
mittee in recent years through its Working Party 1 
on Tax Conventions and Related Questions. The 
Committee has been considering the inclusion of 

these additions and changes in the next update to 
the OECD MTC, which is tentatively scheduled for 
the second part of 2010. It therefore invites interested 
parties to send their comments on this discussion 
draft before 31 January 2010.

Lastly, the committee has released a discussion draft 
on the application of tax treaties to State-owned en-
tities, including Sovereign Wealth Funds, which have 
expanded their cross-border investments in recent 
years. This has raised a number of questions, inclu-
ding questions related to taxation.

   READ MORE (click to open): 

   Press Release

   EN  FR 
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