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At its,rngeting g,f ,21 November 19?1r,the Colnmission apprgv€$ lh: broad outlines_
of the prop,o,pali for the harmonizqtion of direct.ta,:cesl,which it.inte4ds do Eub-
mit,,sl1gptly t,o tllq Counoil.

The Commission cleclared- itself in favour of { common'lmputation system for ;coipo-
r1tiqq.,,,tE1,,?T4 proposed partial .ha.rmonizatibn of the system qf deduction at
soUr-g:?:p.interest cn bonds. , l. :'
Accordltlg:to'the Oouricitr Resolution of 22 l.{anch 1971r the phased establishment
of the Economic errd- Monetary Union implies harmonizing the fiscal systems appli-
cable to d.ivid-end.s and to interest on bond.s. fn the context of interest on bondst
the sole problem is that of d.eduction at source. In connection with d.ividendst
there arise both this problem anii that of the structure of corporation tarc.

All this raises two d.ifficult q"nuiio"u : the rate of d.eduction at source lerried.
on the interest earned. and the choice of thc sys'bem of corporation tan.

ff we consid.er interest on bond.s solely in the light of the Community capital
market a,yrd- of the cost of financing firms, then the best solution is the aboli-
tion of any ded.uction at sollxcer But this is incompatible with the requirements
of fiscal 1aw and runs countcr to the efforts being mad.e by the Cornmissionr in
coopera,tion with l:'lember States, and- by the OECD, to stop tax fraud"s and evasions,

However, to malce an important step forward in fiscal 1aw and to tcke account of
the pneoccupations of a social naturc r,rhich were so much in evidence at the
Paris Summit, we must choose to malce it the general practice to levy substa.n-
tial d.eductions at source. Although the Commission has d.eclared. itself to be
in principle in favour of substantial d-ed.uctions at sourcer it noted that to
apply such a measure in the present circumstances rrould give rise to a drain
of capitaL from the Community. Under these cond"itions, the Commission is of
the opinion that this measure cannot be broug'ht into effect until the Community
has established. machinery for controlling movements of capital at its external
frontiers. It has recently proposed in the Councilts draft Resolution on the
implementation of the second phase of Economic and l'lonetary Union that such
machinery should" be established.

As regard,s corporation ta:r, it is essentially a question of whcther the
Commission ought to propose the trclassicrt systen, which retains effective
d.ouble taxation intact or rather the imputation system (1) r,rhich reduces
double taxation. ,/,

IIARMONIZATION OF DTRECT TIUCES

(f) Unaer this system (which exists in France and the United liingd.om),
of the corporation te"n is borne by the company on its d.istributed,
and this part being, reprcsentecl by a '2-iax crcd,itrt r is deducted.
income tax payable by thc sharehold.err ony excess being rcfuncled.
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/i comparison of the two systems shows t.hat the trclassictr system has the advantage
of being technically simple and. of making no discriminatlon in international
rel-ations. 0n the other hand, the imputation system raises technical problemst
and complication which may be quite consid.erable, are entail.ed if it is to work
without d,iscrimination in international relations" i{oweverr this systen presents
a series of advantages in various fields :

- it is more neutral in respect of the various methods of financing firms;

- it is more neutral in respect of the d.ifferent legal forms which a company
may aclopt; ':

- it has many positive aspects in respect of fiscal law;

- it proviri.es less incentive for very rich tax payers to avoid paying taxes
by inventing fictitious tc?In* t,?ifr"

- it is also likely to bring.. ai.tJ-"-tiu**" market savers with average or even
moclest incomes

l. r .. l _. 
..1

.flincp,,,on,.th€ o-ne. fra.ndr, .i.t, ppuld seem possible; to, fincl ,qatisfac;bory sqLutionp
to the technieal problems rai-sed by the imputation syq\ern and sincee: on;thei :,.
other he"nd. there app-ea1..t9,b" great advantages attached, to it, the, Comyissio4
has d.ecided.'to choose this systern.

I -; .ii' :.. :. i .;., , 'r ' - . i . ' .l l:. ',,

Given that in cooperation with national;dministrat,ro4s it has already,oarried.,
out technical stud.ies in this field., the Commission hopes to be in a position
to submit ioncrete proposals on these lines to the (;ouncil very shortly. '"
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En ce qui concerne Jrinp6t d.es soci6t6s, la ouestion se rdsume essentielle- (
ment i. savoir si 1a Cornnission devait proposer le systbme dit rfclassiquett qui
maintient intdgraleraent la double imposition 6conomique des divid.end.es ou,
au contraire, Ie systbrne d.e Itimputation (t) q"l allbge cette d.ouble iraposition.

f1 ressort d.e Ia comparaison entre les d.eux systbmes que le systdme classique
a pour lui If avantage d.e la" simplicit6 technique et d.e ltabsence d.e toute
d.iscrirnination d.ans les relations i.nternationalcs. En revanche, 1e systbme
d.e lrimputation souldve d.es problbmes techniques et ne peut fonctionner sans
d.iscriralnation d.ans les relations internationales qut au prix de complications
parfois assea importantes, Ce systbme pr6sente cepend.ant toute une stirie dravan-
tages d.ans diff6r,.enfs d.omaines:,,, 

.: : , : , ,

- il est plus neut*e-S,-]r.6gard-dee-divesses'.-Sornes.4e"-fi*anoement des entre-
prises;

- il esbplus neutre ir, Ir6gard d.es d.iverses formes juritLiques drentreprises;
u-r,..:b.I. p,r€"sqqte td.e.,nonbneux aspects positif s sur le plan. dO 'la jusf i:ce fiscale:;
= il i-ng;i.te molns 

"l.ee 
cantribeables trds riches ir. lt €vasion fiscale au noyen

d t,attirer su.r le march6 des actions les 6pargna,nts
voire m€riie mod,estes. t : ':l

Cornru, d.runc.parrtr il paratt pqssible,de.trouver des solu-tionsl satisfai""rrtu"
aux problbrnes techniques que pose 1e systdme d.e ltimputation et $rer dtautre
partr 1es av"ar-rtages de ce slrstdme sernblent particulidremertt: appr6ciablesl iI a
paru pr6f6rable,A. La,Comnission de,sc prononcer oru 'sa faveu:r.

:'

Compte tenu des travaux, teohniques qu'elle,a d6ji, effectu€s avee le concours
d.es adm.inistrations nationalesr:1?-Commissioq espFre €tre en nesure d,e trans-
nettre i, bref d6lai au Conseil d.es propositions concr6tes d.ans ce s€DS.:'

(r)-r*rr* oe's;"f!re (en vigqeur'u Ft*."o of au Royaume-uni)r -une partie ae
,, .,If irnpdt. des soci6t6s elyant frapp6 les b6n6fices ,d.istribu6B, ,repr6sent6e
;,:.;.pa;T Un,avolr;figce.I, est d6d-uite d.g,lr,iropOt de ltactionnaire; 1texc6dent

, :6gq4tuel dtant rembours6. ,. :.. -,

p

de soci6t6s fictives;
1 il est Bavantage susceptib!.e
' ,aispoparrt'd.e 'tevenus qoyens, 
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