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COVER NOTE 
From: British House of Representatives 
date of receipt: 10 January 2017 
To: General Secretariat of the Council 
Subject: Proposal for a Council Directive on a Common Consolidated Corporate 

Tax Base (CCCTB) 
[doc. 13731/16 FISC 171 - COM(2016) 683 final] 
Proposal for a Council Directive on a Common Corporate Tax Base 
(CCTB) 
[doc. 13730/16 FISC 170 IA 99 - COM(2016) 685 final] 
- Reasoned opinion on the application of the Principles of Subsidiarity 

and Proportionality 
  

Delegations will find attached the above-mentioned reasoned opinion. 
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Resolution of the UK House of Commons – 9 January 2017 

Taxation: a Common Consolidated Corporate Tax Base  

That this House takes note of European Union Document No. 13730/16 and Addenda 1 to 3, a 
Proposal for a Council Directive on a Common Corporate Tax Base; further takes note of European 
Union Document No. 13731/16 and Addenda 1 to 3, a Proposal for a Council Directive on a 
Common Consolidated Corporate Tax Base; considers that the proposals do not comply with the 
principle of subsidiarity for the reasons set out in the Twenty-third Report of the European Scrutiny 
Committee (HC 71-xxi); regrets that because of the inflexibility of the deadline for providing a 
Reasoned Opinion over the Christmas period it has not proved possible in the time available for the 
House to serve a Reasoned Opinion in accordance with Article 6 of Protocol No. 2 annexed to the 
EU Treaties on the application of the principles of subsidiarity and proportionality; and instructs the 
Clerk of the House to forward this motion and the Reasoned Opinion recommended by the 
European Scrutiny Committee to the European Commission by way of political dialogue. 

Annex:  

DRAFT Reasoned Opinion of the House of Commons 
Submitted to the Presidents of the European Parliament, the Council and the Commission pursuant 
to Article 6 of protocol (No. 2) on the Application of the Principles of Subsidiarity and 
Proportionality. 

Draft Directive on a Common Corporate Tax Base 

Draft Directive on a Common Consolidated Corporate Tax Base 
The proposals have been presented by the Commission as a package accompanied by a single 
Impact Assessment. This reasoned opinion covers both and, to the extent that they are separable, 
each. 

The proposals substantially follow a former single proposal for a Directive on the Common 
Consolidated Corporate Tax Base (subsequently withdrawn by the Commission) which attracted 
reasoned opinions from: the Bulgarian National Assembly, the Dáil Éireann, the House of 
Representatives of the Netherlands, the Polish Sejm, the Romanian Chamber of Deputies, the 
National Council of the Slovak Republic, the Swedish Parliament, and the House of Commons. 

The subsidiarity objections of the House of Commons to the previous proposal were: that the 
Commission had assumed, without clear evidence, that the objectives could not be achieved by 
informal co-ordination by Member States; and also assumed, without clear evidence, that the 
burdens identified by the Commission amounted to an impediment to the functioning of the internal 
market: and that the negative impact on investment, employment and GDP at the EU level 
outweighed savings in compliance costs and benefits for Member States which were in any event 
questionable. 



 

 

5220/17   CG/fm 2 
 DG G 2B  EN 
 

The main stated objectives of these proposals are: 

 To remove obstacles for companies seeking to do business across frontiers within the 
Union; 

 To ensure that companies pay their fair share of tax in the jurisdiction(s) where their 
profits are generated; 

 To counter tax avoidance; 

 To neutralise the current imbalance against equity financing; and  

 To encourage research and innovation. 
The proposals seek to do this by providing (a) a common corporate tax base which is compulsory 
for large cross border groups (and optional for smaller groups), which incorporates specific tax 
avoidance measures and specific allowances for research and development and innovation; and (b) 
by requiring the group accounts to be submitted to the tax authorities of a single Member State 
which then apportions the tax base amongst other Member States according to a fixed formula 
intended to reflect economic reality. 

Direct taxation is a matter for which individual Member States have a particularly strong interest as 
it not only governs the revenue available to each Member State but is also inextricably linked to 
their social and other policy choices. This is reflected in the fact that powers in this area can only be 
exercised by the EU if Member States unanimously agree.  

With this consideration in mind the House of Commons does not consider that these proposals 
adequately satisfy the principle of subsidiarity for the following reasons: 

 The Commission has not adequately provided evidence of the change in circumstances 
since its previous proposal which had acknowledged adverse effects on investment, 
employment and GDP; 

 The tax base is an essential element of Member States’ tax sovereignty, effecting not 
only the tax revenue but social and other policy choices. The common corporate tax base 
removes many of these choices, for example imposing an EU level choice of exemptions 
for R&D and innovation and leaving Member States the limited options not to tax gifts, 
charitable donations and pension provisions. Leaving Member States freedom to choose 
the tax rate without leaving them freedom in respect of the tax base interferes too much 
with their legitimate freedom in respect of corporation tax; 

 The fairness of its tax system, including the balance between equity and debt, is a matter 
for which Member States are pre-eminently responsible and accountable to their own 
people, and which needs to be looked at in the round in the context of each Member 
States’ tax system taken as a whole, without the EU imposing its solution in respect of 
one tax;  
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 Regulating corporation tax at an EU level means that any changes have to be 
unanimously agreed at the EU level. This is too cumbersome to react to changes in 
circumstances, for example, to address a perceived unfairness which in may not be of the 
same scale or effect in all Member States. That greater flexibility, which can be exercised 
at Member State level, is needed is demonstrated by the fact that a safeguard mechanism 
is necessary to allow deviation from the apportionment formula in the Common 
Consolidated Tax Base. However this degree of flexibility is too limited. Member States 
need the flexibility to act across the whole area covered by these proposals; 

 The Common Consolidated Corporate Tax Base is mostly limited in its effects to the EU, 
whereas the tax avoidance problems that these proposals are seeking to address are global 
or at least extend beyond the EU. Member States remain in a better position to address 
these problems, including on the global scale, through their effective co-ordination within 
the OECD Base Erosion and Profit Shifting initiative; and 

 The advantage of the proposals to corporates is focussed on a reduction of compliance 
costs rather than an increase in the opportunity to trade. The reduction in compliance 
costs is balanced by increased administrative costs for Member States and in any event 
does not outweigh the disadvantages outlined above. 
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