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Opinion

Title: Imp act assessment / Business in Europe: Framework for Income
Taxation (BEFIT)

Owerall opinion: POSITIVE WITH RESERVATIONS

{A) Policy context

There are currently 27 different national systems to calculate the corporate tax payable by
companies in the ETT. The lack of a common system and the multitude of national tax rules
create a complexity in deing business across borders.

The Business i Europe Framework for Income Taxation (BEFIT) proposes a
comprehensive solution to business tazation for the ET, based on a common set of rules
for the tax base and a more structured approach to the allocation of profits between
Member States. This initiative builds on the 2021 OECD/G20 Inclusive Framework Two-
Fillar Approach.

(B Summary of findings

The Board notes the additional information provided and commitments to make
changes to the report.

However, the report still contains significant shortcomings. The Board gives a
positive opinion with reservations hecause it expects the DG to rectify the following
aspects:

{1) Thereport does not clearly sub stantiate the magnitude of the problem.
(2) Theimpact analysis is not sufficiently developed.

(C) What to improve

(1) The report should elaborate on the lessons learned from the previcus corporate tax
inttiatives. It should better explain how the witiative fits with the OECD Pillar T and Pillar
IT work. It should also summan se the main features of the national tax frameworks.

{2y The report should better dizcuss the robustness of the Corporate Income Tax-related
compliance cost estimates under the baseline. It should also better substantiate, with further

This opition concerns a draft impact assessment which may differ from the final version.
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evidence, the description of the conzequences Tt should clarify the causal link between the
design of a particul ar tax system and business decisions and discuss the available evidence
on the magnitude of double taxation andfor covertaxation. It should explain how the
problem will evolwve without ETJ interventi on, with a consideration of relevant ongeing and
existing legislation {including international policies).

(3) The report should better explain the analysis of benefits Tt should clarify the validity
of the cost sawing estimates. Tt should better explain the “simplified tax regime’ vanable
used in the regression analysis and clarify whether this 15 areasonable representation of the
options proposed in this initiative. The report should better discuss the likely uptake (and
hence aggregate cost sawving potential) of the option packages with woluntary elements.
‘When presenting the macroeconomic benefits, the report should explain the assumptions
and method behind the estimates. It should strengthen, with further evidence, the claim that
international companies are more productive than their non-multinational counterparts.

4y The report should quantify the costs introduced by this mitiative. The analysis should
build on relevant examples as well as stakeholder wiews. In line with this, the report should
strengthen the presentation of the one in, one out approach and revise the presentation of
costs and benefits in Annex 3

{3) The report should better present and discuss the distnbutional impacts of the imtiative.
It should provide the estimates of the GDP and tax revenue % increases in absolute (EUE)
terms.

(&) The report should present a consistent description of the monitoring arrangements with
indicators that more clearly outline what success would look like for this initiative.

The Board notes the estimated costs and benefits of the preferred option 1n this imtiative,
as summanised in the attached quantification tables.

Same wore ohnical comments have heen sent directly to the author DG

(D) Conclusion

The DG must revise the report in accordance with the Board’s findings hefore
launching the interservice consultation.

If there are any changes in the choice or design of the preferred option in the final
version of the report, the DG may need to further adjust the attached guantification
tahles to reflect this.
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ANNEX:

The following tables comtain information on the costs and bensfils of the initiative on
witick the Board has given its opinion, as presented above.

nantification tahles extracted from the draft impact assessment report

If the draft report has been revised in line with the Board's recommendations, the content
af these tables may be different from those in the final version of the impact assessment
repart, as published by the Compdssion.

1. Overview of Benefits (ioial for all provisions) — Preferred Option

Description Amount Comments
— Direct benofits

Sigrificant reductions of CIT- An estirnated 1.8 raillion cmss-border operating

related compliance costs for firrns will exjoy compliance cost reductions of

cross-horder ope rating firras 32%, relative to no sirplification {without

(large and sraall erterprized). EUR. 3 to 4 billion per wear BEFIT). Iorecrey, parely dome stie firrns will
expand their operation cross-border, incentivised
b BEFIT. The v will then also enjoy lower CIT-
related tax compliance costs.

Cost saving in legal advice and

litigation procedure s

concerning transfer pricing |

included in the abowe-

rentioned EJR 3 - 4bn.

Ilore legal certainty, higher tax
rule transparency will bring
miote crossborder irvestme nt,

In the long ran: ETT GDP conld be higher by-+H1.7%,
tax revenne by +1.1%, relative to the status gquo.

The share of crosshorder operating firras isan
estimated 11%% todaw It conld double in the
future due to BEFIT s major siaplific aions and

the rebryr highe r productivity. harmonisations.
Indirect benofits
Administrative cost savings related to the ‘one i, one out’ approach *
Recwrrent (directindirect) |EURZ to dbillion per year
Otie-off fi0te

(1) Esfimates are gross vahes relafive fo the baseline for the preferred opfion as a whele (i e. the impact of
individual acfions/obil gafions of the preferred opfion are aggregated together ), (2) Flease indicate which

stakelholder grovp is fhe man recipiert of fhe bergfif in fhe comment secfion, (2) For reducfions in regulafory
cosfs, please describe defals as fo how e saving aises fe.g redicfions i adjusiment cosfs, administrafive
costs, regulafory char ges, exforcement cosfs, efe.; ) () Cost savings related fo fhe ‘one in, cne ouf’
approach are explaimed in Tool #38 and #3539 of the beffer reqdafion’ foclbox. *if relevant They should be
presenfed as “recurrent ol costs savings © mid “ome-off cosfs savings” (presemted as nef presevt value of
one-off cost savings over the whale pericd)

II. Overview of costs — Preferred option

;%_,__% e Citizens/Consum + Businesses * Administrations
R ers
"'a—,,)f,
%"'% One-off |Recurrent Omne-off Recurrent One-off | Recurrent
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Cost of IT
programmes and
softw ate

Qostfnr IT customized to
tvestment accomm odate
Direct C st of staff Codt of IT f;‘;ﬁ;’f;ofm Cost for IT
adjustm ent & M training to dem undaes | BEFIT thaintenatice
costs become famitiar | = P ’ Fystemn updates
with the new Cosgt oF staff
rules .
tramng to
become familiar
with the new
rules
EEFIT The cod of Staff devoted
Element 1 fulfilling the to exchange of
—-Common procedires information
Rulesfora | under BEFIT among i
Tax Base |Direct will soom admind stration
and admird strative Hi& His be com e zin M3 where
Allocation | costs husiness. as each BEFIT
of Income usial and o
for Large replace the maintaing
Croups cutt et system taxable
pregence
Cost for:
- participaticn
in the BEFIT
Committess
- cootdinating
Direct agtwns att ot
enfor cem ent Hia His d1ff'ere_n_t ta}.{
costs athorities in
case of
inspections
- cogt of
rurring the
“Traffic Light
Bystem’
Element 2 | Direct His Cost of staff C ost of staff
- adjustment Hi& traiing to trairing to
SBimplific | costs becotne familiar becotme
ation for with the new familiar with
SMEs rales the new rules
with Direct Hi& IR IEN The cost for
FPE(d) in admirdstrative fulfilling the
(atother | costs new BEFIT
Ilem bet procedures will
Etateld) sooty becotme
business-as
usual atud
replace the
curtetd
system(that is
much mare
burdens ome)




Direct
enforcem ent

costs
Direct Cost of training Cost of trairing
st ent to becothe to become
:DJS‘:S B Familiar with the familiar with the
Element 3 new rules new rules
- Common Direct
Approach drmini strati
to Transfer |2 stslm atrve
Pricing  |°°

A s explained abowve, it has not been possible to estimate costs for stakeholders with any
Precision.

»  Coste related do the ‘one @, one out approach

» Total

o Direct and
indirect
adjustmert
costs

& Administrativ
e costs (for
offsetting)

(i) Esfimafes {gross values ) fo be provided with respect fo fhe baseling; (2) cosfs are provided for each

idenfifiable achion/obligafion of the preferred opficn otherwise for all refamned opfions when mo
preferred opfion is specified, (3) If relevant and available, please present Informafion on cosfs
according fo the sfandard fypology of cosfs fadiustmert cosfs, admivisfrafive costs, regudatory
charges, enforcement costs, mdirect cosfs; ) (€) Admivisfrafive costs for qffseffing & explained in
Tool #58 and #32 of the beffer reguiafion” toclbor, They showld be presenfed as “recurrent arvndl
cosfs " and “one-gff cosfs " fpresenfed as vef present vahue of cosfs over the whole pericd) The fofad
adiustment costs showld equal the sum of the adiustment cosfs presenfed in the wpper part of the
table (whenever fthey are gquaififiable andior can be movefised) Measures faken with a view fo
compensafe adiusiment cosfs fo fhe gredfest exfent possible are presevfed s relevant in fhe secfion
of the impact assessment reporf presenfing fhe preferred opfion,
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