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Common (consolidated) corporate tax base
In 2016, the Commission decided to re-launch the common consolidated corporate tax base
proposal, but this time in a two-step approach, with two interconnected proposals. Parliament, which
is only consulted, is due to vote on the proposals during its March plenary session.

Background: computing and allocating the corporate tax base
Taxing multinational enterprises in a global market includes the challenge of taking real economic
circumstances into account when setting a tax base. The re-launch of the common consolidated corporate tax
base (CCCTB) project in a two-step approach, with the Commission's adoption of interconnected proposals on
a common corporate tax base (CCTB) and a common consolidated corporate tax base (CCCTB), addresses the
stalemate of the 2011 CCCTB proposal (now withdrawn). As part of the 25 October 2016 corporate tax reform
package, this re-launch aims at setting simpler tax rules within the EU for computing companies’ cross-border
taxable income, thus replacing divergent national rules. The allocation of tax revenue between the Member
States in which a multinational group is active, will be done using an apportionment formula (as in the previous
proposal). The CCCTB aims at re-establishing the link between the place of taxation and the place where profits
are made. It also serves as a tool against corporate tax avoidance, by removing exploitable differences and
mismatches between Member States' national tax systems, therefore contributing to create a level playing
field between multinational companies and small and medium-sized enterprises in the EU. Each Member State
would then tax its share of a company's profits at its own nationally set tax rate.

The common corporate tax base (CCTB) proposal
The CCTB proposal provides for the determination of a single set of rules for the calculation of the corporate
tax base. It would be mandatory for groups of companies with consolidated turnover exceeding €750 million
during the financial year for companies established under the laws of a Member State, including its permanent
establishments (PE) in other Member States, and for PEs of a company, established under the laws of a third
country, that are located in EU Member States. Companies that remain below the threshold would have the
possibility to opt into the system. Under CCTB, companies would still have to file a separate calculation and
tax return in all Member States where they have a taxable presence. A super-deduction for research and
development (R&D) costs aims to support innovation, while an allowance for growth and investment (AGI)
addresses the problem of debt receiving more favourable tax treatment than investment, through giving
taxpaying entities the possibility to deduct equity from the taxable base. The introduction of an interest
limitation rule means that financial costs would be deductible up to the amount of financial revenues (interest
and other taxable revenues). Deduction in the tax year of borrowing costs which exceed revenues would be
limited to €3 million, or 30 % of earnings before interest, taxes, depreciation and amortisation (EBITDA).
Taxpayers would be allowed to carry losses forward indefinitely. General anti-abuse rules (GAAR), and
controlled foreign companies (CFC), hybrid mismatch, and tax residency mismatch provisions are foreseen.
Some provisions (such as a cross-border loss relief) would cease to apply when CCCTB comes into force.

European Parliament position on the CCTB proposal
Parliament's Committee on Economic and Monetary Affairs (ECON) adopted its report on 21 February 2018.
The report in particular amends the proposal with the following additional points:
 Lowering the threshold of mandatory application of the directive from €750 million to zero over a

maximum period of seven years.
 Definition of a digital permanent establishment ('DPE'), to allow taxing of digital multinationals without a

PE in the EU, by deeming that a taxpayer resident in one jurisdiction, but providing access to a digital
platform, or offering one, in another tax jurisdiction, has a DPE in that jurisdiction.
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 Definition of a non-cooperative tax jurisdiction, and exclusion of expenses paid to beneficiaries situated
in these countries from deductible items.

 Deleting measures relating to anti-tax avoidance such as exit taxation, GAAR, hybrid mismatches and
reverse hybrid mismatches, but insisting that the existing anti-tax avoidance rules laid down in Directive
(EU) 2016/1164 be systematically taken into account, and switch-over and CFC rules be strengthened.
Member States should not be prevented from introducing additional anti-tax avoidance measures.

 Replacing the proposed super-deduction for R&D costs with a tax credit of 10 % of the costs incurred for
R&D costs of less than €20 million relating to staff. Deleting AGI and limiting the possibility for deducting
interest paid out on loans, in order to neutralise the current bias against equity financing.

 Deletion of the cross-border loss relief, obsolete due to the simultaneous entry into force of CCTB and
CCCTB. Allowing taxpayers to carry losses forward only up to five years.

 Ensuring a level playing field in the EU and mitigating the administrative burden and costs for SMEs.
 Monitoring and publication of the effective tax contribution of SMEs and multinationals.
 Monitoring and assessment of uniform implementation and ensuring homogeneous interpretation.

The common consolidated corporate tax base proposal
The CCCTB proposal builds on the CCTB proposal, adding an apportionment formula (for the consolidation
aspect of the CCCTB) for distributing the consolidated tax base between Member States. The proposal adds
new definitions (single taxpayer, principal taxpayer, group member, consolidated tax base, apportioned share,
competent authority and principal tax authority). It sets rules on: parent company and qualifying subsidiaries;
the effect of consolidation; timing; the elimination of intra-group transactions and on withholding taxes and
other source taxation. It also provides for the determination of, inter alia, fixed assets, long-term contracts,
provisions, revenues and deductions when joining a group, timing for depreciation, fixed assets and losses
when leaving a group, and rules on the termination of a group. A withholding tax is introduced on interest and
royalties paid by a group member to a recipient outside the group. The formulary apportionment system
consists of three equally weighted factors (labour – payroll and number of employees, assets, and sales by
destination). The principal taxpayer, or a competent authority, may request the use of an alternative method
for calculating the tax share. Specific provisions are inserted for the calculation of asset and sales factors for
financial institutions and insurance undertakings, and for the oil and gas industry and shipping, inland
waterway transport and air transport. The tax liability of each group member results from the application of
the national tax rate to the apportioned share. Specific procedural elements are also determined.

European Parliament position on the CCCTB proposal
The ECON committee adopted its report on 21 February 2018. In particular its amendments would supplement
the proposal on the following points:
 Modifying the apportionment formula by adding a fourth factor, 'data' factor.
 Insertion of DPE and the obligation for the Commission to analyse ways to increase the effectiveness and

efficiency of settlement of disagreements between Member States (such as a dispute settlement
mechanism), and setting up a transitional compensation mechanism for Member States which may lose
tax revenue with the introduction of a CCCTB.

 Deletion of provisions relating to specific sectors, notably shipping companies. Clarifying and streamlining
a number of provisions (effect of consolidation, definitions of 'consolidated tax base').

 Ensuring a smooth transition to CCCTB for Member States; tasking the Commission to propose to allocate
a part of CCCTB revenue to the EU budget and proportionally reduce their contributions.

 Transposition would to be brought forward by one year, with Member States' deadlines for adoption and
publication in/by 2019 and application starting by 2020.

 Should the Council fail to adopt the proposal, the Commission is requested to issue a new proposal based
on Article 116 of the Treaty on the Functioning of the EU (under the ordinary legislative procedure). As a
last resort, enhanced cooperation should be initiated by willing Member States.

Consultation procedure: Committee responsible: ECON;
CCCTB: 2016/0336(CNS) Rapporteur: Alain Lamassoure (EPP,
France); CCTB: 2016/037(CNS) Rapporteur: Paul Tang (S&D,
the Netherlands). See also our 'EU Legislation in progress'
briefings on CCTB and CCCTB.
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