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. OPENING OF THE MEETING

The workshop on the CCCTB (Common Consolidated Corporate Tax Base), chaired by the
CS (Commission Services), was attended by experts from al MS (Member States), invited
representatives from the business organisations and academics. An attendance list is attached
as annex. The Chair welcomed the participants and opened the meeting. The Chair outlined
the four papers that would be discussed over the course of the day:

(i) Eligibility tests for companies and definition of a CCCTB group (WP CCCTB/RD\001);
(ii) Business reorganisations in the CCCTB (WP CCCTB/RD\002);

(iii) Transactions and dealings between the group and entities outside the group (WP
CCCTB/RD\003);

(iv) Anti-abuse rulesin the CCCTB (WP CCCTB/RD\004).

II. UPDATE FROM THE COMMISSION SERVICES ON THE PROGRESSMADE

The Commission Services (CS) gave an overview of the work on the CCCTB since the last
forma meeting in April 2008. The reference working documents remain CCCTBWP57
(outline of the tax base and the consolidation), CCCTBWP060 (sharing mechanism) and
CCCTBWPO61 (administrative framework), but there was a need for clarifications on the
issues addressed in the four above working papers. The work on the legidative drafting isin
progress and is expected to lead to a proposal for the first quarter of 2011.

Business Europe (BE) were given the floor and indicated that they were pleased that the
technical work on the CCCTB had resumed. One M S indicated that in the intervening period
Governments have not made progress on alleviating double taxation and providing cross-
border loss relief. There is a challenge to European growth from Brazil, Russia, India and
China. A well functioning corporate tax system is akey factor for growth. ThisMSis hopeful
that a Regulation or Directive on the CCCTB will be published as soon as possible next year.

1. WORKING PAPER | - ELIGIBILITY TESTS FOR COMPANIES AND
DEFINITION OF A CCCTB GROUP

The CS gave a PowerPoint presentation summarising the main features of this paper.

Discussion on this paper focussed on the following main areas:

e Three eligibility tests —a number of speakers indicated a preference for a two part
test and suggested that the thresholds should all be the same and possibly lowered
to 50% to allow for joint ventures. There was not however an overwhelming view
in favour of reducing the eligibility to two tests and lowering the thresholds with
one speaker noting that the US has a threshold of 80% for consolidation.

! Throughout the document the terms 'members, 'experts, and 'Member States' (MS) are used. In conformity
with other documents, these should be understood to refer to individual experts participating in the meeting.
They do not indicate any formal position or view of aMS.



Entering and leaving rules- there was a general view of those speakers that took
the floor that the rules on entering and leaving the group should be simplified. A
possible approach would be entering the group at the start of a fiscal year and
possibly leaving at the end of afiscal year.

Definition and listing of an eligible taxpayer and third country entities with a
similar form, exchange of information and the applicability of the Council
Directive on Mutual Administrative Assistance. Some discussion of pros and cons
of alisting approach followed. When the top company opts, it is going to have to
deliver alisting of the group. There will be an element of checking.

One MS made a political intervention re-iterating its position that it does not
favour an optional approach to the CCCTB but rather a mandatory approach.

The CS thanked the speakers and indicated that as a proposal has not yet been made the CS
was still open to input from everybody and encouraged written comments.

V. WORKING PAPER Il - BUSINESS REORGANISATIONSIN THE CCCTB

The CS gave a PowerPoint presentation summarising the main features of this paper.

Discussion on this paper focussed on the following main areas:

Entering rules - Ring-fencing of pre-consolidation trading losses: ring-fencing is
considered as a good solution. But for one representative from business, the pre-
consolidation trading losses should be available for offset against the consolidated
tax base in some circumstances.

Entering rules - Unrealised gains on fixed assets - 5-year rule for adjustment: a
number of speakers suggested that this rule does not take into account the specific
situation of real estate and could be too long for short term assets.

Entering rules - Proxy for self-generated intangible assets: this proposal is seen as
a good compromise, avoiding too much work for the evaluation of intangible
assets and useless evaluations inside the group. But a number of speakers said that
self-generated intangibles would not be captured in full and that it will be difficult
to evaluate the costs incurred if there is no transfer pricing mechanism any more.
One speaker raised a problem of partially deductible R&D costs and considered
that they should be only partialy taken into account for tax purposes in the
CCCTB. This speaker also mentioned that, conversely, where totally deductible
R& D expenses get tax credits, a double dip may appear.

Reorganisations between two or more CCCTB groups: one MS asked for further
clarification on the apportionment of losses when no taxable presence is left in a
Member State.

V. WORKING PAPER |11 - TRANSACTIONS AND DEALINGS BETWEEN THE
GROUP AND ENTITIESOUTSIDE THE GROUP

The CS gave a PowerPoint presentation summarising the main features of this paper.

Discussion on this paper focussed on the following main areas:

International agreements and CCCTB: a number of speakers addressed issues
concerning the treaty to be applied and the calculation of profits according to
arm’s length principle or to the CCCTB rules. When OECD rules are to be



observed, comments were made on situations where the amount to be taxed under
OECD rules is different from the one under the CCCTB rules. A suggested
solution was that the CCCTB will apply even if it leads to a greater taxable
amount. And when the taxable amount under the CCCTB rules is smaller than the
one calculated under the OECD rules, the taxpayer should get a credit only for the
tax which has been paid.

Relief for double taxation - Exempt income: one speaker queried what happens to
foreign losses and recapture rules, suggesting relief should be available.

Relief for double taxation - Relief by credit: some speakers proposed allowing the
carry forward of outstanding credits. One M S spoke against this proposal.
Withholding tax in the MS of source: one speaker considered that the proposal
would consist in adding new reporting requirements, which would not be a
simplification.

Associated enterprises. one speaker addressed an issue concerning the OECD
approach dealing with PEs and Head Offices as separate entities and considered
that this OECD approach should not lead to splitting general enterprises into two
parts. This speaker ssimply suggested ignoring head offices in this context.

VI.  WORKING PAPER IV - ANTI-ABUSE RULESIN THE CCCTB

The CS gave a PowerPoint presentation summarising the main features of this paper.

Discussion on this paper focussed on the following main areas:

General Anti-Abuse Rule: a number of speakers mentioned that there is no need
for a GAAR in the CCCTB regime. Three MS considered it on the contrary as
important to have a broad general anti abuse rule and proposed to replace the “sole
purpose” by “main purpose” or by the notion of purely artificial arrangement.
Disallowance of third-country source interest deduction: one MS asked for a
listing of recognized stock exchanges and for criteriain order to recognize them.
CFC Legidation: two speakers asked for an exemption in case of active trade and
business, particularly as regards developing countries. One MS considered that the
thresholds proposed in the working paper aready deal generously with these
situations.

Rules to tackle double deductions in the so-called 'sandwich cases: one MS asked
for an explanation on how the double deduction will be avoided.

VII.CLOSING OF THE MEETING

The CS closed the meeting with the following comments:

- aproposal is expected to be brought forward for the first quarter of 2011,

- concerning the definition of the group members and the coverage, some speakers were
looking for a wide and others for a narrow scope. In addition, there is probably a need for
simplification. These are issues that will be reflected on;

- concerning the business reorganisations, speakers expressed concerns about the use of a
proxy for the valuing of intangibles. The answer will have be pragmatic and simple;

- concerning the entities outside of the group, there is an interaction with double tax
conventions. An accommodation on that will have to be found;



- concerning the GAAR, the CS will continue to reflect on this issue and aso on specific anti-

abuse issues;
- written comments are still welcome, in particular on any of the detailed technical points
raised which were not addressed in full during the meeting.

The CS thanked the participants and closed the meeting.
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