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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
compantes in the ET. The lack of a common system and the multitude of national tax rules
create a complexity in doing business across borders.

The Business in Europe Framework for Income Taxation (BEFII) proposes a
comprehensive solution to business tazation for the ETT, based on a common set of rules
for the tax base and a more structured approach to the allocaton of profits between
MMember States. This mnitiative builds on the 2021 OECD/G20 Inclusive Framework Two-
Pillar Approach.

(B Summary of findin gs

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 because 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 previous corporate tax
inthatives. It should better explain how the initiatve fits with the OECD Pillar I and Pillar
IT worle. Tt should also summarn se the main features of the national tax frameworks.

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

Thiz opinion concerns a draft impact assessment which may differ from the final version.

Conmission emmptermeFinmnpese C onmis sie, 1049 BnuxellesBrus sel, BELGIQUEBELGIE - Tel. +32 22991111
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evidence, the description of the consequences. Tt should clarify the causal link between the
design of a patticular tax system and business decisions and discuss the available evidence
on the magnitude of double taxation andfor overstaxation. It should explain how the
problem will evolve without ET interventi on, with a consideration of relevant ongoing and
existing legislation (including international policies).

{3) The report should better explain the analysis of benefits. Tt should clarify the validity
of the cost saving estimates. It should better explain the ‘simplified tax regime’ variable
used in the regression analysiz 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 saving potential) of the option packages with veluntary 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 imtiative. 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

{5 The report should better present and discuss the distnbutional impacts of the 1nitative.
It should prowide the estimates of the GDP and tax revenue % increases in absolute (EUE)
terms.

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

The Board notes the estunated costs and benefits of the preferred option in this 1nitiative,
as summansedin the attached quantification tables.

Some more technical copunents have bean sent directly to the author DG

(D) Conclusion

The D must revise the report in accordance with the Board’'s findings before
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.

Full title Business in Europe: Framework for Income Tazation (BEFIT)

Propeosal for a Directive on Business in Europe: a Framework
for Income Taxation

Eeference number FLATZ022/663

Submitted to ESB on 26 April 2023

Date of ESBE meeting 24 Mlay 2023
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uantification tahles extracted from the draft impact assessment report

ANNEX:

The following iables coniain information on the cosis and benefiis of the inifiafive on
which the Board has given its opiniar, as presenizd above.

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
repari, as publishad by the Compgssion.

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

Description Amount Comments
— Direct benefits

Sigraficant reductions of CIT- Anestirnated 1.8 illion cmoss-border ope rating

related compliance costs for firrns will enjoy corapliance cost reductions of

cross-border ope rating firrs 32%., relative to no simplification (w thout

(large and staall enterprized).  [ETE 3 to 4 billion per year BEFIT). Ilorecrver, purely dorae stic finns will
expand their operation cross-border, incentivised
by BEFIT. Thewwill then also enjoy lower CIT-
related tax corpliance costs.

Cost saving in legal advice and

litigation procedure s

conc erning transfer pricing |

included in the aborve-

mmentioned ETRE 3 - 4bn.

Ilore legal certainty, higher tax
rle transpa rency will bring
miote crossborder rvestroe nt,

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

The share of crosshorder operating firrns is an
estirnated 11% today It could dowble in the
fuhure dug to BEFIT s major simplifications and

the rebryr higher productivity. harmonizations.
Indirect benofils
Administrative cost savings related to the ‘one i, one out’ approach *
Recwrent (directindrect)y |EUR 3 1o 4hillion per year
Ote-off fi0te

{1} Esfimates are gross valwes relaive fo the baseline for the preferred opfion as a whele (1. e. the impact of
Individual acfions/obll gafions of the preferred opfion are aggregated fogefher ), (2 ) Flease indicafe which

sfakelholder growp is fhe man recipiert of the berefit in fhe commert secfion; (2 ) For reductions in regulafory
cosfs, please describe defails as fo how e saving arises (6.2 rediwrfions 1 adjustment costs, adminisfrative
cosfs, regulafory char ges, exfforcement costs, efe., ) () Cost savings relafed fo the ‘one i, one ouf’
approach @ e explaimed in Tool #38 and #59 of the beffer reqiafion’ foclbox. *if relevant They showld be
presenfed as “recurrent vl cosfs savings ' @id Vone-off costs savings " (e eserted as nef presevt value of
one-off cost savings over the whole pericd)

II. Overview of cosis — Preferred option
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Cost of IT
programmes and
softwr ate

l?custfor IT customiszed to
tvestment accommodate
Direct Cost of staff Cost of 1T fr}]{;oliamnag;nfm Costfor IT
adjustment ik Hia training to ctem undates | BEFIT it enarce
costs become familiar |~ P ) gystetm updates
writh the new Cost of staff
rues o
tattig to
hecome familiar
with the new
rules
EEFIT The cost of Staff devoted
Element 1 fulfilling the T":' excha.t_lge of
—Common procedures information
Rules fora | _ under BEFIT among i
Tax Bage |Direct wrill soom admiri stration
and adtmind strative His N hecome gin M3 where
Allocation | costs business as each BEFIT
of Income uoaal and g
for Large replace the matntaing
Croups cutrent system taxable
presetice
Cost for:
- patrticipation
in the BEFIT
Committees
- cootdinating
Direct an;twns athomg
enfor cement HiA N daffere.n.t ta?:
ot autharities in
case of
inspections
- cost of
g the
“Traffic Light
System’
Element 2 | Direct s Cost of staff Cost of staff
- adjustment NiA tr it to trairing to
Simplific | costs become familiar hecome
ationfor with the new familiar with
SMEs rules the new rules
with Direct IR IO The cost for
PE(d) in admiristr ative fulfilling the
(atfiather | costs new BEFIT
Mem bet procedures will
States) soof becotme
husiness-as
usial and
teplace the
murtent
arstemithat is
tmuch thore
tardensome)
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Direct
enforcem ent
costs
Direct Cost of training Cost of traiming
. to become to hecote
adjustment Familiar with the Familiar with the
Element 3 costs new rules new rules
- Common Direct
Approach o .
to Transfer adimind strative
T

A explained above, it has not been possible to estimate costs for stakeholders with any

prec

s1om.

* Cosits related to the ‘one @, one out approach

« Total

s Direct and
indirect
adjustmert
costs

s Administrativ
e cogts (for
offsetting)

{1} Estimafes (gross values ) fo be provided wifh respect fo fhe baselive; (2) costs are provickd for cach

idenfifinble acficw/obligation of fhe preferred opfiom otherwise for all refaned opficns when wo
preferred opfion s specified; (3) If relevart and available, please present information on cosfs
according fo the sfavdard fppology of cosfs fadiustment costs, admivisfrafive cosfs, regudatory
charges, enforcement costs, mdivect costs, ) (€) Admivistrafive costs for offseffing as explained in
Tool #5258 avd #39 of the Dbetfer regulafion’ toolbor, They showld be presenfed as “recurrent avend
cosfs” and “ome-off cosfs " fpresenfed as vef present value of costs over the whole pericd) The fofd
adiusfment costs showld equal the sum of the adiusiment costs presented i the wpper part of the
table (whenever fhay are guanfifiable andior can be monefised) Measures faken with a view fo
compensafe adiustment cosfs fo the gredafest exfent possible are preserfed as relevanf in fhe secfion
of fhe impact assessment reporf presenfing fthe preferred opfion,
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