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Input requested
Members are invited to:
take note of the secretariat’s short summary of the European Commission (EC)’s proposals for a Business in Europe Framework for Income Taxation (BEFIT) Directive and Transfer Pricing (TP) Directive;
share their views on and assessment of the proposals with the secretariat by 28 September cob. 

Feedback may be provided through Insurance Europe’s validation tool.

Summary
On 12 September the EC published a proposal for a BEFIT Directive and a TP Directive (see FLASH-23-101):
Proposal for a Council Directive on BEFIT;
Proposal for a Council Directive on TP.

The EC also published a Q&A about the newly released proposals and a press release.

The proposal for a BEFIT Directive aims to introduce the following changes:
A single set of rules to determine the tax base of large domestic and multinational groups of companies.
The tax bases of all members of the group will be aggregated into one single tax base.
Each member of the BEFIT group will have a percentage of the aggregated tax base calculated on the basis of the average of the taxable results in the previous three fiscal years.
The new rules will be mandatory for groups operating in the EU with an annual combined revenue of at least €750 million, and where the ultimate parent entity holds at least 75% of the ownership rights or of the rights giving entitlement to profit. 
The rules will be discretionary for smaller groups, which may choose to opt in as long as they prepare consolidated financial statements.
The proposal additionally includes provisions for a simplified approach to transfer pricing compliance.
Notably, the proposal does not include a provision to introduce formulary apportionment.
The EC expects that the proposal should come into force on 1 July 2028.

The proposal for a TP Directive aims to introduce a number of changes to harmonise transfer pricing rules in the EU to increase tax certainty and mitigate the risk of litigation and double taxation. For example:
The proposal introduces a common definition of associated enterprises that is based on the economic substance of the relationship between the entities.
The proposal introduces a common approach for Member States to make adjustments in order to avoid double taxation.
The EC lists pricing methods to be used for applying the arm’s length principle, in line with OECD’s transfer pricing guidelines. 
The EC introduces provisions that aim to minimise disputes, and, to lower the compliance burden for taxpayers when operating cross-border within the Union, intend to introduce a common template for the transfer pricing documentation.
The EC expects that the proposal should come into force on 1 July 2026.

On 12 September, the EC also released a proposal for a Directive on Head Office Tax System (HOT) for SMEs, introducing tax simplifications for SMEs (see here for legal text). The HOT Directive comes as part of a broader ‘SME Relief package’.

Members are invited to send their comments and views on the proposals for a BEFIT Directive and TP Directive, as well as feedback on the HOT Directive, if any. Based on the input from members, the secretariat will prepare a  set of key messages, to be used in any follow-up engagement with the EU institutions. The deadline for the initial round of contributions is 28 September. 

Background
On 16 March 2011, the EC published a proposal for a Directive for a Common Consolidated Corporate Tax Base (CCCTB). The EC’s proposal aimed to provide companies with a single set of corporate tax rules for doing business across the internal market.

To achieve this, the CCCTB was developed as a tool for attributing income to where the value is created, through a formula based on three equally weighted factors (i.e. assets, labour, and sales). Since these factors are attached to where a company earns its profits, they are more resilient to aggressive tax planning practices than the widespread transfer pricing methods for allocating profit. 

The adoption of the proposal was stalled, as it was considered too ambitious to be adopted in a single step and given the lack of agreement on some critical aspects of the proposal (like consolidation). After an almost 6-years-long process, it was officially withdrawn on 28 February 2017.

In October 2016, the EC proposed to re-launch the Common Consolidated Corporate Tax Base (more info here). The two main changes with respect to the 2011 proposal consisted of:
Mandatory CCCTB, at least for multinational companies. 
A step-by-step approach, with consolidation to be postponed to the second step.
The EC expressed the intention to withdraw the proposal, announcing BEFIT to replace it, in its communication on business taxation for the 21st century (18 May 2021).

In October 2022 the EC launched a call for evidence for an impact assessment and a public consultation. Insurance Europe responded to both the call for evidence and the public consultation. A summary of the points raised in the response can be found in the last Taxation WG background notes: ECO-TAX-23-077. 

During the Taxation WG meeting that took place on 13 June (ECO-TAX-23-076), Ioanna Mitroyanni, Deputy Head of Unit of Company Taxation Initiatives (DG TAXUD, EC) gave a presentation on the BEFIT initiative (ECO-TAX-23-086) and, further to the subsequent exchange of views with members, invited Insurance Europe to submit additional input.

On 3 July, the secretariat delivered Insurance Europe’s contribution on BEFIT to DG TAXUD (ECO-TAX-23-094). 

On 14 July, Ms Mitroyanni responded to the comments sent by Insurance Europe about BEFIT (ECO-TAX-23-097). 

Next steps
28 September, deadline for members to provide feedback about the proposal. 
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