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Guidel ines on company taxation

(Communication from the Commission to the
Counci! and to the European Pariiament)

1. The purpose of this communication Is to set out the guidefines which
the Commission plans to follow In the field of company taxation and the
measures whlich It thinks should be taken at Community fevel to create a
company tax environment tallored to the establishment and further
development of the internal market.

2. The first part of the communication is glven over to an examination of
the tax problems that will need to be resolved between now and completion
of the Internal market by the end of 1992. The general analysis Is

supp lemented by an account of the measures that should be taken as a matter
of priority bestween now and 31 December 1992.

The second part examines the procedure to be followed in the face of closer
integration of Member States’ seconomles.
INTRODUCTION

A tax strategy geared to the requirements of economic integration

3. According to conventlonal economic analysis, any form of company
taxation is llable to bring about economic distortions (lack of neutrality)
because it may glve rise to decislons on the location, nature and financing
of Investment would not have bsen taken In the absence of company taxation.
Such distortlions arise because company taxation introduces a blas ‘into the
relationship between an investment projsct’s economic rate of return and



the after-tax rate of return to the investor. It should be pointed
out that In the Community context the extent of this tax blas on an
Investment project may vary Dbetween Member States depending on
differences In the tax base, the rate of tax and, sometimes, the
characteristics of the tax system.

4. From a theoretical viewpoint, the possibility could therefore be
considered of harmonizing national company tax systems at Community
level so as to ensure complete tax nsutrafity.

5. However, there are a number of basic considerations why the
Community should hold back on the harmonization of company tax systems
In the Member States, particularly In view of the principle of
subsidiarity.

Member States should remain fres to determine thelr tax arrangements,
except where these would lead to major distortions.

A further analysis Is necessary to check the possible existence and
extent of such distortions, and particularily those which might affect
decisions as to the location of investment.

Quite apart from the differences In the tax burden on companies, there
are many other factors determining the decisions of direct investors.
These include, for example, the need to locate a project close to the
market served, differences In labour costs, the quality of public
services and sconomic Infrastructures.

6. In view of these factors, the Commission bhas reached the
concliusion that Community actlion should concentrate on the measures
essential for completing the Internal market. The Important question
of the advisabiilty and possible forms of ths harmonization of company
taxation should be reexaminsd closely and on new bases before any
proposals can be presented.



FIRST PART

The tax problems to be resolved and the measures to be Implemented
before 1993

A. The main tax problems posed by cross-frontisr cooperation

7. The Single European Act defines the Internal market as "an area
without Internal frontiers In which the free movement of goods,
persons, services and capital |Is ensured...".

8. At the present time, there are 12 tax territorlies iIn the
Community, each with Its own tax system. Each of these systems |Is
complete as regards the Internal situation of the Member State
concerned. By Its very nature, national leglisiation provides for the
unilateral tax treatment of the activities of companlies. That
legisliation frequently entails tax treatment which places
cross~frontier activities at a disadvantage compared with national
activities and lsads in particular to double taxation, and this In
turn places an equivalent extra burden on companies.

9. Now, onhe of the alms of the Internal! market Is to enable companies
to operate throughout the Community without falling foul of
legislative frontiers or obstacles. The economic benefits of the
internal market will flow from the éxpansion of companies’
transnational activities. National legistation must therefore be
adapted to that objective. Given the magnitude of the differences
between national systems, Community measures are needed.

10. Although billateral double taxation agreements have In some cases
helped to reduce the extent of these obstacles, they are far from
providing a satisfactory answer to the requirements of the Iinternal
market. Thls |s because they do not cover all bilateral reiations
between Member States,! they do not achieve complete abolition of
double taxation and, In particular, they never provide any uniform
solution for triangular and muit!lateral relations between
Member States.

1 See Annex 1.
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11. In the case of the setting-up of transnational companies, the
obstacles encountered stem from the system of taxation of capital
galns realized on mergers, divisions, contributions of assets or
exchanges of shares between enterprises from different
Member States.

Although taxation of such operations within a Member State is
generally deferred untll the capital gains are actually realized,
there Is no such possibllity for transnationat operations, where
the resultant tax cost may be such that they are no longer
worthwhile.

Such obstacles are not restricted only to companies with share
capital but may also affect enterprises which do not have legal
personality, which Is the case, for example, with many small and
medium-sized firms.

12. In the case of the functioning of groups of companies, the
tax obstacles are manlifold. The most Important obstacle lies In
the withholding taxes applied by a large majority of Member States
to dividends distributed by a subsidiary in a particular
Member State to Its parent company In another Member State.!

13. A second category of obstacle involves double taxation
resulting from ad justments in transfer prices made by
Member States according to different rules and procedures.

Such economlc double taxation arises batween associated
enterprises where transactlons are not carried out at market
prices but at internal prices, known as “transfer prices”.
Natlonal tax administrations may decide to adjust these prices if,
In thelr view, they do not correspond t{o the prices that would be
fixed bstwaen independsent snterprises under conditions of
unrestiricted compstition. Whers the upward adjustment of a price
which |Is deemed to be too low by the tax administration in a
Member State Is not accompanied by a corresponding reduction in
the tax base In the other Msmber State, double taxation occurs.

1

See Annex 2.
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At the moment such double taxation can admittedly be resolved by
way of the amicable procedure provided for In bilateral
conventions, In accordance with Article 25 of the mode] OECD
Convention. However, while the amicable procedure  must be
initiated in all cases, It does not require the administrations
concerned to reach an agreement. In practice, therefore, this
Instrument has shown Itself Incapable of resolving all cases of
double taxation.

14. A third factor penalizing transfrontier activities Is the
absence in many cases of natlional provisions allowing an
enterprise to set agalnst Its profits the losses Incurred by |Its
permanent establishments or subsidiaries abroad.1

The Inequality of treatment where transfrontier activities are
concerned Is particulariy striking In the case of permanent
establ ishments. Whereas the results of establishments in the
Member State In which the head office Is located are an Integral
part of the results of the enterprise, the mere existence of a
frontier between a permanent establishment and the head office
means, In some Member States, that losses Iincurred by the foreign
permanent establlshment are not deductibie from proflts made by
the head office. As a result, the enterprise pays an amount of
tax that Is excessive in terms of its total net results, since tax
Is applied to the results achieved solely in the Member State In
which the head office Is located.

This problem does not arise In Member States which take Into
consideration the profits or losses of a foreign permanent
establishment and which, In the case of profits, avold double
taxatlon by crediting the foreign tax against their own tax
(imputation or tax-credit method). In addition, some
Member States which exempt the profits of the foreign permanent
establishment allow deductlon of foreign losses. To the extent
that the permanent establishment earns profits In a subsequent
year, the sums deducted are re-incorporated into the head office’s
resulis and taxed.

Such Inequality of treatment In respect of transfrontler
activities also affects subsidlaries although the legal position
is not the same as In the case of permanent establishments. This
is because subsidiaries have legal personality and, even where
subsidiaries set up on national terrltory are concerned, not all
Member States allow thelr losses to bs set off against the parent
company’'s profits and, where this [s allowed, It I8 subject to
restrictive condlitions.

1

See AnnsXx 3.
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15. There are also obstacles that Impede the flows of royalties
and Interest within groups of companies. While such payments do
not attract withholding tax  within a Member State, widely
differing rates of withholding tax are levied In the case of most
international relations.? In theory, such withhoiding taxes can,
it Is true, bes set off against the tax payable by the recipient
enterprises. However, leaving aslide the fact that this Is not
always possible, Implementation of the provisions of bllateral
agreements laying down reduced rates invariably entalls
administrative formalitles that are often cumbersome and costly.

16. The removal of all of these tax obstacles currently
preventing or Impeding cross-frontler business actlvity within the
Community I8 one of the Community‘’s prlority tasks. To that end,
it Is necessary to Implement as soon as possible a series of
measures whose adoptlion shouid be facllitated by the fact that
they do not affect the esssnce of national tax systems and their
budgetary consegquences are relatively limited.

Measures to be implemented as soon as possible

17. The Commission has already presented three proposals for
Directives on this subject together with a tax measure linked to
the proposal on the Statute for a European company. It will
shortiy present two further proposals and It Intends to take
certaln measures relating to the tax environment of companlies.

Proposals aliready presented

18, The Commission has put forward a package of three proposals
for Directlives designed to ancourage cooperat ion between
enterprises from different Member States:

The "mergers” Directlve

19. This proposal provides for any capltal gains arising from a
merger, a division or contributlon of assets or an exchange of
shares to be taxed not at the time of the operation In question
but only when capital gains are actually reallized. It specifies
the conditions which Member States may Impose on the deferral of
taxation.

The adoption of this proposal is Important for the actual
formatlon of European companies by merger, which Is the principal
method of formation provided for In the draft Statute for a
Europsan company presented by the Commission In August 1988.

See Annex 4.
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The "parent companies and subsidiaries” Directlive

20. This proposal Is Intended to eliminate the double taxation of

the dividends distributed by a subsidlary establiished in one

Member State to fts parent company established In another

Member State. To that end, It provides for:

- the Member State In which the subsidiary Is established to
abolish any withholding tax;

- the Member State in which the parent company Is established to
exempt the dlvidends or else to tax them while at the same
time Imputing the tax charged in the Member State In which the
subsidiary Is establlished against Its own tax.

The "arbitration procedure” Directive

21. The third proposal provides for the introduction of
procedures designed to ensure, within speclfied periods, the
elimination of double taxation that occurs iIn connection with the
adjustment of the profits of associated enterprises when an upward
adjustment In an enterprise’'s profits In one Member State Is not
accompanied by a corrasponding adjustment In the results of the
other enterprise In another Member State. To that end, It
provides, firstiy, for +the generai application of the amicable
procedure already provided for in bllateral double taxation
agreements and, secondly, for the Introduction of an arbitration
procedure which must be Initiated automaticaily In the event of
the faliure of the amicable procedure and which must lead to the
elimination of double taxation.

22. As most of the problems raised by these three very old
proposals In the Council have been resoived, the Commission
considers it essential for the Counclil to adopt them &as soon as
possible, as [t was urged to do by the European Council at Its
meeting in Strasbourg In December 1889.

Proposals to be presented

Need for account to be taken of foreign profits or losses

23. In its proposal for a Council Regulation on the Statute for a
European company, the Commission Iinciuded provisions (Article 133)
stipulating that, where, during a tax period, the aggregation of
profits and losses of the permanent establlishments which a
European company has In a Member State or third country results in
a net loss, that loss may be offset against the profits of the
European company In the Member State where it Is resident for tax
purposes.
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24, The Commission considers that the provisions permitting
foreign losses to be taken into account at company level should
apply to all companies engaged In transnatlonal activities. It
will therefore shortly present a proposal for a Directive covering
all companies Irrespective of legal status, Including small and
medlum-sized firms.

That proposal wiil also deal with the treatment of losses of
subsidlarles estab!ished abroad.

25. The practlical Implementation of the solutions set out In the
two previous points will be greatly facilitated if atl
Member States apply the same arrangements for the carry-forward or
carry-back of losses for tax purposes. Those arrangements
currently differ — in some cases apprecliably — as regards. the
possiblility of carry-back, the fength of the perlod of
carry-forward and the definition of the losses which may be
carried forward or back.l

In 1984, the Commission presented a proposal for a Directive on
the harmonization of systems for the carry-forward and carry-back
of losses for tax purposes, on which the Councl! has not yet taken
a decislon. it urges the Counci! to resume Its examlnation of
that proposal, which has been held up for a number of years, with
a view to its speedy adoption.

The abolition of withholding taxes on interest and royalty
payments within groups of companies

26. The Commission wlll shortiy propose that these taxes be
abolished aitogether. Arrangsments could be made for their
gradual abolltion to help those Member States which are majJor net
importers of capital and technology and for which the taxes on
these payments rspresent an appreciable source of tax revenue.

Other measures to be taken

Rules and regulations governing transfer pricing

27. The Implementation of the provisions relating to the
arbitration procedure wllii guarantes the abolition of economic
double taxatlon occurring between assoclated enterprises.

While that procedure undoubtediy represents an improvement
compared wlth the present sltuation, the best solution would be to
prevent any double taxation.

1

See Annsx 5.
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The Commission therefore proposes to carry out a systematic
examination of Member States’ rules and regulations on transfer
pricing (the differences In which are the main cause of double
taxation) with a view to making them more uniform. It will also
examine with the Member States the conditions under which a
cooperation procedure couid be establ ished between the
administrations concerned where one of them Iintends to adjust the
profits of an assoclated enterprise. The organization of
simultansous tax checks on companies or establishments of a
multinational company situated In different Member States could
greatly facllitate such cooperation.

Transparency of Incentives

28. In almost all the Member States company taxation Is used as a
vehicle for Incentives through which economic or structural policy
objectives are pursued. Of course, where such measures take the
form of ald, the Treaty rules on compsetition apply.

The difficulty stems from the lack of transparency of these
specific tax measures. Most of them take the form of special tax
rules and reguiations concerning the tax base. They are also
increasingly making the tax base more complicated, for example In
the field of depreciation. In addition, for small and
medium-sized firms, this lack of transparency and complication may
be prejudicial and may Impede the development of cross~frontier
activities.

There Is absolutely no Intention of questioning the aim of these
tax incentlves, provided that the Treaty obligations are observed.

However, Member States should examine their {legisliation to ensure
that incentives apptied are more transparent. For example,
incentives in the form of base reductions could be converted Into
tax credlts or rate reductions.

Direct appilication of the Treaty

29. Furthermore, in the absence of Community Ilegislation In
coertain flelds, It Is essential that the Treaty be appiied. In
particular, the free movement of capital cannot be hindered by tax
measures which do not guarantee the principle of equality of
treatment.
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SECOND PART

Problems of company taxation ralsed by the development of the Iinternal
market

A. The need for new longer-term guldelines

30. The problems of tax harmonization at Community fevel were
examined as long ago as the first half of the 1970s by various
ad hoc committees, In particular the Werner Committee, in the
context of the approach to economlc and monetary union.
Subsequently, In 1975, the Commission presented a proposal for a
Directive on the harmonization of systems and rates of company
taxation In the Member States. Its aim was to limit the economic
double taxation of distributed dividends.

That proposal, which has not been discussed by the Counci! or the
European Parliament for more than ten Yyears now, was based on a
centralized approach to tax harmonization and economic and
monetary union.

Since then, and Iin particular since the Single European Act and
the report on economic and monetary union in the European
Community drawn up In Aprii 1989 at the request of the European
Councli!, a new approach to economic integration has been defined.

This approach gives priority to the coordination and approximation
of policles rather than to systematic use of harmonization. it Is
also clearly In keeping with the principle of subsidiarity (see
First Part).

In the tax field, prlority has besn glven to removing tax barrlers
to completion of the Internal market and, In particufar, to
abolishing all forms of double taxation between now and 1993.

Under the clrcumstances, the 1975 proposal, which, In any case, no
ionger corresponds to the current situation In the Community or
wor id-wlde, has ceased to meet the needs assoclated with
development of the Internal market bsyond 19892. Moreover, some
instances of double taxation between Member States can be resolved
In other ways.

1t would thersfore be logical to withdraw that proposal.
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31. However, the matter cannot be left there. With the
completion of the Internal market between now and the end of 1992,
physical and technical barriers will disappear and the differences
between tax systems in the Member States may well become
Increasingly apparent and Influence Investment decisions. In this
situation of more rapld Integration, the question arises as to
whether further action on direct company taxation Is necessary at
Community level.

32. It Is true that competition between the different economles
already constitutes a powerful stimulus to the approximation of
national legisiation In the company taxation field, and the
gradual completion of the internal market wiii further amptify
that phenomenon.

For example, the tax base and the rates of corporation tax have
undergone falrly marked changes In racent years in most
Member States following the reform which was undertaken by the
United Kingdom and the United States and which consisted of
cutting nominal tax rates while at the same time broadening the
tax base. This reform offers the advantages of transparency and
simpiification, which shouid prove particulariy beneficial to
small and medium-sized firms.

33. However, the question arises as to whether, In view of the
relatively major differences between Member States as regards the

tax burden on companles,1 this spontaneous alignment will alone
be sufficient to meet the needs of an Integrated market and
whether It wili tead to economically desirable taxatlon.

Finally, any attempt by Member States to outbld each other too
much In cutting company taxatlon would not be without Its
problems, whether 1In terms of 1loss of resources for nationatl
budgets or of equity as regards its Impact on the distribution of
the tax burden within each Member State between the varlous taxes
and charges.

Study of new proposals

34. Under these conditlions and In order to be able to examine
whether or not new measures are advisable, the Commission sees a
need for a fresh study which wiil have to take account, firstly,
of the current state of, and prospects for, Community Integration
and, secondly, of the results-of the major tax reforms of the
1980s, both Inside and outside the Community.

1

See Annex 6.
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35. This study will be entrusted to a committee made up of
independent persons chosen for their expertise. This committee,
for which the Commission witl provide the secretariat, will have

to submit its report within a maximum period of one year.
The study will have to answer the following main questions:

(a) do the disparities which exist between corporation taxes! and
the tax burdens on companies from one Member State to the next
Induce distortions In (nvestment decisions affecting the
functioning of the internal market?

(b) If so, can those distortions be eliminated simply through the
interplay of market forces and competition between nationai
tax systems or are Community measures required?

(c) Should any action at Community level concentrate on one or
more elements of company taxation, namely the different
corporation tax systems, the differences in tax treatment
assoclated with the legal status of companies, the tax base or
rates?

(d) Should any measures envisaged lead to harmonization,
approximation or the straightforward estabiishment of a
framework for natlonal taxation? What would be the effect of
such measures or the absence of such measures on Community
objectives such as cohesion, environmental protection and fair
treatment of small and medium-sized firms?

In the I1light of this study, the Commission will declide what
proposals for measures it should present to the Council.

Stepping-up of consultations

36. In order to promote cooperation with representatives from the
Member States, the Commission considers that consuitations should
be stepped up in this field between those responsible for taxation
pollcy in the various Member States. Meetings shouid be held at
regular Intervals, at least once or twice a year, to exchange
informatlon and viewpoints with the Commission on the main
proposals. Such consultation should make it easier for
Member States to take account, in pursuing thelr national tax
policies, of both the impact of the internal market and the
consequences of those policies for the other Member States in the
context of the growing integration and solidarity between the
community economies. These meetings should deal not only with the
problems which arise within -the Community. but also with those
encountered in relations with non-member countries.

See Annex 7.



The

The

- 13 -

. Conclusions

Commission invites the Council and Pariiament to:

take note of the withdrawal of the 1975 proposal concerning the
harmonization of systems of company taxation and of withholding
taxes on dividends and of the guideilnes resulting from this
communication for direct company taxation in the light of
completion of the Internal market by the end of 1992 and beyond;

endorse the Commisslion‘s decisions to:

. arrange for a study to be made of the -company taxation
problems posed by greater economic integration;

step up consultations in the company taxation field with
Member States.

Commission asks the Council:

to adopt without delay the following proposals which have already
been transmitted to it and which are of special importance for the
establ ishment of the Internal market:

the proposal for a Directive on a common system of taxation
applicable to mergers, divisions and contributions of assets
involving companies from different Member States;

the proposal for a Directive on a common system of taxation
applicable to parent companies and subsidiaries from different
Member States;

the proposal for a Directive Introducing an arbitration
procedure for eliminating doubie taxation in the event of the
adjustment of proflits between associated enterprises.

to examine In the light of this communication the proposals
concerning :

arrangements for the taking into account by the parent company
of foreign results;

the abolition of witholding taxes on royalties and Interest
payments

as soon as the Commission has presented them.



ANNEX 1
(Situation as at 1.1.90)

RELATIONS BETWEEN MEMSER STATES NOT COVERED
BY A BILATERAL AGREEMENT.

- Demmark - Greece
Greece ~ Spain

Greece -~ Ireland
Greece -

Greece - Portugal
Spain ~ Irelard
Portugal - ILaox

embourg
Portugal - Netherlands
Portugal - Irelard.
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Rotes:

€Y

(2
(3

Rate applicable in the case of a substantial holding; the minimum
percentage required for a holding to be considered substantial is.
indicated in brackets.

Rate applicable in the case of a minority holding.

Four rates are applied depending on the circumstances:

shares quoted on the shares not quoted on the
Athens stock exchange Athens stock exchange

bearer shares 45 50
registered shares 42 47

(4

(5)
(®)
(7
(&)
(@

10

Rate reduced to 5% if the recipient company is not liahle to Dutch tax
on the same dividends.

Cases where Swiss companies are controlled by Swiss residents.
Rate for a holding of at least 10%: 10%.

No tax credit granted.

Tax credit granted = 25/75 of the dividerd.

Tax credit granted - 25/150 of the dividend.

Rates provided for by the bilateral agreement ; in practice the rate
of 15 % 1is also applicable in the case of a substantial holding.

R



Summary table showing the extent to which losses may be offset within each
Member State and in relations with other countries. ‘

N.B.

@)

(i1)

Permanent establishments resident in the same State as the
company are not inciluded Iin the table., The profits or
losses of such establishments are always included in the
campany's results, in all Member States.

A “"consortium” means a holding company owned by a group of
campanies (in Irelard, a maximum of five), each with at
least 5%, and jJointly 75%, of the share capital.



o1
¥

(5253 YOh5 Ul $3550)
40 ucijyonpap ou) anijsbau si sjuowysijygelsa
jusuewsad 118 JO 311NS3J4 )1RITAD 3y}

REERT)
240yM 3danxa %)dLoujJdd uL poyiow uoileindu]
(193 (Q)(8l6E "14¥)
uo{leqodiosutad
2L 1EWOINE YILM “2337 a3y} UYItm
"BuLpad} jL S4834 G ISJfS
2y} uj 'sasso) Joj suolstaoud (L}) :
(30132090 Uy (%66 30 BulpIOy WNWLULY *Kupiptsqns)
asn paljwe) A43A) ,Wo3sAs 1 wWays4sisibiodd pajeabaiul (}4)
133Ys aalejeq pajeptiosuod,, () Aueduwon Aq Joj pajdo walsAs s3iijodd pajepilosuod ()
140 uoijestidde L uoilepljosuo) 31 wW8384s sitjoud pl40M Japun uotjeindu] 110 uoijes}idde }| uoiLlEp}losuo) asued 4
(%06 30 Burpioy wnwiutw ‘Adetpisqns)
(S31404d pajeptiosucs) uLed
- poyiow ucljeindwy ‘UoL}BpLIOSLQ) Leas
covuagonLoUc+mL.
Y3}pM Sas807] 1o uopjanpap ing ajdisuiad uy (10J43UCD SLWOUCII puUe 1BJINIINIIS
- uo|jduaxa :sjuswaadbe Yitm asuspdodse uj - ‘71ejouBuly Japun AueLpLsqns)
uclLieandwi :jusawasdbs ou ssayy - wiieyosueBug, edaym Guiirlasiig AuBWJd9
: (AJBLPLONS Pauno A})oym) uoL)duaXa Joj sapiaauad juawaaube (AJBLPLSQNS PIUMC £]]04K)
(51} 4040 pajeplosuon) uUe 3dayM uoL1EJOdUOIULIS YILM UCLIIMNPSY - (53t404d pajepliosuoa)
| uoLlepLlosuo) uaLiepijosus) Y ewuaq
uoljelndwl :juawsaaba ou 340YH
(I19-Uy Bos 38 99 riuy)
Jopdao
B uantb e uj uoIeL0dIOIUEAL Y Lm BUuLIIaSH40 - wni6yag

peodqe Asgipisgng

jusuystqelsa ubLodo) JuauBwdsd

21e1S Jaquay ayl up Adeipisqgng

3re3s Joquoy




0

(L4) pue (1) 4o uopjeutquos (111
JOo ‘ung3Jdosuod (L)
40 ‘€2 40 Buipjoy
UNULULW Y31k Adetpysgns h

PoOYisw uotleynduy f3J8ym uoLiep}yosuo) wopBuyy payyun

A (%06 40

uotieindut 4oy apraoad SEUETTEERT IV Bugproy wnupupe ‘Aseipisqns)

{s3sjoud palepijosuos)
Suo{siaoud ymusie)tun ou “juawsadbe ou 41 - uojjeprjosuo) 1ebnjJay
————

§28550) .

$0 350 uL uvorlesodioouiay pue uoijonpag - (%66 “Adeppisqgns)

S3tjoud Jo asen uL uotssauboud UILM UOLIASXS - k SN3e)s
Spoyjaw yioq jo Uot jeuiquoy AT11ua 9yBugs adaym Butiiesyyg Spuglaayap

588807 Lo ua}jonpsp oYM (%66 ‘Ad@ipLsqns)

Uo| 3dwaxa Jaj apiaocdd Sjuawaauby - . satydde wajsds
uotiendut :juswesaBe ou L ,:p+m:umcmago= adays Buiizasyyg B.anoquaxny
Poylsu uotiegndug - Aie1y

UnL3idosuos ()4

46 ‘x5l jo

Buiproy wnwiuiw ‘Aieipsgns 9>

Poyiow wotjeinduy i8J8YA uo(3epLiosuo) puejaug




ANNEXE 4 .1

~
R

‘UGjjDueNndO( {0IB| 4 JO NDEJNY |OUO|IPUIRIU] :8DINOS

oo 1 e | o | o | & | & | & | o | & | o | o | & | uodop |
I o | 2 | e | o | o |l @ | o | &« | & | o | o | & | siun-s1033 |
e T o | o | o lea | o | @al oo | & | o | o | & | sesing |
_ _ | _ | _ _ _ _ | | | | w37y #kog" |
_ | _ _ | _ _ | | | | | | |
I - 1T e | o | ¢ | & | o | & | a | o | o | o | @& | tun-sunokoy |
e | - | o | e | & |z | o | oo | 9w | o | o | & | 1oBnys0g |
e | &« | - | ¢ | & | ¢ | @al & | o | o | o | & | eog-aiog |
l ¢ | & | o | - | & | o | & | &« | oo | o | o | e l Binoquexny |
l'se | o | o | e | - T a | o« | o | o | | o | o I eriovr |
e | & | o | o | & | - | o | & | o | o | & | a | opuojuy |
l'e | 2 | o | o | & | o | - | & | & | o | o | & | eounsy |
l'ao T so | o | o | & | 2 | & | = | o | o | o | & | eubods3 |
e | e | o | o | & | e | o | s« | - | o | o | & | eogsg |
e lwal o | o I o« | o6 | e | wal & | - | e | @ | “eusowey iy |
e | & | o | o | o« | o | & | a | oo | o | ~ | & | yaoweuog |
lenss | 6 1 o 1 o | &t | & | & | & | & | o | e | - | onb)Syog |
_ | _ _ ‘ _ _ _ _ | | I _ 557ques 51573 |
_ | | _ _ _ _ _ | _ _ | _ !
l'se | ez | o | e | @ | 2 | @l s | x| o | "6 | s | uorjueauos suos skog- |
” _ _ " n n | ; “ ” | " ” |
! _ _ _ _ _ _ . _ _ _ _ | 0110121 48ueq np |
| _ _ | _ _ | _ _ _ . | _ oausp) 89 op 3033 |
| _ _ | _ _ _ _ | | _ _ f “
~ | | _ _ _ _ | | _ | oW ano3 1agp np |
Ny “ _onavkoa“ -oma-xoa“ .non:J“ e} “ epupy | “ 82UDJ 4 “ eubode3 “ 82019 “ cmose__<“ x»oeocoo“ o:v_u_nm“ 90UBP | 8O4 P 1D}]

@661 7171 PR uojbNy g

SASTHAINTG IHINT STIHIINT O INTIIVA NV STIEVIT AN TVNNR VI ¥ STINTTIH S Xw



Bemargues

(1)

(2)

(3)

(4)

(5

(6)

(7>

83

(9}

pas de retenue sur :

-~ les Intéréts sur dettes commerciales;

- les intéréts payés par des banques établises en Belgigue 3 des
banques édtrangdres ; ]

uniquemsnt d'application pour une participation d'au moins 25%; pas

de retenus dans les autres cas;

pour les socliétés non-résidentes, le taux est égal au taux de

1 impdt des socliétés;

exonération pour les Intérdts payés 4 la Deutsche Bundesbank ou &

la Kreditanstalt fir Wiederaufbau;

taux du drolit Internes avec un grand nombre d'exceptions;

a4 part certainspalements exonérés;

taux applilicable dans Ie cas de sociétés sulsses contrblées par

des résldents sulsses;

retenue de 35% s! le bénéficlialre est tine soclété'qul’détlent

50% des participations dans la soclété Irlandaise;

retenue de 10X pour les Intédréts relat!fs aux emprunts garantls par

des banques allemandes, & condl!tion que les emprunts solent

officiel lement reconnus comme étant dans |°Intérét déconomique ou

soclal du Portugal;

(10)pas de retenus en cas de palement d’'intéréts par des banques.
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(1) 11 n'za pas été tenu compte de la T.V.A. quse certalns pays
appliquent sur les redevances.
(2) taux applicable pour des soclétéds sulsses contréides par des

résidents sulsses;
(3) taux appliqué 3 70%¥ du montant brut, c’'est-a-dire un taux effect!f

de 21X%.
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ANNEX .

5

Situation at
71 January 1990

Table: Tax arrangements appiliceble to the carry-over of losses

Carry-back, Cartyrforwarg;—;
smaximum number of maximum numbér of
years authorized years authorized

Community

Belgium - 5!

Denmark - 5_ ..

Germany 2 no ;311111 t

Greece - -

Spain - 5

France 2= 5_ .

Ireland 1 no Limit

Italy - 5

Luxembourg - 5

Netherlands 3 8

Portugal - iinit

United Kingdom 1 no '

‘0ther countries

Japan3 1 5

USA 3 156

Switzerland - L.

Soufce: International Buresu of #iscal Documentation for the Member States,
Coopers and Lybrand for the other countries.

1Ex:eptions: . for-companies’ established after 1 Jenuary 1972,
_no Llimit on carry-forward of losses in first & years;
i 4or compulsory depreciation: no limit on carry-forwarc.
amount limited to bM 10 00C 000.
Five years for hotels, mines and factories.
Under tertain conditions.
Under certain conditions. i
As a rule, a tax period covers two years. A loss in one year-is
automatically carried over to the second year of the same period.
In the case of Federal taxes the Loss incurred in one period may be
carried forward for three periods.

(e YR U2 JF S TN AN

g



Table: Revenue from corporation tax, 1987

ENNEX

Revenus from corporation tax

As 3 percentage oOf

cbr

As_a_percencage of

total tax.-revenue

: Community
Belgium
Denmark
“Germany

Greece
Spein
JFrance
Ireland
Italy
Luxerbourg
Netherlands
Portugal

Dnited Kingdom

Other countries

Japan
USA

Switzerland

3,0
2,3
1,9
1.7

6.9
2,4

2,2

22,9
8.1
6,2

Souree: - DECD

6
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10.

Fram 1 Jamuary 1889 Belgium abolished its relief system for matural
persons who do not appropriate their investment income to their
usiness activity.

Standard rate for profits in excess of BFR 16 000 000. This rate
will be reduced to 41% from 1 Jamary 1991, and to 3% from

1 Jamary 1992.

Stardard rate for profits in exoess of LFR 1 312 001; an additional
charge of 2% is due for the employment fund, based on the amount of
corporation tax.

In full discharge of tax liability.

Does not apply to dividends distributed by DIuxembourg holding
companies. :

¥ith coupon statement.
100% of the tax on distributed profits.

Four rates are applied:

Shares quoted on the Shares not quoted
Athens stock exchange on the Athens

stock exchange
bearer shares 45% 50%
registered shares 42% 4’?%-

National rate of tax (36%) plus local tax, or IIOR, at 16.2%

The tax credit relates only to the national tax of 36%.

¥



11.

i2.

13.

Standard rate at Federal level for profits not exceeding $100 000.
State and municipal taxes must be added to Federal tax. In the
case of New York, for instance, the overall rate is 45.25%.

At Federal level, the tax is calculated on the basis of the ratio
(%) of taxable profits to equity. Rates are progressive and range
fraom 3.63% to 9.8%. To this charge must be added cantonal, church
ard municipal taxes, which range from 7.8% to 22.6% and are
deductible from the base for Federal tax purposes.

In the case of Zirich, for instance, the combination of the various
rates produces an overall tax rate of between 11.1% and 30.2%.

National tax rate.

%9



FICHE FINANCIERE

Objet : Projet de communication de la Commission au Conseil, au
Par lement européen et au Comité Economique et Social sur les
"orientations en matiédre de fiscalité des entreprises”

- fiche financiére

1. Introduction

La fiche financiére est nécessalre comme compiément A |'annonce dans le
projet de communication des implications budgétaires de

- la création d‘un “Comité" [groupe d’‘experts] constitué de
personnalités Indépendantes dont 1la compétence en matiére
fiscale est reconnue et qui sera amené & remettre une étude
dans un délai d'un an en répondant aux principales questions
citées au paragraphe 34 de la Communication ;

- il est envisagé de conclure avec ces personnalités des contrats
de prestation de services, é&ventuellement individuels, de
maniére A rémunérer sur base des contrats-types existants les
travaux des membres de ce "Comité" ; les crédits opérationnels
de la DG XV (B7752) et/ou ia dotation de ia DG XV sur le poste
A2600 devront &tre utilisés A cette fin ;

- ce "Comité", en réalité un “groupe d’'experts” de la Commission,
sera appelé & se réunir & plusleurs reprises tout au long de
ses travaux ; les crédits disponibles sur le poste A2500 en
dotation de l!a DG XV devront étre utilisés pour couvrir les
frais de voyage, d’approche et de séjour de ces experts privés.

2. Crédits nécessaires

(a) crédits d’engagements pour la conclusion de contrats de
prestation de service pour la remise d'une étude :

il est prévu de conclure 5 contrats d'une durée de douze mois a
raison de 20.000 ECU par contrat

total : 100.000 ECU A imputer sur les crédits d’engagement pour
1'année 1990 du poste B7752; si nécessaire un renforcement de
ces postes sera demanéd en temps utile.

(b) frais de convocation pour ia réunlon de ce "Comité"

il est prévu de convoquer.. ce groupe d'experts privés a 6
reprises tout au long de la durée de ces travaux dont 4
convocations durant | année 1990

total : 12.000 ECU A imputer sur les crédits du poste A2500
(dotation 1990) pourle remboursement des frais de voyage,
d’approche et de séjour de ces experts



