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TAX3 & ECON Hold Joint Hearing on Digital Tax

At a joint sitting of the Economic & Monetary Affairs Committee (“ECON”) and the Special
Committee on Tax Evasion, Tax Avoidance & Money Laundering (“TAX3”), French Finance
Minister Bruno Le Maire urged MEPs to “stop the existing situation where digital giants pay
14 percentage points less in tax than other companies”. Le Maire conceded that Member
States were not able to agree the proposed tax at present, but urged MEPs that the EU
should lead the way when it comes to taxation of the digital economy.

However, there have been multiple reports over the past week concerning a letter allegedly
sent by the US Senate Finance Committee to European Commission President Jean-Claude
Juncker and European Council President Donald Tusk urging the EU not to progress the
current interim digital tax proposal any further. The letter allegedly raises concerns relating
to double taxation and discrimination against US tech companies, and urges the EU to
instead focus efforts on reaching consensus at OECD level.

In other digital tax developments, the UK budget will be released this week, which many
anticipate will contain a proposal for digital tax to be implemented in the UK in 2019. The
UK’s Chartered Institute of Taxation (“CIOT”) has published a press release ahead of the
budget being released, stating that any interim digital tax carries many inherent risks and
would be counter-productive to agreeing an international solution at OECD level. CIOT in
its statement opines that any interim tax would be difficult to apply due to the complexities
of calculating user value, which will lead to increased disputes. CIOT also set out their view
that unilateral measures will lead to disharmony between Member States as to what
activities are subject to digital tax, and that any interim tax imposed will likely be borne by
the end consumer.

European Economic & Social Committee Publish
Opinion Statement on EU Excise Duties Proposals

The European Economic & Social Committee have published an opinion statement
concerning the EU proposals to reform current excise duties. The EU Commission has
proposed a new EU-wide certification for small and artisan alcohol producers, to allow
access to lower duty rates across the EU. The proposals seek to establish a uniform
certification system confirming independent small producers’ status throughout the
European Union and reduce IT compliance standards, thereby reducing administrative and
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compliance costs for SMEs. In addition, the proposals would also clarify manufacturing
processes for alcohol in the EU and increase the threshold for lower strength beer that can
benefit from reduced rates from 2.8% to 3.5%.

The ESSC statement sets out that the Committee is largely supportive of the proposals,
opining that the measures will provide much needed clarity and will assist to streamline
systems by reducing administrative burdens for SMEs.

The ESSC opined that the proposals provide for the widest possible discretion for Member
States to adapt excise tax to national objectives, whilst providing much needed clarity and
consistency in the administration and IT systems for cross-border trade. The ESSC also
supported the proposal to increase the threshold for lower strength beer that can benefit
from reduce rates from 2.8% to 3.5%, noting that it would be at the discretion of Member
States to implement the proposed increase, but called for an impact assessment review to
take place within five years in Member States where the proposal is implemented.

Spanish Council Approves Budget Introducing
Minimum Corporate Tax Rate & Digital Tax in
2019

The Spanish Council of Ministers last week reportedly approved a 2019 Budget Plan which
proposes to implement both a minimum corporate tax and a digital tax from 2019 onwards.

A minimum effective corporate tax rate of 15% has been proposed to apply to large
taxpayers, defined as taxpayers whose annual net turnover is equal to or greater than 20
million Euros. In addition, the Budget proposes to implement a digital service tax on digital
activities, including online advertising, sales of data and brokerage services, to be applied
at a rate of 3% on the income of taxpayers who have a net turnover of 750 million Euros
and where more than 3 million Euros of the annual net turnover is specifically derived from
digital activities in the past calendar year.

The Budget Plan has been submitted to the European Commission for approval, and will
thereafter need to be implemented via Spanish parliamentary procedure.

G7 Calls on OECD to Consider CFC Rules

The Group of Seven have called on the OECD to produce a policy paper setting out a
proposed system of how multinational Controlled Foreign Corporations (“CFCs”) ought to
be taxed, Bloomberg reports. The policy paper would further develop work carried out by
the OECD as part of the Base Erosion and Profit Shifting project.

The G7 reportedly are concerned with ensuring that a minimum level of tax is paid by
multinational CFCs, and ensuring companies are prevented from “forum shopping” in order
to artificially shift profits to low tax jurisdictions, potentially by having jurisdictions agree a
global minimum corporate tax rate.

US Deputy Assistant Secretary of International Tax Affairs at the US Treasury’s Office of Tax
Policy, Chip Harter, reportedly indicated it is possible that the US would be supportive of
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such a policy, given there are now CFC rules incorporated in the new US global intangible
low-taxed income (GILTI) rules. Any OECD policy that is eventually adopted is also likely to
extend the EU’s current CFC rules.

Harter reportedly stated that discussions concerned the proposed policy paper are in the
very preliminary stages.

Final Reminder: CFE & AEDAF Mandatory
Disclosure Rules Conference — 23 November
2018

CFE Tax Advisers Europe and the Asociacidn Espafiola de Asesores Fiscales (AEDAF) will host
the 11th European Conference on Tax Advisers’ Professional Affairs, in Madrid, Spain, on
Friday 23 November 2018 from 9am to 3pm on the topic of “Transparency Trends in
Taxation: How to Implement New EU & OECD Mandatory Disclosure Rules”.

Two panels of expert speakers from the EU & OECD, Members of Parliament and officials
from the Ministry of Finance of the Kingdom of Spain as well as prominent practitioners will
discuss the implications of the OECD and EU’s initiatives on Mandatory Disclosure Rules.
The panels will address issues such as how tax administrations and advisers will face the
challenging task of implementing this directive and the merits of these policy initiatives for
stakeholders across the board. Register now to avoid disappointment!
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