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Budget 2008

What's Your Strategy?

e Irish Tax Policy
- continuing influence of EU

« CCCTB — Another Brick In The Wall?
o “Common Consolidated Corporate Tax Base”
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Budget 2008

CCCTB - Objectives

 EU, Lisbon Agenda, Competitiveness:

- Reduce Compliance and
Administration Costs

« Efficiency, Simplicity, Transparency LN
« Mechanism to “Reduce Harmful Tax
Competition”
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Budget 2008

CCCTB - What is 1t?

New approach to calculation of “tax base”, on a group wide basis
for the whole of the EU

calculate taxable profits in accordance with new base rules
consolidate all individual companies to an aggregate profit

allocate to individual countries based on specific factors
(formulary apportionment)

allocated amount subject to local corporate tax rates
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Budget 2008

Formulary Apportionment

» Basis for allocating share of base profits to individual countries

* Factors such as sales revenues, property, payroll

» Ignore existing Rules, OECD principles, accounts, double tax treaties etc

Example

Ireland German Japan

Sales (?) 10% 50%
OECD profit 35% 35%

CCCTB a)? 10% 50%
13% 67%

« Basis for formulary apportionment
* Override all existing approaches
e Interaction with non-EU
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Budget 2008

Other Issues

Optionality
e who will opt in?
e dual system 27 systems plus one huge one — complexity and cost
« thin end of wedge.....
- higher tax burden

Common Set of Rules for Base

e no agreement (yet), little progress

e depreciation and allowances

* |osses, re-orgs, provisions, capital items etc etc
« financial services, intellectual property etc
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Budget 2008

Other Issues

Changing the Rules?
e unanimity required
e serious loss of sovereignty
 total inflexibility to respond to business environment
e NO capacity to incentivise at local level
- property
- Research and Development
- pensions
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Budget 2008

Other Issues

“Enhanced Cooperation”
* two speed system for some joiners
o further layer of complexity

current systems

new system for part of EU
relationship between two?
relationship with non — EU?
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Budget 2008

EU Competitiveness

* Inflexible systems
« Further layer of complexity and admin
- talk of central clearing house at EU level....

« Removes any momentum to continue lowering of business
taxes

o Conflict with OECD rules, principles and tax treaties
- binding bilateral agreements
- dismantle?
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Budget 2008

Summary

« CCCTB
- Bad for Business
- Bad for Ireland
- Bad for the EU
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Next Steps?

* Assess potential impact for your business
e Engage at group level - impact on Irish business
* Feed concerns into representative bodies
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Budget 2008

Next Steps?

o Strategy to handle policy at group level
- current proposals
- next version

- threats and opportunities?
e \Who owns tax policy in your business?
o Capture your Total Tax Contribution

- use as basis to lobby, communicate, manage risk,
maximise efficiency.
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