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On 23 September 2016 the European 
Commission (“EC”) finally published the full 
text of its letter dated 1 October 2014 to the 
United Kingdom Government where it 
announced that it would examine the Gibraltar 
tax rulings practice from the perspective of the 
EU State aid rules (previously only available as 
a summary press release). This Decision is part 
of an on-going State aid investigation into the 
Gibraltar corporate tax system, which was 
opened in October 2013. 
 
Background 
 
The Gibraltar tax system under investigation 
dates from 2010. The tax system includes the 
possibility for taxpayers to conclude tax rulings 
with the Gibraltar tax authorities. The EC 
reviewed 165 out of a total 340 tax rulings 
granted by Gibraltar in the period between 2011 
and August 2013 to a number of different 
companies. The names of these companies have 
also been published as an annex to the letter to 
the United Kingdom Government notifying 
them of the Decision. 
 
Key aspects 
 
The outcome of the EC’s preliminary 
assessment is that in its view (i) there does not 
seem to be any designated procedure for the 
request of information by the Gibraltar tax 
authorities before deciding to issue a tax ruling, 
(ii) the Gibraltar tax authorities do not conduct 
any substantive analysis or provide reasoning in 
the tax rulings and (iii) there appears to be a 
misapplication of the provisions of the Gibraltar 
Income Tax Act 2010 in the tax rulings based on 
the limited information provided to the 
Gibraltar tax authorities in the ruling requests.   
 
In response to these claims, the United 
Kingdom Government on behalf of Gibraltar 
argues that it is not always necessary to have a 
full description of the activities in the ruling 
request for the tax authorities to be able to 
conclude on the questions raised in the rulings.  
 
The United Kingdom Government also 
maintains that the rulings cover a wide variety 
of situations and activities and do not apply 
either primarily or exclusively to any 
identifiable category or group of companies or 
industries and therefore provide no indication 
of selectivity which is necessary for a finding of 
State aid. 
 
 

Despite the United Kingdom Government’s 
submissions, the EC’s conclusion is that in their 
view the Gibraltar tax authorities grant rulings 
without performing an adequate evaluation of 
the companies’ business in order to safeguard 
Gibraltar’s tax base. By granting these rulings to 
certain multinational as opposed to purely 
domestic companies that do not ask for rulings 
the EC considers that the Gibraltar tax 
authorities treat companies in a similar legal and 
factual situation differently. Finally, the EC 
considers that this is a derogation from the 
Income Tax Act 2010 (the system of reference) 
with no justification and accordingly unlawful 
State aid. 
 
The EC’s view is that the 165 rulings listed in the 
annex and Gibraltar’s tax rulings practice 
constitute State aid measures and the EC doubts 
their compatibility with the internal market.  
 
Next steps 
 
This Decision represents the EC’s preliminary 
view. Interested parties will have one month 
after the publication in the EC Official Journal to 
submit comments to the EC for their 
consideration. We will need to continue 
monitoring how the investigation progresses 
and see what the EC finally concludes. 
 
In the meantime, however, since it appears that 
the EC’s preliminary view is that the Gibraltar 
tax ruling practice, as well as granting aid to the 
165 companies whose rulings were reviewed, 
represents an aid scheme, any group having 
received a tax ruling in Gibraltar since 2010 may 
wish to consider the potential implications of 
this case for their situations. 
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