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Welcome to the Weekly Report, prepared by the City of London European Affairs team. 

This week includes: 

 European Council Summit 

 Parliament Negotiator faces questions from MEPs 

 Public hearing on CCCTB Proposals 

 In other news 

 Upcoming EU Institutions events and consultations 

More information about the work of the City of London European Affairs team can be 

found here. 

 

European Council Summit 

On 29 April, 27 EU heads of government met in Brussels to participate in a Special European 

Council summit to formally adopt the Council’s guidelines for negotiations on the UK’s 

withdrawal from the EU. Following the UK officially triggering Article 50 on 29 March, the EU 

can now officially hold European Council meetings without Prime Minister Theresa May to 

discuss developments on the EU’s negotiations with the UK Government. 

 

During the following week, the Commission published a recommendation calling for the 

Council to formally authorise the Commission to begin negotiations with the UK 

Government. 

 

Background: 

 

On 31 March, a draft document from the Council setting out the draft framework for the 

negotiations with the UK became public. It set out a phased approach to the negotiations, 

where the first phase will focus on the terms of the UK’s exit, the second on the future 

arrangement between the EU and the UK, and, if possible, a final phase providing for a 

transitional period; as well as setting out the core principles for the negotiations, namely 

that, once it is a third-country, the UK cannot receive the benefits of the Single Market 

without taking on the obligations, and rules out granting participation in the Single Market 

on a sector-by-sector approach. 
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It also set out the issues which need to be resolved as a priority during the negotiations, 

which include agreeing reciprocal guarantees for EU citizens residing in the UK, and vice-

versa, reaching a financial settlement between the UK and the EU which covers all 

budgetary commitments and liabilities, finding a workable arrangement for Northern Ireland 

and agreeing on an appropriate dispute resolution mechanisms regarding the application of 

the withdrawal agreement. Finally, it asserts that it is necessary that these issues be 

resolved in the exit agreement before any negotiations on the UK’s future relationship with 

the EU start. 

 

Latest Developments: 

 

According to Guy Verhofstadt MEP (ALDE, Belgium), who was present at the meeting, the 

Heads of Government raised no objections to the document and agreed it unanimously 

within four minutes of the beginning of the meeting. President of the European Council, 

Donald Tusk, argued that the quick agreement of the guidelines bodes well for the EU’s 

ability to maintain a unified position during negotiations. 

 

Mr Tusk also remarked that it is too early to speculate on how soon the UK and the EU will 

be able to make sufficient progress on the exit agreement and start negotiations on a future 

relationship, but that it will be for the EU leaders to determine whether this progress has 

been made and this will need to be determined unanimously. He stated that the first priority 

will be achieving reciprocal rights for UK citizens living in the EU and EU citizens living in the 

UK, but what was currently stalling this issue was the lack of a serious response from the UK 

Government. 

 

Following the Council agreement, the Commission sent a recommendation to the Council 

which called for it to formally authorise a team led by Commission Lead Negotiator Michel 

Barnier to begin negotiations with the UK Government on their withdrawal from the EU. The 

text proposed by the Commission takes on board the guidelines agreed by the Council as 

well as some recommendations proposed by Parliament. Speaking as the announcement was 

made, Mr Barnier said that it was important for everyone to work together to ensure the 

UK’s exit from the EU takes place in an orderly fashion and said that the EU is ready to begin 

negotiations as soon as the UK comes to the table. 

 

 

Parliament Negotiator faces questions from MEPs 

On 3 May, the Constitutional Affairs (AFCO) Committee held a hearing on the Parliament’s 

preparedness for the upcoming negotiations on the UK’s withdrawal from the EU. MEPs 

heard from Guy Verhofstadt MEP (ALDE, Belgium), who was appointed the lead negotiator 

for the Parliament on the negotiations on the UK’s exit from the EU in September 2016. 

 

Background: 

 

On 5 April, the European Parliament voted strongly in favour of a resolution setting out its 

main conditions for approval of the UK's withdrawal agreement. Following a heated debate, 

which included contributions from UK MEPs, Parliament strongly backed the resolution by 

516 votes in favour to 133 against, with 50 abstentions, clearing the two thirds threshold 

that group leaders set out to demonstrate a unified position. 
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The resolution highlighted the areas of priority which need to be addressed in the exit 

agreement as: 

 The legal status of EU citizens now residing in the UK (and vice-versa), as well as 

other provisions concerning their rights. 

 The settlement of financial obligations between the UK and the EU, as audited by the 

EU Court of Auditors. 

 Border issues between the UK and the EU, relating to Northern Ireland. 

 Clarifying the commitments made by the UK whilst a Member State of the EU in 

international treaties. 

 Providing legal certainty for businesses with cross-border operations. 

 The designation of the Court of Justice of the European Union as the competent 

authority for the interpretation and enforcement of the withdrawal agreement. 

The resolution also called for as close a future relationship as is possible between the UK and 

the EU, but that this should be conditional on the UK not undermining the EU’s standards 

and common efforts in areas such as environmental standards, climate change, combatting 

tax evasion and avoidance, fair competition, trade and social policy. It also allows for a 

transitional agreement to be negotiated, provided that it does not exceed three years and 

should be limited in scope. 

 

Latest Developments: 

 

Mr Verhofstadt first welcomed that the Parliament’s resolution was backed overwhelmingly 

by MEPs, also noting that consensus between the Council and Parliaments’ negotiating 

positions would bode well for the negotiations with the UK. He stressed the importance of 

reaching agreement on contentious issues, such as how to maintain an open border between 

Ireland and Northern Ireland, reducing uncertainty for EU citizens residing in the UK, and 

vice-versa, and agreeing a fair financial settlement of the UK’s commitments and liabilities. 

Finally, he called for the principle that negotiations will be continued in good faith and should 

not hinder the other work done by the EU to be included in the Commission’s negotiating 

guidelines. 

 

György Schöpflin MEP (EPP, Hungary) stated that during difficult negotiations there will 

always be unexpected events for the negotiators to have to deal with, such as the snap 

general election in the UK. Additionally, he highlighted that many points in the resolution 

(including on citizens’ rights and on the financial settlement) will likely require the European 

Court of Justice (ECJ) to oversee the agreement in the UK after it leaves the EU and 

questioned whether this would be achievable given statements by the UK Government that 

removing ECJ oversight is a red line. Mr Verhofstadt acknowledged that this is likely to be a 

significant obstacle in the negotiations, but was clear that, especially in any transitional 

agreement, oversight by the ECJ would be necessary. 

 

Jo Leinen MEP (S&D, Germany) expressed concerns to Mr Verhofstadt that the UK was 

seeking an arrangement where they would ‘cherry-pick’ all the advantages of EU 

membership without committing to any of the responsibilities. He also raised 

the incident where the accounts of a dinner meeting between Prime Minister Theresa May 

and Commission President Jean-Claude Juncker was leaked to the press, and argued that  

https://www.reuters.com/article/us-britain-eu-dinner-idUSKBN17Y1IO?il=0


the UK Government’s anger at this arises from the fact that that the UK would like to hide its 

position papers from the public, whilst the EU is being transparent about its position. 

 

Mr Verhofstadt responded that during every debate on previous trade agreements MEPs, 

including from the UK, have called for greater transparency, so it would be absurd if 

Parliament did not call for transparency during the UK’s exit negotiations. He also reiterated 

that the outcome of these negotiations cannot be that a country that leaves the EU is in a 

better position than Member States and ruled out allowing a ‘cherry-picking’ approach which 

could damage the integrity of the Single Market. 

 

Other MEPs called on Mr Verhofstadt to condemn the leaked account of the meeting between 

Mrs May and Mr Juncker, with Dianne James MEP (NI, UK) arguing that the leaks have 

damaged trust from UK citizens who considered the move to be a bullying tactic by the 

EU.Kazimierz Michał Ujazdowski MEP (ECR, Poland) went further, recommending that both 

sides adopt a more rational and calm tone during the negotiations in order to reach the best 

outcome for UK and EU citizens, stating that recent statements that the UK Government’s 

approach to the negotiations was from a 'different galaxy' do not contribute to a positive 

atmosphere. 

 

Mr Verhofstadt responded that, whilst he agreed that the leaked accounts were unhelpful, he 

was not concerned that these incidents would damage the negotiations, arguing that he has 

experienced this type of grandstanding in previous negotiations, and once the negotiations 

become more focussed on substance they will nevertheless be forgotten. He also said that 

his most significant concern for the negotiations was with the lack of specific proposals from 

the UK government, which makes it difficult to assess what the UK intends to achieve from 

the forthcoming negotiations. He stated that this causes uncertainty for citizens and 

businesses in both the UK and the EU. 

 

Turning to the so-called ‘Brexit bill’ and the various corresponding figures that have been 

mentioned in the UK and EU press, Mercedes Bresso MEP (S&D, Italy) lamented the EU’s 

lack of willingness to explain its methodology in calculating the UK’s obligations and called 

on the Commission to publish further details. Mr Verhofstadt agreed that it is unhelpful to be 

proposing figures at this time and noted that the Parliament’s resolution makes no reference 

to a figure, but instead proposes agreeing on sound accounting principles and applying these 

principles to determine the final sum. He also took this opportunity to respond to 

accusations that the UK having to pay a financial settlement when it leaves the EU is 

punishing the UK, but rather it is sensible that the UK is responsible for any financial 

commitments it has already agreed to pay. 

 

 

Public Hearing on CCCTB Proposals 

On 3 May, members of the Economic and Monetary Affairs (ECON) Committee held a public 

hearing on the European Commission’s proposals for a Common Consolidated Corporate 

Tax Base (CCCTB). Participants included Valere Moutarlier (DG TAXUD, European 

Commission), James Watson (Business Europe), Gerhard Huemer (UEAPME) and Olivier 

Boutellis-Taft (Accountancy Europe). 
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Background: 

 

In October 2016, the Commission adopted a proposal to re-launch the CCCTB, which is to be 

mandatory for the EU’s largest companies, through a phased two-step process that would 

see the implementation of a single set of rules to calculate companies' taxable profits in the 

EU.  

 

The first step – the CCTB Directive – proposes a mandatory common corporate tax base 

for EU companies belonging to a consolidated group for financial accounting purposes with a 

total consolidated group revenue exceeding €750m. Thereafter, the second step – 

the CCCTB Directive – seeks to implement full, permanent consolidation of reporting 

including apportionment of taxable profits in the EU. 

 

Latest developments: 

 

Rapporteurs for each of the files, Paul Tang MEP (S&D, Netherlands) and Alain Lamassoure 

MEP (EPP, France), CCTB and CCCTB respectively, opened the session by emphasising the 

importance of the overall project, insisting that, while the two dossiers are to be 

implemented separately, the rapporteurs will be sure to working closely and maintain a 

coherent dialogue during the policymaking process. Mr Tang expressed his wider concern 

that, in a globalised economy, the EU must respond strongly to the posturing of 

governments (particularly in the US and the UK) who are seeking to significantly reduce 

corporate tax rates, thus starting a “race to the bottom”. He continued, stating that full 

implementation of the CCCTB would ensure a level playing field in the EU between large 

corporations and small- and medium-sized enterprises (SMEs), and would promote basic 

fairness in society as regards taxation more generally. 

 

Valère Moutarlier (DG TAXUD) added little to comments already made in Parliament 

earlier this year by Pierre Moscovici, Commissioner for Economic and Financial Affairs, 

Taxation and Customs. He did however reiterate the Commission’s commitment to 

combatting tax avoidance and evasion, and ensuring a fairer, more robust tax system. Mr 

Moutarlier pointed to the new elements of the CCCTB proposal, such as cross-border loss 

relief and the promotion of equity financing, as being areas in which policymakers should 

make progress over the coming months. He warmly thanked MEPs for their role in the 

driving the Commission’s corporate tax agenda forward. 

 

Mr Watson, Director of Economics at Business Europe, stated that the objectives central to 

the CCCTB have the potential to contribute to the Commission’s wider objectives of 

promoting jobs and growth in Europe, justifying his position by stating that, for example, an 

SME would be more likely to expand cross-border in the EU if it can offset losses against 

profits made in its home country. Striking a note of caution, however, Mr Watson stated that 

the benefits of CCTB alone are not adequate to overcome the additional reporting 

requirements and thus full consolidation must be achieved. He also noted that the 
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Commission’s proposal did not sufficiently address issues surrounding the treatment of 

intangible assets such as intellectual property. 

 

The European Association of Craft, Small and Medium-Sized Enterprises (UEAPME) shares 

Business Europe’s position on the importance of cross-border loss relief to smaller 

companies looking to grow operations in the EU. Mr Huemer, UEAPME’s Director responsible 

for Economic and Fiscal Policy, also added his support to the Commission’s ambition to have 

recalibrate the debt-equity bias in the EU although expressed concern about the super-

deduction proposed for the R&D costs of SMEs. 

 

Accountancy Europe’s Chief Executive, Mr Boutellis-Taft, stated that while his organisation 

had not yet agreed on a formal position, it supported the Commission’s efforts to combat 

corporate tax avoidance and boost tax transparency. He emphasised that the apportionment 

of taxable profits is likely to be a difficult issue to overcome in the Council of the EU, not 

least because some smaller EU Member States frame their economies with a competitive 

corporate tax rate, but also as a result of profits generated from intangible assets. 

Moreover, while he supports the concept of neutral treatment of debt and equity financing, 

Mr Boutellis-Taft questioned the effectiveness of the policy in such a low-interest 

environment. 

 

Parliamentarians echoed some of the concerns raised by the business representatives. 

Markus Ferber MEP (EPP, Germany) and Lieve Wierinck MEP (ALDE, Belgium) highlighted the 

need to address the issue of intangible assets and the apportionment of profits deriving from 

them. Others, such as Sander Loones MEP (ECR, Belgium), drew attention the additional 

reporting burden that would be created by the proposals while. On the impact of the 

proposals on specific Member States, Matt Carthy MEP (GUE/NGL, Ireland) lamented 

Ireland’s “distorted economic model” and the importance it places on championing a 

competitive corporate tax policy. This, he said, made it extremely difficult to quantify the 

economic cost of the CCCTB proposal on his constituency. 

 

Next steps: 

 

MEPs will vote on Paul Tang’s CCTB report and Alain Lamassoure’s CCCTB on 4 December, 

with a vote in plenary scheduled for the following week. On each of these dossiers the 

Parliament plays a consultative role as, generally speaking, tax matters are a reserved 

Member State competence requiring unanimous agreement in Council. 

 

In other news 

 The ECON and LIBE Committees voted to reject the Commisson's proposed blacklist 

of states at risk of money laundering for the second time 

 The IMCO Committee calls for an EU strategy on the collaborative economy 
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 The PANA Committee held a Public Hearing on the role of advisors and 

intermediaries in the Panama Papers and on Offshore practices in EU Overseas 

Countries and Territories 

 The PANA Committee held an exchange of views with Commissioner Pierre Moscovici 

on current and upcoming initiatives of the Commission in the area of fight against 

tax fraud, tax evasion and tax avoidance 

 The ECON Committee discussed the progress of inter-institutional negotiations on 

the Banking Reform Package 

 The ECON Committee held a scrutiny session on the Level-2 measures and reports 

under the Credit Rating Agencies Regulation (CRR) 

 The ECON Committee held an exchange of views with Jacques de Larosière on the 

review of the European Supervisory Authorities (ESAs) 

 President of the Eurogroup Jereom Dijsselbloem attended a plenary debate on the 

second review of Greece's Economic Adjustment Programme 

 The Council has published its presidency compromise proposal for the Central 

Counterparties (CCP) Recovery and Resolution Regulation 

 The Commission published a factsheet on the proposal to amend the European 

Market Infrastructure Regulation (EMIR) 

 

 

Upcoming EU Institutions events and consultations 

 

5 May: Deadline for EBA consultation on RTS on CCP to strengthen fight against financial 

crime 

16 May: Deadline for responses to EBA consultation on Guidelines on procedures for 

complaints of alleged infringements of the PSD2 

24 May: Deadline for responses to EIOPA consultation on Technical Advice on the 

treatment of unlisted equity and debt without an ECAI rating in the standard formula 

29 May: Deadline for responses to EBA consultation on RTS on the specification of the 

nature, severity and duration of an economic downturn 

2 June: Deadline for responses to EBA consultation on the coverage of entities in a group 

recovery plan 

5 June: Deadline for responses to EBA consultation on on Guidelines to prevent transfers 

of funds can be abused for ML and TF 

  

 

 

City of London Research 

  

The City of London produces regular research on EU Financial Services which can be 

accessed here. 
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