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EU BEFIT: 
The Future of EU Taxation or a 
Flawed Proposal?
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After several attempts, "BEFIT" is the EU Commission's latest proposal 
Aiming to unify Europe's tax system

▪ Since 2011, the EU Commission has been working on a single tax base, 
initially with the overly ambitious Common Consolidated Corporate Tax Base 
(CCCTB) proposal, which was not passed

▪ In 2016, the concept was reintroduced with the Common Corporate Tax 
Base (CCTB) proposal, but it also proved unsuccessful

▪ In 2023, the commission proposed the “Business in Europe: Framework for 
Income Taxation” (BEFIT), designed to streamline the taxation of 
multinational enterprises (MNEs) operating in the European Union (EU)

▪ Rather than subjecting a company's income to taxation in each Member 
State based on national rules, BEFIT employs a formula to allocate the 
consolidated tax base of a company across the EU

▪ This allows MNEs to consolidate profits and losses across the EU, offsetting 
losses in one country with profits in another

▪ If the proposal is accepted, it would target MNEs with an annual combined 
revenue of over EUR 750 million, effective July 2028

STEPS of Allocating the BEFIT tax base

All members of the 'BEFIT group' calculate their tax base using a common set 
of rules applied to their existing financial accounting statements

The tax bases of all group members are combined into a single tax base, 
with losses automatically offset against cross-border profits

A team consisting of representatives from each Member State reviews and 
agrees on the content of the BEFIT Information Return

Each Member State is allocated a portion of the aggregated tax base, based 
on the average of the taxable results from the previous 3 fiscal years

Each Member State can then adjust their allocated tax base according to 
their own national rules, calculate the profits, and apply their national 
corporate tax rate

What is EU BEFIT?
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EU BEFIT was proposed to address high compliance costs, cross-border barriers, and 
the risk of double taxation

▪ BEFIT aims to streamline tax regulations within the EU, promote economic 
growth and investment, and guarantee fair and sustainable revenue 
generation

▪ In fact, the current systems of corporate income taxation in the EU are 
complex and create an uneven playing field for businesses

▪ The Commission believes that dealing with up to 27 different national tax 
systems raises uncertainty, increases compliance costs, and limits barriers to 
cross-border operations

▪ Moreover, global efforts against tax fraud and responses to economic 
challenges like the pandemic and the Russia-Ukraine conflict have also 
increased tax complexity

different national tax systems In the 27 
member states leading to:

Objectives BEFIT AIMS TO REACH

Issues the commission aims to solves with befitWhy WAS EU BEFIT PROPOSED?
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Rather than simplifying the tax system in Europe, BEFIT will introduce an additional 
layer of complexity, especially when implemented alongside Pillar One and Two

Although BEFIT promises significant benefits, such as enhanced compliance and a streamlined tax system, achieving these goals, especially within the proposed 
timeframe, is challenging. Its implementation will also introduce several difficulties:

BEFIT OBJECTIVES Expected IMPACT

Applying common tax rules across all EU countries can simplify operations for MNEs, 
enabling them to benefit from the internal market without managing multiple tax systems

MNEs will need to file local tax returns in addition to the BEFIT return, which increases 
administrative burdens and contradicts the Directive's objective

Reduced administrative burden

Using accounting standards as the basis for a harmonized tax system would eliminate 
navigating through various tax systems, creating a simpler tax environment across the EU

Implementing BEFIT with Pillar One1 and Pillar Two2 adds another layer of compliance 
complexity and introduces a fourth accounting system for companies, further increasing 
the compliance burden

BEFIT is expected to lower compliance costs for large businesses operating in multiple 
member states by approximately 65%

Maintaining four sets of accounts and meeting the 4-month BEFIT filing deadline will 
inevitably increase compliance costs

Combining tax results across EU countries will help MNEs by eliminating extra tax burdens 
for operating in multiple countries, thus promoting cross-border investment

Offsetting losses across EU states will be countered by Pillar Two, as it can reduce a group's 
Effective Tax Rate (ETR) below 15% and possibly lead to a top-up tax

Filing both BEFIT and Local return tax

Simpler tax system Complex Parallel tax systems

Lower compliance costs Rising compliance costs

Increased INVESTMENT within the EU Challenges with Offsetting Losses
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With Several EU countries and organizations expressing concerns about BEFIT and 
calling for changes, the proposal is unlikely to be effective in 2028

Implementing BEFIT poses challenges due to the EU's requirement for unanimous approval from all 27 member states. Currently, several member states are 
criticizing the proposal, concerned about the tight implementation timeframe, impacts on national revenues, and fairness in adopting a common tax base:

The Netherlands wants to first gain experience with Pillar Two before 
adopting BEFIT, concerned about managing four tax systems and the 
unpredictable base allocation

Slovenia is apprehensive about the complexity and administrative burden 
of implementing the new BEFIT, especially for smaller economies like theirs

Finland is uncertain about the proposal's ability to reduce administrative 
burden for companies and emphasizes the importance of maintaining 
national taxation authority

Sweden is concerned about the accuracy of BEFIT's objectives and prefers 
global transfer pricing solutions to avoid new challenges with third countries

Ireland fears BEFIT could shift tax revenues to larger EU states and increase 
administrative burden, especially alongside Pillar Two

Malta criticized the Commission for insufficiently assessing the impacts of 
BEFIT, calling the benefits overly declarative and lacking substantiation

Countries supporting BEFIT but requiring changes Countries most likely not accepting BEFIT  
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While the future of BEFIT is uncertain, MNEs should take a proactive approach
by enhancing their operational efficiency and staying updated on BEFIT developments

Review Global  
Supply Chains

Conduct a thorough review 
of both internal and external 
global supply chains against 

current international and 
domestic tax requirements in 

all operating countries to 
ensure compliance

C
o

p
yr

ig
h

t 
©

 2
0

2
4

. A
ll 

ri
gh

ts
 r

es
er

ve
d

.

The unanimity rule aims to achieve broad consensus and fair national representation, but it often leads to lengthy negotiations. With reservations from several 
member states, the proposal is likely to undergo multiple amendments before adoption. In this uncertain environment, it is wise to prepare for potential changes:

Enhance Tax 
Management

Develop strategies and 
proactively engage with tax 
authorities to stay informed 
about tax changes and stay 

competitive in a volatile 
global economy

Invest in Compliance 
Systems

Invest in robust compliance 
systems, such as automation 
and advanced software, to 

assist in monitoring and 
managing tax obligations

Monitor Regulatory 
Developments

Stay updated on regulatory 
changes, such as BEPS Pillars 

One and Two, DAC6, and 
DAC7, and leverage expert 

advice to adjust compliance 
strategies effectively
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About us
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Our research services 

FOUR LEVELS

OF RESEARCH 

THREE TYPES OF SUPPORT

Ad-hoc Tracking
Content 

development

Combination of Approaches

DESK
 RESEARCH

Primary
RESEARCH

TECH
ENABLED

RESEARCH
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Get in Touch TodayWhat makes us different 

High-quality impactful insight

Thought partnership

Streamlined process integration

Infomineo across the globe

5 offices
NEW OFFICE IN

+ KUALA LUMPUR
COMING SOON…

+350 
employees

25 
Nationalities

+80% of our business 

on a retainer basis
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Get in Touch Today

300+

Contact US

Contact US
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https://meetings.hubspot.com/pgalvani
https://infomineo.com/contact-us/
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