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Global Certification Course in EU Tax Law

Tax Planning in the EU

Tax planning in the European Union (EU) is a complex and dynamic field that requires a deep understanding
of various key terms and concepts. In this course, we will explore the essential vocabulary that tax
professionals need to know when dealing with EU tax law.

1. **Tax Planning:** Tax planning involves arranging one's financial affairs in a way that minimizes tax liability
while remaining compliant with tax laws. It is a strategic approach to managing taxes efficiently.

2. **EU Tax Law:** EU tax law refers to the set of rules and regulations governing taxation within the
European Union. It includes directives, regulations, and case law that apply to member states.

3. **Directives:** EU directives are legal acts that set out objectives for member states to achieve, but leave
the means of achieving those objectives up to the national authorities. Directives must be transposed into
national law.

4. **Regulations:** EU regulations are binding legal acts that apply directly in all member states without the
need for national implementation. They are immediately enforceable.

5. **Case Law:** Case law refers to legal decisions made by the European Court of Justice (ECJ) that interpret
EU tax laws. These decisions are binding on all member states.

6. **Tax Avoidance:** Tax avoidance is the legal act of minimizing tax liability through lawful means. It
involves taking advantage of tax incentives and loopholes in the tax code.

7. **Tax Evasion:** Tax evasion is the illegal act of deliberately not paying taxes owed. It involves hiding
income, inflating deductions, or other fraudulent activities to evade taxes.

8. **Double Taxation:** Double taxation occurs when the same income is taxed in more than one
jurisdiction. This can happen when a taxpayer is subject to tax in both their home country and a foreign
country.

9. **Tax Residency:** Tax residency determines which country has the right to tax an individual's worldwide
income. It is based on factors such as the individual's physical presence or permanent home.

10. **Permanent Establishment:** A permanent establishment (PE) is a fixed place of business through which
a company conducts its operations. It can create tax obligations in the country where it is located.

11. **Transfer Pricing:** Transfer pricing refers to the pricing of goods, services, or intangible assets
transferred between related parties, such as a parent company and its subsidiary. It aims to ensure that
transactions are conducted at arm's length.

12. **BEPS (Base Erosion and Profit Shifting):** BEPS refers to tax planning strategies used by multinational
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companies to shift profits from high-tax jurisdictions to low-tax jurisdictions, thus eroding the tax base of
the countries where they operate.

13. **CFC Rules (Controlled Foreign Corporation):** CFC rules are anti-avoidance measures aimed at
preventing companies from shifting profits to low-tax jurisdictions through controlled foreign subsidiaries.

14. **ATAD (Anti-Tax Avoidance Directive):** The Anti-Tax Avoidance Directive is an EU directive aimed at
preventing aggressive tax planning practices that exploit gaps and mismatches in tax rules to avoid
taxation.

15. **DAC (Directive on Administrative Cooperation):** The DAC is an EU directive that aims to improve
cooperation between tax authorities in member states to combat tax evasion and ensure the proper
enforcement of tax laws.

16. **State Aid:** State aid refers to any advantage granted by a member state that distorts competition in
the EU. This can include tax breaks or incentives offered to specific companies.

17. **Advance Pricing Agreements (APAs):** APAs are agreements between a taxpayer and tax authorities
that determine the transfer pricing methodology to be used for future transactions. They provide certainty
and reduce the risk of disputes.

18. **Mutual Agreement Procedure (MAP):** MAP is a dispute resolution mechanism provided for in tax
treaties and EU directives to resolve cross-border tax disputes between taxpayers and tax authorities of
different countries.

19. **ATR (Advance Tax Rulings):** ATRs are rulings issued by tax authorities that provide certainty to
taxpayers regarding the tax treatment of specific transactions or structures before they are implemented.

20. **Indirect Taxes:** Indirect taxes are taxes imposed on the production or sale of goods and services, such
as value-added tax (VAT) or excise duties. They are ultimately passed on to the consumer.

21. **Stateless Income:** Stateless income refers to profits that are not subject to tax in any jurisdiction due
to gaps or mismatches in international tax rules. It is a concern for tax authorities seeking to prevent profit
shifting.

22. **Fiscal Unity:** Fiscal unity allows affiliated companies to be treated as a single entity for tax purposes.
This can result in tax advantages by consolidating profits and losses within the group.

23. **Hybrid Mismatches:** Hybrid mismatches are differences in the tax treatment of financial instruments
or entities between two or more jurisdictions. They can be exploited for tax planning purposes.

24. **Exit Tax:** Exit tax is a tax imposed when a taxpayer transfers assets or moves their tax residence to
another country. It aims to prevent the erosion of the tax base when assets are moved offshore.

25. **Beneficial Ownership:** Beneficial ownership refers to the ultimate owner of an asset or income, even
if it is held through a nominee or intermediary. It is important for determining tax liability.
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26. **Thin Capitalization Rules:** Thin capitalization rules restrict the amount of debt that a company can
use to finance its operations. They aim to prevent profit shifting through excessive interest deductions.

27. **Permanent Establishment Avoidance:** Permanent establishment avoidance involves structuring
business operations to avoid creating a taxable presence in a foreign country. It is a common tax planning
strategy for multinational companies.

28. **Tax Haven:** A tax haven is a jurisdiction that offers favorable tax treatment to non-residents, often
with low or zero tax rates. They are commonly used for tax planning purposes.

29. **Substance Over Form:** Substance over form is a principle in tax law that focuses on the economic
reality of transactions rather than their legal form. It aims to prevent tax avoidance through artificial
structures.

30. **Arm's Length Principle:** The arm's length principle requires that transactions between related parties
be conducted as if they were unrelated parties, with prices set at market rates. It aims to prevent profit
shifting.

31. **DAC6 (Directive on Mandatory Disclosure Rules):** DAC6 is an EU directive that requires
intermediaries, such as tax advisors, to report certain cross-border tax arrangements to tax authorities. It
aims to increase transparency and combat tax avoidance.

32. **Digital Taxation:** Digital taxation refers to the taxation of digital services and activities, such as online
advertising or e-commerce. It is a rapidly evolving area of tax law that poses challenges for policymakers.

33. **Cross-Border Tax Planning:** Cross-border tax planning involves optimizing tax outcomes for
businesses or individuals operating in multiple jurisdictions. It requires a comprehensive understanding of
international tax rules.

34. **Customs Duties:** Customs duties are taxes imposed on imported goods when they enter a country.
They aim to protect domestic industries and generate revenue for the government.

35. **Inheritance Tax:** Inheritance tax is a tax imposed on the transfer of assets from a deceased person to
their heirs. It varies by country and can have significant implications for estate planning.

36. **VAT (Value-Added Tax):** VAT is a consumption tax levied on the value added at each stage of the
production and distribution chain. It is a major source of revenue for many EU countries.

37. **Withholding Tax:** Withholding tax is a tax deducted at the source of income, such as dividends or
interest, before it is paid to the recipient. It aims to ensure that non-residents pay tax on income earned in a
country.

38. **Tax Treaty:** A tax treaty is an agreement between two countries that sets out the rules for taxing
cross-border income. It aims to prevent double taxation and promote cooperation between tax authorities.

39. **Tax Compliance:** Tax compliance refers to the obligation of taxpayers to file accurate tax returns and
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pay the correct amount of tax on time. Non-compliance can result in penalties and legal consequences.

40. **Cross-Border Information Exchange:** Cross-border information exchange allows tax authorities to
share information about taxpayers with their counterparts in other countries. It enhances transparency and
helps combat tax evasion.

In conclusion, understanding the key terms and concepts of tax planning in the EU is essential for tax
professionals seeking to navigate the complex landscape of EU tax law. By mastering these terms,
practitioners can develop effective tax strategies, ensure compliance with regulations, and mitigate the risks
of tax disputes. Ongoing education and awareness of developments in EU tax law are crucial for staying
ahead in this ever-changing field.
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