
econstor
Make Your Publications Visible.

A Service of

zbw
Leibniz-Informationszentrum
Wirtschaft
Leibniz Information Centre
for Economics

Vašek, Libor; Gluzová, Tereza

Article

Can a New Concept of Control under IFRS Have an
Impact on a CCCTB?

European Financial and Accounting Journal

Provided in Cooperation with:
Faculty of Finance and Accounting, University of Economics, Prague

Suggested Citation: Vašek, Libor; Gluzová, Tereza (2014) : Can a New Concept of Control
under IFRS Have an Impact on a CCCTB?, European Financial and Accounting Journal, ISSN
1805-4846, University of Economics, Faculty of Finance and Accounting, Prague, Vol. 9, Iss. 4,
pp. 110-127,
http://dx.doi.org/10.18267/j.efaj.133

This Version is available at:
http://hdl.handle.net/10419/109938

Standard-Nutzungsbedingungen:

Die Dokumente auf EconStor dürfen zu eigenen wissenschaftlichen
Zwecken und zum Privatgebrauch gespeichert und kopiert werden.

Sie dürfen die Dokumente nicht für öffentliche oder kommerzielle
Zwecke vervielfältigen, öffentlich ausstellen, öffentlich zugänglich
machen, vertreiben oder anderweitig nutzen.

Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen
(insbesondere CC-Lizenzen) zur Verfügung gestellt haben sollten,
gelten abweichend von diesen Nutzungsbedingungen die in der dort
genannten Lizenz gewährten Nutzungsrechte.

Terms of use:

Documents in EconStor may be saved and copied for your
personal and scholarly purposes.

You are not to copy documents for public or commercial
purposes, to exhibit the documents publicly, to make them
publicly available on the internet, or to distribute or otherwise
use the documents in public.

If the documents have been made available under an Open
Content Licence (especially Creative Commons Licences), you
may exercise further usage rights as specified in the indicated
licence.

www.econstor.eu



Can a New Concept of Control under 

IFRS Have an Impact on a CCCTB?

 

Libor Vašek
*
 – Tereza Gluzová

**
 

Introduction 

The Common Consolidated Corporate Tax Base (CCCTB) is a 

single set of rules that companies operating within the European Union 

(EU) could use to calculate their taxable profits. In other words, a 

company or qualifying group of companies would have to comply with 

just one EU system for computing its taxable income, rather than 

different rules in each Member State in which they operate. In 2011, 

the European Commission issued the Proposal for a Council Directive 

on a CCCTB that has not been concluded in final issue of the Directive 

yet. However, there are lots of discussions across the Member States. 

We contribute to this discussion by assessing, whether changes in 

financial reporting standards regarding the definition of a consolidated 

group can affect the determination of consolidated corporate tax base. 

The further goal of the paper is to evaluate the impact of introduction 

of CCCTB on the informational content of financial statements.  

The goal of the common income tax system is to substantially 

decrease administrative burden and related costs that incurred in 

relation to apply various tax legislation if the group of companies 

operates in several countries within the EU. The idea of the CCCTB 

can be compared with a decision to apply IFRS across the EU by all 

publicly traded companies. Currently, there is a common accounting 

system for all European publicly traded companies that shall prepare 
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and present their financial statements in accordance with the IFRS. If 

we consider an European group that prepare consolidated financial 

statements under the IFRS, can we expect any impact on taxation in a 

mode of the CCCTB (based on a proposal) due to a new concept of 

control which is for European companies effective in IFRS since 1 

January 2014? This question reacts on a fact that in May 2011 new 

standards of the IFRS regarding concept of control and related 

disclosure requirements were issued. An adoption of the new standards 

has raised lots of questions whether a scope of a consolidation (a group 

of some reporting entity) will be changed based on new concept of the 

control (whether more or less entities will be consolidated). The 

change in the concept of control may introduce an additional stream of 

measures to manage earnings for taxation purposes. The risk of tax 

avoidance increases taking into account that inclusion/exclusion of 

particular companies in consolidated corporate tax base may depend 

entirely on requirements of financial reporting standards, if taxation 

rules would follow accounting definition of control. As the new 

standards will be effective in the EU from 1 January 2014, the final 

conclusions cannot be made sooner than in 2015. However, reliable 

expectation can already be expressed referring to the preliminary 

disclosure included in the financial statements of 2013 by those 

companies, which decided to apply corresponding standards earlier.  

1. Background of the CCCTB as a phenomena of future 

European income taxation 

Despite the CCCTB was formally proposed in March 2011 when 

the European Commission issued the Proposal for a Council Directive 

on a CCCTB (COM (2011) 121/4), the idea was established ten years 

ago. In 2001, the European Commission issued the Communication 

file called “Towards an Internal Market without tax obstacles - A 

strategy for providing companies with a consolidated corporate tax 

base for their EU-wide activities”. Since that time lots of working 

papers and opinions about possible approaches (scenarios) how to 

adopt the CCCTB in the EU including pros and cons assessment were 

published (Kubátová, 2007). Simultaneously, a relation between 

possible CCCTB and already in the EU adopted IFRS has been 

interesting topic (Schön, 2004; Oestreicher – Spengel, 2007; Essers, 

2009) if we consider that there is always certain level of relation and 

influence between accounting (and resulted financial reporting) and 

taxation. In many countries including the Czech Republic, the tax base 
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is directly derived from the accounting profit (Jirásková – Molín, 

2013). 

The European Commission believes that the only systematic way 

to address the underlying tax obstacles, which exist for companies 

operating in more than one Member State in the Internal Market, is to 

provide companies with a consolidated corporate tax base for their EU-

wide activities. The proposed Common Consolidated Corporate Tax 

Base (CCCTB) would mean that companies would benefit from a 

"one-stop-shop" system for filing their tax returns and would be able to 

consolidate all the profits and losses they incur across the EU. Groups 

using the CCCTB would thus be able to file a single consolidated tax 

return for their entire activity in the EU. Since the Member States 

would maintain their full sovereign right to set their own corporate tax 

rate, the consolidated taxable profits of the group would be shared out 

to the individual companies by a simple formula which is clearly 

proposed in exposure draft of the Council Directive. A description of 

the proposed Council Directive and its possible effect on the European 

companies is analysed e.g. by Trezziova (2011) or Jirásková (2013). 

Based on the proposal the tax group should include parent 

company (which is reporting entity of the consolidated financial 

statements) and qualifying subsidiaries that are all direct or in-direct 

subsidiaries in which parent companies holds:  

 a right to exercise more than 50 % of the voting rights; and 

 an ownership right amounting to more than 75 % of the 

company`s capital or more than 75 % of the rights giving 

entitlement to profit. 

These thresholds are met at least nine consecutive months. The parent 

and the qualifying subsidiaries create a tax group and their tax bases 

are consolidated which means an aggregation of all revenues and 

expenses, elimination of all intra-group transactions. The rules defines 

consolidated group for determination of consolidated tax base 

independently on financial reporting standards. Therefore, the space 

for manipulation of taxable profit by managing the structure of 

consolidation group abusing accounting principles is limited.  

Based on the analysis above that mutual relationship between 

CCCTB and financial reporting (in terms of definition consolidation 

group) seems to be independent, as separate definitions are applied for 

taxation purposes. On the other side, different definitions may lead to a 
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different scope of consolidated companies for taxation and financial 

reporting. This may hamper the understandability of financial 

statements for external users, as some subsidiaries included in 

consolidated financial statements may not qualify for the inclusion in 

consolidated corporate tax base and vice versa. Furthermore, the 

principles of tax consolidation are similar to a consolidation for 

financial purposes regardless a particular accounting system adopted 

by entities. However, a logical question related to a use of the CCCTB 

that has been raised is “What accounting system should be used by 

entities that have decided to use the CCCTB for income taxation?” 

Shall all members of a tax group obligatory apply e.g. the IFRS (i.e. 

common accounting system for all entities)? What would happen, if 

taxation were based on IFRS (Jacobs et al., 2005; Eberhartinger – 

Klostermann, 2007)? Can changes (amendments) in the IFRS such as a 

change of control concept have impact on the calculation of income tax 

in the mode of the CCCTB?  

2. Concept of control in IFRS and expectation of 

publicly traded companies regarding new concept 

and related disclosures 

The basic principle of consolidation in the IFRS is to consolidate 

all entities (subsidiaries) that are controlled by parent company 

(investor). Currently under IFRS 10 Consolidated financial statements, 

effective since 1 January 2013 (and for European companies since 1 

January 2014), “An investor controls an investee when the investor is 

exposed, or has rights, to variable returns from its involvement with 

the investee and has the ability to affect those returns through its power 

over the investee.” Till the end of 2012, the control in the IFRS used to 

be defined in IAS 27 Consolidated and separate financial statements 

as “the power to govern the financial and operating policies of an 

entity so as to obtain benefits from its activities”. Furthermore, there 

was also the interpretation for special purposes entities (SIC-12 

Consolidation – Special purposes entities) with different view on 

control. This inconsistency between IAS 27 and SIC-12 was obvious 

because the IASB as the responsible body for the IFRS added the 

project on consolidation to its agenda already in 2002. However, the 

exposure draft of the amendments was issued in December 2008 after 

several corporate scandals when some entities were not included in the 

scope of the group`s consolidation and were used to hide losses.  
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The concept of control in the IFRS (and also in the U.S. GAAP or 

other national accounting systems) has been developed for a long time 

(Kořínek, 2012) and several concepts of control are generally 

distinguished in theory (Muller – Cardos – Ienciu, 2010). The new 

concept of control should push away most of problems that were 

brought to light in the past years. The new concept of control is also an 

outcome of a convergence project between the IASB and the FASB 

(responsible body for the U.S. GAAP) that also issued amendments. 

As a consequence of this project existing differences between the IFRS 

and the U.S. GAAP are currently eliminated.  

As was already mentioned above, the new standards – specifically 

IFRS 10 and IFRS 12 Disclosure of interests in other entities – are 

mandatory effective since reporting period beginning on 1 January 

2013 except for countries within European Union. Since we are 

discussing an influence of the IFRS on the income taxation within the 

EU, we have to stress that effectiveness of these standards begun for 

all European companies on 1 January 2014, one year later than official 

date approved by the IASB. Most of European companies did not 

decide to apply these amendments early, already for 2013 or 2012. 

Therefore, the year 2014 is the first year in which new standards are 

applied by all entities regardless they domicile. Furthermore, the first 

half of 2015 is going to be a perfect period for an analysis of a final 

impact of new concept of control on the financial reporting. 

Generally, based on the idea of the project that new concept of 

control will eliminate existing problems, we should expect that the new 

concept of control will influence a determination of each scope of a 

consolidation and probably some reporting entities shall consolidate 

more entities that they used to do. However, the introduction of the 

new rules is always partly "a step into the unknown," which in this 

case is enhanced by a number of subjective judgments that the entities 

are required to make by the new standards. Therefore, the new concept 

of the control can be applied by various entities in different way and 

also a reduction of the scope of a consolidation is possible.  

Since the final annual consolidated financial statements affected by 

new concept will be published in early 2015, we can express some 

expectations based on information disclosed in consolidated financial 

statements for 2013 in which disclosure of relevant information is 

required by IAS 8 Accounting policy, changes in accounting estimates 

and errors. To illustrate the (expected) impact of IFRS 10 we 



European Financial and Accounting Journal, 2014, vol. 9, no. 4, pp. 110-127. 

115 

considered companies with shares traded on the main market of the 

Prague Stock Exchange (PSE) and analysed their expectations 

expressed in their last consolidated financial statement. All these 

companies shall prepare and disclose financial statements according to 

the IFRS and we focused on whether the company decided for early 

application of the standards or not. In case that some entities have 

already adopted IFRS 10, we were interested in effects of that 

application. In case of all other entities that not applied IFRS 10 

earlier, we examined expected impacts.  

Tab. 1: Impacts of IFRS 10 analysed on companies with shares 

traded on Prague stock exchange 

Company 
Balance 

sheet date 

Adoption  

of IFRS 

10 

Expected  

effects 

No. of 

subsidiaries 

Borealis 

Exploration LTD 
31.3.2013 

Not 

mentioned 

Not 

disclosed 
19 

ČEZ a.s. 31.12.2012 2014 

Not 

expected 

any effects 

91 

Erste Group Bank 

AG 
31.12.2013 2014 

Expected 

but not 

specified 

258 

Fortuna 

Entertainment 

Group N.V. 

31.12.2013 2013 
Without 

effects 
12 

Komerční banka a.s. 31.12.2012 2014 

Not 

expected 

any effects 

8 

New World 

Resources Plc 
31.12.2013 2014 

Not 

expected 

any effects 

5 

Orco Property 

Group S.A. 
31.12.2013 2013 

Without 

effects 
67 

Pegas Nonwovens 

SA 
31.12.2013 2014 

Not 

expected 

any effects 

5 

  



Vašek, L. – Gluzová, T.: Can a New Concept of Control under IFRS Have an Impact 

 on a CCCTB? 

116 

Company 
Balance 

sheet date 

Adoption  

of IFRS 

10 

Expected  

effects 

No. of 

subsidiaries 

Telefonica Czech 

Republic a.s. 
31.12.2012 2014 

Not 

expected 

any effects 

5 

Tatry Mountain 

Resort a.s. 
31.10.2013 10/2014 

Under 

analysis 
5 

UNIPETROL a.s. 31.12.2013 2014 

Not 

expected 

any effects 

19 

VGP NV 31.12.2013 2014 

Not 

expected 

any effects 

29 

Vienna Insurance 

Group 
31.12.2013 2014 

Not 

expected 

any effects 

121 

Source: Authors’ processing. 

The only one of the thirteen companies that all publish 

consolidated financial statements in accordance with the IFRS 

observes that the transition to IFRS 10 will affect its accounting and 

related financial reporting – the Erste Group Bank AG (“Erste”), which 

is also the largest of all companies surveyed. Since 1 January 2014, 

Erste will consolidate the investment funds, in which Erste (one of all 

entities within the group) operates as the manager. These investment 

funds were not consolidated in previous years because conditions and 

requirements of SIC-12 were not met. Furthermore, Erste assesses 

whether the new concept of control will also affect managed pension 

funds. Since their business is highly regulated, the assessment has not 

been concluded. All other companies stated that they do not expect any 

impact on their consolidated financial statements in connection with 

the adoption of IFRS 10.  

The IASB permitted IFRS 10 to be adopted early before 1 January 

2013 that is quite general principle applied almost in all new standards 

and amendments. If we consider this possibility in relation to 

companies mentioned in the table above only two of them adopted 

IFRS 10 earlier and they both disclosed that there is no affect on the 

financial situation and performance. Before the IASB issued IFRS 10 
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and related standards (IFRS 11 Joint arrangements, IFRS 12, 

amendments on IAS 27 Separate financial statements, IAS 28 

Investments in associates and joint ventures) lots of issues had been 

discussed between the IASB and both the reporting entities that 

prepared consolidated financial statements and the users of the 

financial statements. The conclusions of the “round tables” are 

summarized in the study of expected impacts. The study answers the 

most frequent questions - whether IFRS 10 introduces absolutely new 

requirements on consolidation and whether its adoption will enhance 

scope of the consolidated entities. The IASB states that in many cases 

current adoption of IFRS 10 will have the same impact as previous 

adoption of IAS 27 and SIC-12. The benefit of the new control concept 

is a fact that principles and specific judgements are more that some 

numerical measures (e.g. the majority votes) and they should ensure 

better information provided to users – they will know all about entities 

that are controlled regardless if they are also owned.  

A comprehensive study (2012a and 2012b) was also made by 

European Financial Reporting Advisory Group (EFRAG) that was in a 

form of a questionnaire. EFRAG asked companies to express their 

expectations regarding an adoption of IFRS 10 and related standards 

and how difficult for them will be an implementation of the new 

requirements into practice. The first study “Feedback report on field-

tests on IFRS 10, IFRS 11 and IFRS 12” was focused on the new 

standards in general and 27 companies participated on the part relating 

to IFRS 10. The second study “Supplementary study – Consolidation 

of Special Purpose Entities (SPEs) under IFRS 10” was concerned 

solely a consolidation of SPEs / structured units and resulting changes 

– 14 companies were involved.  

If we summarize both studies together with financial statements 

already prepared in accordance with IFRS, the most significant 

changes are as follows:  

2.1. “De facto“ control 

70 % companies stated they had not applied the concept of „de 

facto“ control (EFRAG, 2012a) and they do not expect any effect on 

financial statements from this amendment. The companies appreciate 

illustrative examples that are provided in IFRS 10 but they worry 

whether they are able to get all information needed to assess all 

relevant aspects of „de facto“ control. 
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2.2. Delegated management (Principal vs. Agent) 

The issue of delegated management that is newly included in the 

IFRSs should relate mainly to banks and other financial institutions. 

50% of respondents have an opinion that putting this requirement into 

practise is challenging and primarily these aspects should be 

considered: 

 There are no clear numerical limits and various entities can 

conclude same situation differently; 

 If equity interests are dispersed among lots of small investors, 

entities do not have access to all information; e.g. they are not able 

to know if there are some agreements among investors; 

 Use of subjective judgements in assessment of variable returns – 

companies point out that illustrative examples included in IFRS 10 

solve only basic situations and do not provide clear illustration for 

complex real cases. Therefore, companies are not sure how to 

apply IFRS 10 in such complex cases.  

2.3. Structured entities  

The amended principles and requirements for consolidation of 

structured entities are probably the most significant change provided 

by IFRS 10. It will require companies to consolidate entities that were 

out of scope under SIC-12 but on the other hand some companies will 

not be consolidated any more even they were in the scope for previous 

periods. We guess that the impact on the numbers in the financial 

statements will not be too significant for two reasons. Firstly, there is 

limited number of companies that are really involved in structured 

entities - typically banks, insurance companies or investment 

companies. Secondly, total assets (or equity plus liabilities) of 

structured entities are not material in comparison with total 

consolidated assets (or equity plus liabilities). If we use figures 

included in the study of the EFRAG (2012b), only 7 companies 

surveyed were associated with 10 537 structured entities. When they 

adopt IFRS 10 they will newly consolidate 243 entities but 193 entities 

will not be longer included in the group - the net increase is only 50 

entities and it should lead to increase total assets by 0.06 % - final 

effect can be considered as not material.  
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What structured entities should be affected by current changes in 

the IFRS? Based on information answered by the respondents in the 

study, following aspect should be considered:  

 Less emphasis on the benefits and risks of the entity when an 

exposure to majority of the benefits and risks is not considered as a 

condition of consolidation; based on this change, some investments 

funds and similar securitized entities should be newly consolidated; 

 Different approach to the rights of remove; 

 Provisions for the delegated management that require companies to 

examine whether they are in the position of an agent in other 

companies and if yes these entities are not consolidated because 

there is not control under IFRS 10; 

 Assessment how and by whom relevant activities of the entity are 

managed which mean that a company without a possibility to 

influence relevant activities of the entity cannot exercise a control 

even this company is exposed to the benefits and risks. The 

companies state that this point will cause a deconsolidation of 

certain structured entities - mainly from the area of securitization, 

asset transfers or leases. 

Based on EFRAG studies` outcomes and our analysis of companies 

traded on PSE a quite clear conclusion regarding Czech traded entities 

can be made – these entities do not expect material effect resulting 

from the adoption of IFRS 10 on their consolidated financial 

statements. IFRS 10 will have an effect on limited scope of companies 

– mainly on banks, insurance companies and other financial 

institutions.  

However, what is generally expected that will have significant 

effect on financial statements is an extent of disclosure provided in the 

notes. It is an inherent consequence of the new standard – IFRS 12 – 

and it will affect not only subsidiaries but also interests in other 

entities. Companies report that the adoption of IFRS 12 will 

substantially increase the amount of information included in the 

financial statements. The concerns are expressed particularly in 

relation to participation in structured entities – companies are in doubts 

if they are able to get all necessary information in time. They also lack 

a precise interpretation of certain terms (such as “sponsor”). 
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IFRS 12 emphasizes that a goal is certainly not overwhelm the 

notes by excessive details in which are users lost. In paragraph B2 the 

standard precisely states: "An entity shall decide, in the light of its 

circumstances, how much detail it provides to satisfy the information 

needs of users, how much emphasis it places on different aspects of the 

requirements and how it aggregates the information. It is necessary to 

strike a balance between burdening financial statements with excessive 

detail that may not assist users of financial statements and obscuring 

information as a result of too much aggregation.” The decision how 

much detailed information will be disclosed is kept in companies’ 

hands. Various companies will solve the same case differently. 

Detailed disclosure is required for participation in structured entities 

that are more common for financial institutions such as banks, 

insurance companies, and not for production companies. Therefore, the 

extent of disclosure will be greater for the banks etc. Is this assumption 

and expectation right?  

To illustrate the impact of IFRS 12 we used financial statements of 

four European entities that adopted IFRS 12 earlier, already for 2013 - 

two banks and two production companies. The table below shows a 

comparison of the extent of information provided in relation to 

interests in other entities disclosed in the notes to the financial 

statements in 2013 (affected by adoption of IFRS 12) and 2012 (based 

on requirements effective before IFRS 12):  

Tab. 2: Disclosure of interests in other entities based on IFRS 12  

Company 

No. of 

subsidiarie

s 

No. of pages 

of notes to 

consolidated 

financial 

statements 

(current 

year 2013) 

Disclosure of interests in other 

entities  

(no. of pages) 

Current year 

2013  

(adopted  

IFRS 12) 

Current year 

2012  

(not adopted  

IFRS 12) 

Deutsche 

Bank 
2 171 158 6 4 

Barclays 1 213 83 10 4 

Volvo 310 48 6 4 

Arcelor 

Mittal 
35 89 9 3 

Source: Authors’ processing. 
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We are aware that the financial statements of four companies 

cannot be considered as fully representative sample. Nevertheless, 

some conclusions regarding impact of IFRS 12 on future consolidated 

financial statements can be expressed:  

1. An extent of the disclosure was raised as a consequence of the 

adoption of IFRS 12 in all four financial statements analysed. 

However, each company treats the requirements of the standard 

differently and therefore, there are differences in the amount of 

information provided, in its format and content. 

ArcelorMittal prefers to include all disclosed information in one 

section and its financial statements contain a new section 12 

described as “Investments in subsidiaries, associates and joint 

arrangements” and also the information about the non-controlling 

interests and unconsolidated structured entities are contained in 

this section.  

Other companies disclose information using a number of discrete 

notes such as Volvo: Note 5 - Investments in jointly controlled 

entities, associates and other investments and participation, Note 

11 - Non-controlling interests. The subsidiaries are disclosed in 

relation to separate financial statements in the Note 13 - 

investments in shares and interest and significant limitations on 

the transfer of assets of subsidiaries are included in the note 

regarding disclosure of cash and cash equivalents. 

2. Either the number of companies in the group or extent of the 

notes is not an indication of detailed disclosure. Deutsche Bank 

with more than two thousand subsidiaries (of which 1 468 are 

structured entities) discloses required information using only six 

pages of the notes. In contrary, ArcelorMittal uses 10 % of the 

notes for this disclosure.  

3. Judgments used to determine “control” in other companies are 

described often somewhere in the beginning of the notes and 

relevant section is usually limited on definition of control included 

in IFRS 10. Barclays Bank is an exemption and provides relevant 

information in the note regarding subsidiaries.  

4. Extended disclosures resulting from the adoption of IFRS 12 

include substantially more detailed description of the numerical 

values (assets, liabilities, revenue, expenses etc.) of subsidiaries 

with material non-controlling interests - this requirement has 
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touched all companies except for Deutsche Bank in whose 

consolidated financial statements material non-controlling 

interests are not recognised and presented. 

5. Only Barclays provides much more detailed description of the 

risks associated with interests in consolidated structured entities 

in its consolidated financial statements. New disclosure regarding 

unconsolidated structured entities was included in the notes to 

financial statements by all companies except for Volvo. Volvo 

apparently has no such interests because nothing about structured 

entities is mentioned in its financial statements.  

When we compare financial statements of banks (Deutsche Bank 

and Barclays) with production companies (Volvo and 

ArcelorMittal) effect on financial statements resulting from IFRS 

12 is obvious for the financial institutions. Deutsche Bank added a 

new note 40 - Unconsolidated structured entities and provides 

detailed relevant descriptions in four pages. Barclays provided 

information about off-balance sheet arrangements including 

special purpose entities (SPE) in the financial statements for 2012. 

As a consequence of the adoption of IFRS 12, Barclays’s interests 

in structured entities are described over six pages of the notes. In 

contrary, ArcelorMittal needed only two pages to disclose all 

required information.  

3. Level of a relation between the IFRS and the CCCTB 

Despite the IFRS represent a common base for financial reporting 

across the EU (at least for publicly traded European companies) since 

2005 and this quite successful project could be originally an idea for 

the CCCTB, the Proposal for a Council Directive on a CCCTB issued 

by the European Commission in 2011 includes an own concept of a 

calculation of the tax base, which is independent on any accounting 

system including the IFRS. The CCCTB shall be calculated as 

revenues less exempt revenues, deductible expenses and other 

deductible items and all exempt and deductible items are written 

directly in the Proposal. Therefore, the accounting net income is not a 

base from which tax base is derived like in the Czech Republic and 

changes in accounting rules should not affect tax base significantly. 

The concept of control and its current change in the IFRS should not 

have any impact on the taxation using the CCCTB because there are 

also different rules (mentioned earlier in the text) how to determine tax 
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group for the tax purposes. Although expectations regarding an initial 

adoption of the new concept of control are quite positive (no changes 

expected) this fact should be neutral for income taxation under the 

CCCTB.  

Conclusion 

The Common Consolidated Corporate Tax Base (CCCTB) is a 

single set of rules that companies operating within the European Union 

(EU) could use to calculate their taxable profits. This possible future 

income taxation is based on a determination of tax group, which is 

defined directly in the Proposal for the Council Directive, and there is 

no influence of any accounting system including the IFRS and other 

national rules. Therefore, a change of the control concept issued in the 

IFRS and effective since 2014 cannot affect a determination of the tax 

group. Furthermore, if we compare both definitions of the group we 

can conclude that the tax group should include less companies that a 

group for financial purposes because not all subsidiaries can be 

considered in the tax group due to quite strict conditions. The use of 

the CCCTB should also be independent on accounting system applied 

by individual entities within the tax group. Following an issue of the 

Proposal there has been a decision not to make an obligatory link 

between the CCCTB and the IFRS financial statements. Therefore, the 

European companies might prepare their consolidated financial 

statements under German GAAP, Dutch GAAP or Czech GAAP etc. 

Finally based on two main factor mentioned above, we can express 

that the use of the CCCTB cannot be influence by any amendments 

issued in the IFRS. This approach could be also considered as a good 

concept how to establish new rules for income taxation of Czech 

companies that apply the IFRS in accordance with the Czech 

Accounting Act but they shall also determine net income based on 

rules of the Czech accounting legislation (not the IFRS) for tax 

purposes.  

Furthermore, we analysed expectations regarding the impact of 

IFRS 10 on companies that are traded on the main market of the 

Prague Stock Exchange. Based on the analysis, the only one of the 

thirteen companies that all publish consolidated financial statements in 

accordance with IFRS observes that the transition to IFRS 10 will 

affect its accounting and related financial reporting. - Erste Group 

Bank AG. This conclusion equals to conclusions resulting from the 

IASB’s study - in many cases current adoption of IFRS 10 will have 
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the same impact as previous adoption of IAS 27 and SIC-12. The 

benefit of the new control concept is a fact that principles and specific 

judgements are more that some numerical measures (e.g. the majority 

votes) and they should ensure better information provided to users – 

they will know all about entities that are control regardless if they are 

also owned. We summarized that the most significant changes 

resulting from new standards are (i) “de facto” control, (ii) delegated 

management (principal vs. agent) and (iii) structured entities. We also 

analysed an impact of IFRS 12 using financial statements of four 

European entities that adopted IFRS 12 earlier, already for 2013 - two 

banks and two production companies. When we compare financial 

statements of banks (Deutsche Bank and Barclays) with production 

companies (Volvo and ArcelorMittal) effect on financial statements 

resulting from IFRS 12 is obvious for the financial institutions. 

However, we can conclude this expectation that notes to the 

consolidated financial statements will be extended in all cases. This 

analysis should continue next year as soon as consolidated financial 

statements for 2014 are issued. We will be able to compare current 

expectation with final reality and make a conclusion about an impact 

of new IFRS concept of control on financial reporting 
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Can a New Concept of Control under IFRS  

Have an Impact on a CCCTB? 

ABSTRACT  

In May 2011, new standards of the IFRS regarding concept of control 

and related enhanced disclosure requirements were issued. These new 

standards have being mandatory effective since reporting period 

beginning on 1 January 2013 except for countries within European 

Union where effectiveness begun on 1 January 2014, one year later 

than official date approved by the IASB. An adoption of the new 

standards has raised lots of questions whether a scope of a 

consolidation will be changed based on a new concept of the control 

(whether more or less entities will be consolidated). The paper 

provides an analysis of expectations that result from financial 

statements of companies traded on the Prague Stock Exchange. 

Together with this analysis the paper discussed an issue if a change of 

control concept in the IFRS can affect a use of the Common 

Consolidated Corporate Tax Base, which has been a great topic within 

the European Union. In 2011 the European Commission issued the 

Proposal for a Council Directive on a CCCTB and established a draft 

of rules how to consolidate companies within the EU for the tax 

purposes. Can the tax approach based on the CCCTB be affected by a 

change in the IFRS such as a change in the concept of control?  

Key words: IFRS; Concept of Control; CCCTB; Income Taxation. 
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