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International Conference Call on Financial Transaction Taxes (FTTs)

Wed., Nov. 25, 2015

1. Europe campaign update, including December 8 Ecofin (David Hillman, Stamp Out Poverty, and
Peter Wahl, WEED)

David: See below for a detailed update on the state of the negotiations between the 11 EU
governments that have committed to implementing a coordinated financial transaction tax. Briefly,
there are three outstanding areas:

1) Scope of derivatives
2) exemption for marketmakers for shares

3) whether to use the issuance or the residence principle for shares

There is a very decent chance that a general agreement will be announced at the December 8 meeting
of EU finance ministers. France has been pushing hard to get an agreement that could be announced
at the climate summit. If a deal is announced, the European Commission would plan to create a
directive (i.e., a bill in US legislative lingo) by Easter or at least by June and then try to fast-track
this into national legislation. Realistically, the date of January 1, 2017 for getting revenue is probably
too tight, but at some point during 2017 is possible.

Peter: based on meetings with the European Commission and the German finance ministry officials,
there is “careful optimism” about a basic agreement on December 8. If there is a compromise, overall
it will be a good deal—much better than what we expected a year ago when France was pushing for
no coverage of derivatives and only taxing the netting of trades. Currently, the only exemption for
derivatives on the table is for those that are 100 percent linked to government bonds. This would be a
very limited exemption if you have a clear definition of what that means. In Germany, the Social
Democrats are trying to pressure the finance ministry to accept a very narrow definition. And so what
we are likely to wind up with is only 2 to 8 percent of derivatives exempted. It is no reason to panic.

David: there are other things happening in advance of the December 8 meeting. One is that the EU
11 are preparing a paper that they need to do to inform the EU 28 of what they’re doing on FTT. This
might be an opportunity to iron out some of these remaining differences. The second thing is that
there is pressure to upgrade FTT on the agenda of the December 8 meeting. If they reclassify it from
a “state of play” to a “policy orientation discussion” then we have a good sign that they have reached
an agreement.

2. The Paris climate summit - getting the most out of it for the FTT

Because of the security situation in Paris, there is a big push to have large mobilizations in other
major cities. (In the US, there will be a big march organized by NNU in Los Angeles on December 3)

In Paris, there are a few things people are working on:

O Getting African governments to speak up on the need for FTT for climate finance. The three top
targets are Senegal, Mali and Morocco.

0 Oxfam will do a press conference on December eight inside the security zone focusing on the
impact of climate change on vulnerable communities. If there is an FTT deal, they will use that to
promote it.

3. Other Actions



O Tom of the UK campaign will be circulating an E-action soon for people to show solidarity on
the day before the EU finance ministers meeting.

O Everyone is encourage to do work in advance of December 8 to lay the groundwork for
statements by influential leaders, press releases, and op-eds to give cover to the EU 11 in the face of
what will surely be a fierce backlash from the industry.

O Several people volunteered to continue to connect off-line to find more ways to lift up FTT at the
Paris Summit

4. Date for next call: Thursday, Jan. 7, 2016, 9 am Eastern

Reminder: Please be sure to join the listserv dedicated to international FTT campaign (transactions-
tax@googlegroups.com). You can sign up by going to: http:/groups.google.com/group/transactions-
tax?hl=en or email sarah@ips-dc.org and ask her to sign you up. Call information is posted to the
global crisis list, but more detailed information on FTT is exchanged on this list.

Intel Summary 23/11/15 (by Stamp Out Poverty)
The big issues:

There are three remaining issues that must be resolved if there is to be an announcement on
8th December. A deal is not guaranteed. These three issues are (in order of importance):

1. Scope of derivatives. Germany and Spain want to exempt derivatives that are 100% linked to
government debt. Italy and Slovenia do not want any exemption — they want all derivatives to be
taxed - and argue that any exemption will be severely exploited by the industry. A compromise
might emerge around restricting the exemption to contracts that are both 100% linked to government
debt and physically delivered upon (rather than cash settled)[1]. This is controversial, as only a very
small minority of contracts are actually delivered upon. It is also unclear how much this would
restrict the ability of the financial industry to exploit the exemption. Manfred judged that more
pressure was needed on Germany to soften them up to a compromise.

2. The scope of the market-makers exemption for shares. Several smaller countries do not want any
exemption, whilst France and others (backed by Germany) want a reasonably broad exemption. The
Commission and other technicians are concerned that any exemption will allow proprietary trading to
go untaxed. All participating states have agreed that a feasible way forward might be to restrict the
market-making exemption to trading in a specified list of illiquid shares. The precise definition for
an illiquid share has yet to be agreed (although technical solutions are being worked on), and the
principle has also not been conclusively agreed upon. However, this looks promising. It might also
be possible for the larger states to buy off the smaller ones on this point (by reallocating revenue), but
this would result in a weaker tax.

3. Issuance versus residence for shares (i.e. whether to tax just EU11 issued shares, rather than all
shares traded by EU11 resident institutions). This issue is on the point of being resolved through the
inclusion of an automatic expansion clause. This means that the tax will initially apply to only
EU1l1-issued shares, but at a specified future date (after 3 years?), the tax will expand to include all
shares traded according to the residence principle, unless a simple majority of the participating
countries opposes the expansion at this point.

Country Positions Summary:

0 Belgium appear relaxed in the negotiations, and more concerned with maintaining space to
continue with their existing taxation of shares and bonds than with leaving the FTT group. This
contradicts what they have said publicly.

| France wants a broad market-makers exemption and have been backed to some extent by
Germany.
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| Spain want to exclude interest rate derivatives linked to government debt, as do
Germany. Slovenia and Italy are arguing for no exemption.

0 Estonia and Slovenia (and some other small states) want the tax to be as broad as possible to
raise maximum revenue.

O France will push for low rates on derivatives when this discussion begins.

Process

0 The FTT is currently on the ECOFIN agenda as a ‘state of play’ item. Upgrading this to a
‘policy orientation discussion’ would send a stronger signal about progress on the file. The Austrians
can request that the Presidency do this if they think an agreement is likely.

] An announcement would probably come with a release similar to the Austrian one page
proposal, with this also discussed in ministers’ press conferences afterwards.

0 Once the core engine is agreed, the remaining issues (including rates, pensions, and treatment
of non-financial institutions trading in financial markets) might be settled relatively quickly.

0 The Commission would aim to have the Directive drafted by the end of the Dutch Presidency,
with an accelerated transposition process for Member States (especially Germany), meaning that the
tax could be introduced, at the earliest, in January 2017.

0 If any of the smaller states were to leave the process, this would send a serious negative
political signal that may threaten the initiative.

0 If there is no agreement on the 8t then the process may well lose momentum. In particular, the
Austrians might step back from their role as facilitators.

Beyond the core engine, and allocation

O Although rates for derivatives are likely to be lower than the Commission proposal, it is possible
that automatic increases in rates will be written into the Directive.

O On pension funds, it would be better for them to be included in the FTT, but for participating
states to compensate for this by slightly increasing existing state-backed incentives for pensions
savings. This keeps the FTT simple and easy to apply.

0 There has been no discussion of a revenue target or revenue allocation amongst finance
ministers at recent meetings.

[1] E.g. in the case of a swap, you actually exchange a German bond for a French bond at the end
of the contract, rather than working out the relevant cash gain or loss and settling the contract
this way.



