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Council Directive 2006/112/EC of 28 November
2006 on the common system of value added tax

TITLE X

DEDUCTIONS

CHAPTER 3

Restrictions on the right of deduction

Article 176

The Council, acting unanimously on a proposal from the Commission, shall determine
the expenditure in respect of which VAT shall not be deductible. VAT shall in no
circumstances be deductible in respect of expenditure which is not strictly business
expenditure, such as that on luxuries, amusements or entertainment.

Pending the entry into force of the provisions referred to in the first paragraph, Member
States may retain all the exclusions provided for under their national laws at 1 January
1979 or, in the case of the Member States which acceded to the Community after that
date, on the date of their accession.

Article 177

After consulting the VAT Committee, each Member State may, for cyclical economic
reasons, totally or partly exclude all or some capital goods or other goods from the
system of deductions.

In order to maintain identical conditions of competition, Member States may, instead
of refusing deduction, tax goods manufactured by the taxable person himself or goods
which he has purchased within the Community, or imported, in such a way that the
tax does not exceed the amount of VAT which would be charged on the acquisition of
similar goods.


