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Council Directive (EU) 2016/1164 of 12 July 2016 laying down rules against
tax avoidance practices that directly affect the functioning of the internal market

CHAPTER II

MEASURES AGAINST TAX AVOIDANCE

Article 8

Computation of controlled foreign company income

1 Where point (a) of Article 7(2) applies, the income to be included in the tax base of
the taxpayer shall be calculated in accordance with the rules of the corporate tax law of the
Member State where the taxpayer is resident for tax purposes or situated. Losses of the entity
or permanent establishment shall not be included in the tax base but may be carried forward,
according to national law, and taken into account in subsequent tax periods.

2 Where point (b) of Article 7(2) applies, the income to be included in the tax base of
the taxpayer shall be limited to amounts generated through assets and risks which are linked to
significant people functions carried out by the controlling company. The attribution of controlled
foreign company income shall be calculated in accordance with the arm's length principle.

3 The income to be included in the tax base shall be calculated in proportion to the
taxpayer's participation in the entity as defined in point (a) of Article 7(1).

4 The income shall be included in the tax period of the taxpayer in which the tax year
of the entity ends.

5 Where the entity distributes profits to the taxpayer, and those distributed profits are
included in the taxable income of the taxpayer, the amounts of income previously included in the
tax base pursuant to Article 7 shall be deducted from the tax base when calculating the amount
of tax due on the distributed profits, in order to ensure there is no double taxation.

6 Where the taxpayer disposes of its participation in the entity or of the business carried
out by the permanent establishment, and any part of the proceeds from the disposal previously
has been included in the tax base pursuant to Article 7, that amount shall be deducted from the
tax base when calculating the amount of tax due on those proceeds, in order to ensure there is
no double taxation.

7 The Member State of the taxpayer shall allow a deduction of the tax paid by the entity
or permanent establishment from the tax liability of the taxpayer in its state of tax residence or
location. The deduction shall be calculated in accordance with national law.



