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 EXPLANATORY- HEMORANDUM

. GCENERAL CONSIDERATTONS .-

Thxs proposal forp a Dtrectlve 15 a flrst step towardq hafm0n1711g tne
ta& ET & m@n+ of incoms which ‘a flnal beneflclary ?ecelv = ough the 1nte E“
dlai of a cbllect* e aneprmnnt 1nst1+utlon (”Tl)g One of ﬁ 18 “Bqu*rements of

+

a common murk t thch %berﬂ is fre= movenent of capit al is thah moves to °1Le;
rmlnate u1%tort1oﬂs AR the field o¢ dlmect taxatlon should Dbe extenda& oo covef
‘fan arga as. wmpcrtanT as that of CTIs@ : o T

Tﬁwg proposal is dlreotly basnd on Phe oroposal 10? a2 Dir ective on L .
the havmuni ﬁvon of. Bystﬂﬁs of ocmpanv TGK&;IOH ’here1rafter reinrrﬂd to as the_

fCompany‘Tax‘t on Darective) ]) to WﬂlGh it ﬁonstltutes a- neccasary' d*uncuo,;,a

s The‘uompanJ Taxatwon szecolve pTGV1de“ fov the- 1nt*06ucuior of a-
fpért¥'1 1mpatauron syswem, and this m&keq harm011xat¢on of tax arraﬂﬂemenus
fdpplylng tu Cils =& matﬁer o? partlcular uvgencye The partlal 1nputat1 n'System‘ .
jal]emates tho 1mpau% ‘o economic dounle taxutlon of ﬂ_v1dends (flrstly, corpo- f h
ration. tax on- the pro ths dlstvmbu%ea, and' s@condluw tax on the lelﬂeﬂds vecelm
.‘Vea'by the gha “ehu]ubr) by 51v1n5 back ]ma::“'L of the OOPPOT1+1OA +ax to the uhereu

_'ho1ﬁer in che ¢orm GF. a, tat ef@alt which. im aep.ozﬁ ag- nst hlE peraonal tax, };."‘

PRSI

| BNy excess beiﬁg epald %o him

_ ~One of the reasons whlch led the Comr1351on to cnonse tnls system wase
the dealre to ellmina%e tax obsvacles meedlng 1nwastment on “fhe . share mdrket by- 
- medlum and smali aavevs (ﬁ) ”hle obgncuive cannot e fully autaxned 1f the’. tax
:cred:+ nrov1ﬂea ov -n +h# parbial 1mputat10n system ia’ granted only ED dlrect

1shareh01&er8 and not %o part¢cipants Ln CITsa ThlB 13 becausa many medlum and

-”€/¢"
'f(l) Proposal for 2 Dlrectlve of the Cauncll concernlng the hnrmon‘zatlon of . -
.sysiems of company - taxation and of wltnholdlng taxes on dlv*dends,'submluted
te the Council on 1 Mugust 1975 = OJ No C 253 of" 5 November 19750‘

(2) See the prapoaal for & Gompany Taxa+ion D1rect1ve

“point 11 Explanatqry Memofan&um:—w
6 T bt .
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-j'small - i Bavers .are general¢y reluctant for varlous reascns, to acqulre

'jahares dlrectlv and prefer to- 1nvest through the 1n+ermed_gry of CIIsm

e

s

Tne f“aurr that 2 CTI acts as in*ermed¢ary between a dlstr¢out1ng

"rcompanv and: - the f°nal reeznlert of le1dends rmAseb wavtlcalaf prchem ?or;f’ i

‘3

3 +he Frantﬂng of uha tax credlba These prohlmms ar;se frum the faot %hat,'iﬁ”

" the COﬂiltion thao the r601pvent is in prlnclnle 11abLe 4o tdl on the- d1v1dends'"

= ivules must be estab’13he&\allow1nv uBe braﬂsfer of thls %1ght and of-the mak‘ﬁ
"c%ed,t via the CIT %0 the’ ?1n;l re01p19nxe Bacause of the sperlflc and hlphlw

'*complex nat“ru of these prohlemsg it was ﬁnt posslble to 1nclude suuh ruletl .

'whnreaa, 1ﬁ—thﬁ‘case of a CIT *ne ‘body receiving he u1v1apnds and thP person '
?1*ab1e to tax are aifferch ertlilﬁsﬂ SJm14ar p?cblems arige concnrn*ng the

jtransrer ax {he 1ghh to set- off.whﬁ w1thnold1ng tax@ Thig s~tuatlon maans tnat

ha Companv ;axaulon Dawectlveg The grant1ng oﬂ 3he 1L30rndlt is bubgect to -

A

in ﬁhﬂ COmPaHJ Tanuﬁon DlrEﬁtive,L~f '

N

'Théae.rules'must‘meet the following requirements :

.; they mist br1ng the tax t:eatmenf of le d:nda wacelved mﬂrough the 1ntgrme~'f

';dlary of & LII 1nﬁo line as far as possible w1th uhe ay‘ reatment of &JVﬂm
dends recewved bv d;?ect uharcholdm%e g
aithev musu 1imit as far ag possi ble,the admihistrativé cofiplicationa involved

Tox C Is and uhelr'partlcﬁnnu'ﬂ H

"o uhev ﬂbﬂu esLab11sh Laav ‘and st raagﬁﬁxorhard proc Ldreﬁ LOT flnancJaJ compenm‘*

R St .

sat:on betﬂeen F=mbevi,tg»esa '

In dealing with 4his rrovlem, the Commission was faced with tha choice

- between two po asible solutions :

e Op EimpLy p“op's;rg ﬂommon rL¢eﬁ aliou*ng £ %axffredlt 2ad tn ¥4 hc to

f 91 bC? propﬁa1ng ﬂomplnbe 1armop1dailon of tdx arrargemeﬂxs appﬁy’nb te CIIS 3

.
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vwa tne

et ”off.*He w*+ﬁh0161ng uax to ba‘%*ansxﬂrve

o tbe fauaL PEC;pl an:
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The conslderable d1fferences ex

\3,ments applylng to CIIB 1n
L short term@ The Commlss1on has the
‘11mited harmonlzation almed only at applylng the pr1nclp

,; Taxation Dlractive tc cas

1Bting at preBent between tar arrangem'
the Member States ruie out the flrst solutlon 1n the:

refcre 0pted for fhe Second soluilon, namely
1es of the Company

es in which dlvidends are redlstrlbuted by & CIIo.;T



?APFICIE 2 (2} of . the Company ;axatlon D1re0u1ve Bulpu]ated ﬁhab the prov151ons ri
5of thaﬁ Dlrectlve do not covoern dlvldendﬂ that the flnal beneflclary reeelves" 

,throuph the intermedlary of 1nvestment funde or un1t trustsai:ﬁ:d7fi;'}f"liff"'

:unlesa otherwlse stlpulated in thle Dlrectlv al;f;;:;_ffl;gjgotx,?7”*rf,h

}Thls Art1ole conta;ne a. nurber of def1n1t1one which oall for the fOllOWlnF commentf

"as regards GIIB, no Communlty def1n1t1on ex_ets for fax purposes. The deflnltlon

: -prOVIded 1n Art1c1e 2 of the proposal for a. Coun011 Dlrectlve for the co—ordlna_
:iftlon of 1awe, regulat1ons and adm1n15trai1ve prov151ons regardlng collectlve

: 1nvestment undertaklnge for transferable securltles (1) 1e %00 narrow to serve
ffthe purposes of this propoeal (see General Conelderatlons, paragraphs 1 and 3)

*and it was therefore considered necessary to draw up a’ llst of the CIIS Whlch

1

_in eanh Member S+a¢e, come W1th1n bhe scope Of the Di”GCtlveﬂ The CIIS aPPeamngi e
-iln this 11et w111 never%heleee no% be recognized for *he PUTPOSGB °f thls S - §$
JfDdrectlve 'unlees they fulfll the follow1ng two condltlons, whlob are 1aud down Zt
,';1n the Artlcle 2. referred %o above o | . Co ' .f%
;51- the oap1ta1 must he' ralsed by means of offers to the publlc {f.”_f:-f . .#
:f." +he oaplual must be 1nvested in 11ne Wlth the pr1n01p1e of eoreadlng the*'”( _;
N 1nvestmert rlsk. ' R R . e _ :E

: Thds llst may be. amended bJ the Coun011 aotlnn By a quallfled magorlty on. a\-w'hi
i:propoeal ;rom the Comm1eelon N , jf ,_' L " .

%rae r.uarus the deflnltlon oF aivmdende, the flvewyear 11mlr on +he perlad ;or*
Ef;redlstrlbvcfon hy the CLI eae 1ntroduced in order to av01d oompllcatfcne of af .

:fadm1n1strar1ve naqueg A &1 nilar rule 1e also prov1ued ;or 1n the Gompunv faxatlc -

',D1reou1ve (Artlo;e 1a;¢ -"‘- if,gufﬁfgfj Q'f '15 o {ﬂ"n j;?:k:"g;', o -3\_%'
;;Art1c1e 3

,nas been retazleu,-

nconomle or eoeial

(107 N6 G171 of 26 Juay 1976, py 140 o 0 T s Ee e T
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‘more 'thar' ane GII}, uhOLgh theiz- cumulative raus wou‘lcl a1w=~ys be 25%0 It ..s J,or ‘bhlB

' Thd S ﬂa;‘}g?apﬂ establ:a.shes the pmneipla where‘by it 1@ the pa.rtlcipantg 131 a, (,
"f:‘q:z.he cntltled to the tEX% creu:t.'t a‘bta.ched to ﬁlvidenda received. a.nd ?e&s‘cm.bu..e&

uy B ha (.‘u.Ie 'I'he parts.c:.pan‘ts mus'lsg howaver, f‘ulf:.l the condltlons _LE._.C. dc‘sm 1:r= m.e

o He-:' ..sx efcedr‘a n.aw -'be ‘crar-sferreﬂ; f'x‘om"tht-;}_ sduré_e'if&?t;a,te of the dln&end% tothepar—-
54 ox'ca.n'm in 2 CII 'by two me'bhods g ': o .'..;-:"'_-{ St L v

: -f--::ﬂl chc—:r 'b‘,y' gra:ntxng to *ahe pa:rt:.clpants ‘l'.he -t:ax cred:.t of 'l‘.he source State, 111' whlc

" cage 'i;he tax cred1+ rece:.ved by the part1e:.pants hould va:.t‘y dependlng on the cr‘r gxn-

1 mis naragraph gives -::he Member s-ta,tes the op‘blon af applylng elt_hér‘:ldf." 'fﬁéée;_‘t*fﬂfo

'*epayment ef any exeeas. I

, ta.xes (or_ _even more, i" the dividend has 'been rece.:_ved through the 1nterme'ilary of

: ulﬁa,,,rs 25%9

"he d:mdends m.th:.n the Commmty

- cr 'by -ra.nting 'tc the pa.rticlpants in 311 casea on'l.y JI:he tax cred:.t o“F‘ the S":.a:te
of ‘the GII and. b;\,f sat-t:ing up 8 comaensato::tr mecham.sm at CII 1eve1 so asﬂ;o a.chleve
+he eame end :resulta L . : T T '

methodag

Paraﬁraph 3

""h:.s vara.g‘ra.ph ea'ta,hllshes a.n 1mpor'=a.nt genera.l rule whereby, as t-n.th the amount of
the 'tax cred::.'t Be‘t off a.gad.nst the compenaatomr tax or the a.d.vance pa.y'ment “the ta:.v:
bredith” atta.ched. 'i'.o the div:.damis radistrihu‘ced by a CII 1:5 ca.lcu]ated on “the 'ba.s:.a of

“i‘he dlmden&s wh:.ch it redistributes a.nd not en the bams of t‘1e chwdende wh:. h rt-.
z'ecez.ves.' o - s S , S

RPN

A ta cle - 2 Co o

By aralogy’ mth the provisz.ons of Ar't:u.cle 4, thia Artleiie esta,'bhshes the nght of "
par“ e:.pants to set’ ofi‘ the withhold:.ng 'ha;x: a.ga:l.nst ‘t:hair personal tasc ard o reCelve

.

‘I‘he rate of 'l'.he w:.thholding tax applied. to the dlndends by the compa.ny dlstnbu‘hng
theee da.vidends 13 a.lwa.ys 25% However, in. aeeord.ance with the provls:.one of Ars 1cle 6,

hhe dlmdend recelved hy the pa.rt1 c:.«aa.nt may have -been sm‘bgec'-r to two mthh.;ld.rlg

reasﬂn tha.-t; the withho‘ldlng ’c&x whi.ch 'hhe pa.rtlcipan’o :.a ent:.tled to set of‘f‘ 13
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Article

" Whera. mthhold:.r-g ta;.r: iz charged 61’1 ¥ ,ch_ bxi?:aﬂ tions ( oumput
':,rithl‘ﬂ ding ‘bd._""")? $hE) '
ding ua;wtsp em.u"i g the withho’
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cﬁng tax Dzsevieusly _h '_'{‘P'ed ..J 'the i _i.CLE 113 .

mpat wi shho.z.m;rm Yax"Y to ba set off egainst ¥his Toutput withho 11‘!1 tax"s -
= ) .St off ag S LouTny W .

‘..The nﬁo.ﬁ»—r'e?ermen% 'té-"ﬂle V{EII- of_anj',r“erwess;'sf iR justif icd fc*‘ ‘i;afc. Teaions 1.
e it 11 allow The partiel pan‘t to be ent:n. léd to.a se‘umof‘l of . 2}/’5 at all. “tines ;-;_'
‘;-5:1_1’5 m.‘ll nc‘is andermlne the role of eushholmng tax, szh.mh iz 1:0 enaure a mlm.m
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The purpose of thie Artlcle is to apply 1o dlvidends redlstrlbuted by a CIT tne
principle laid down in Artlcle 14 (3) of the Oompany Taxatnon Dlrectlve, whereby
+he State of the dlstrlbu ting company is free not to charge w1thhold1ng tax. pro—

vlded that certaln condltions are fulfilled,

Where the Sta‘;te" of the CIT a;}aile_ itselr., of this right, it is logical that the - -
emount of the "imput" withholding tax should be repaid to the CII.. '

Article‘a' ) T ' Lo s

N D1v1dend3 rece1ved by a CIT from a dlstrlbutlng company resldent in uhe same State

may not _have -been eubaect to w1thholdlng tax, because the State of the company

. avails 1tsa1f of the right proV1ded for in Article 14(3) of the Company Taxation _igl

Dlrectlve. Whera such is the cage, the State of the CII must 1mpose a althholdlng_.
tax of 25% on thp *ed13tr1but1on of these div1dends by the CII, so0 as to’ ensure S
dt Leaat & minimm taxatiqn. None the leBs, an exceptlon is made to thls rule where

the condltlons which had justified exemptlng the distr1but1ng company from W1thhold1ng 3

tax are albo fulfllled when the CII redistributes dividends.

Article 9. o o S

The amcunt of dividends a CII may redlstribute is normally- 1ower than fhe amount

| of dividends it has received because of the its management costs, The purpose of .

this Article 18 to make 1t clear that. the amount of the tax credit and w1thhold1ng

tax which the partlclpants are entitled to set off is always calculated by referenCe‘,i

to the amcrun’t of dividends redistri'buted.. R




[ are repaid to the CII and the compensatory tax,advcznce payment -or" ﬂ’ﬁh‘“lﬂldlng tex

~hasls of 1ndiv1dual returns by partlcipants, has been set off. agalnat thelr peraonc e
}tax or, where appropr1ate, repald, ' “

"Paraﬁraph 1

o'meet the technlcal requlrements of certaln Member States, thls Artlcle permlts ;_
'éplacement of ¥he imputation syBtem prov1ded For in Artlcle 4(2) and. 6(i§ by an ar-
'angement whersby tax credits (article 4) and Winput" wlthholdlng tax, (Artlcle 6).

g lev1e& in full at CII lavel in the evenu of red:.stribu'l.lon0

ThlS Article, modelled on Artlcle 12 of ‘the proposal for a Company Taxation Directi
1ays doﬁn“théfrules determining the caxegory and origin of income redlstrlbuted bJ 3

: RS
) 1 ¢

1 E

. .

Artlcle 13 _ P ; ) _ o , " d
The 1nformat10n to be furnlshed by a CII -to the State in whlch it is located and t”;giij

tg,partlclpants wmay differ from one type of- CII to another. None the 1e°s, it musr}ﬁ K
éﬁileast 1nclude the exact amounts of dlv1dends, tax creﬂlts and W1thholdlng tax.

-

“rticle 14 ,i

:Uhder'this Artlcle, the State in which a particlpant ig resldent is entltled to
;rece1ve flnanclal compenﬂatlon from the State of the CIT (where dlfferent States

'are concerned) equal to the amount of tax credita and W1thholﬂlng tax which, on the'

‘rtlcle 15 ) R Ta

he Ciz- redlstr1but1ng dlvndnnds ard the State of the alﬂtribut1ng company or, whe
appropr:ate, ef the CII from whlch these ﬂlvidendi are derlvedo




et SRR S e 2 e

‘accrue to its partlclpants.

‘;-59 s

| Fo¥ admlnietratlve reasonef calcu]atlon of compeneatlon i based ‘not on‘individual'<-

information (4rticle 14) but on the smounts:of dividends fedLﬂtrlbhtedq To cater .
for 28508 1n thﬂh euch lelaends sre not taxed at the level cf the final" nenefl—
azy and in which, .as a' eeth the State of the CIX. doee not bear the budgetary

o5t of the set—off" of the tax credit and w1uhhold1ng tax, ‘a flat-rate abatement

of not more than 10% can be effected 1n‘respect of . the amount of f1nanc1a1 compenw :

matione o o e

'\_Pafaﬁraph 2

ﬁhere a CII holds an 1nterest in anothe? CII, there is nothlng to prevent the tax
credlt from being transferred, through the - 1ntermediary of both CIIs, 40 the flnal

partlclpant, eubJect to adequate flnanclal compensation belng paids- A CII der1v1ng .*

dividends from another CII may well decide, however, mnot to redlstrlbute them,

-preferrlng to accumulate ‘them and thereby 1ncrease the capltal galne that would

~ -

Uhder such clrcumatances, financial compensatlon ie no longer Justlfled and the
purpose of thls paragraph is to. dlspense w1th such flnanclal compenaatlon up to
the amount of non—redistrlbuted dlv1dends. '

* For reasons of adminlstrative 51mp1101ty, this paragraph is appllcable only where':_'t*%
a CII B8 holdlng in another CIT is at least 10%. ' : ‘ ‘

Paragraphe 3 and 4

Theae paragraphs lay down rulee 91m11ar to those Bet out in the propoeal for a
Company Taxation Directive. o S

Article‘16t

' ThlE Artlule contains rules. on nonpdiecrlmlnatlon'- .

(a) in respect of the State of the CII where 1ncome derlved from other Member
States is concerned H T ;' N ‘i-”'= .' - A

(1) in respect of the State of tne partlclpant where dletrlhutions made by CIII
‘ of other-Member States are concerned. -

Artlcle 12 o o ) f

‘This Article oorreeponds to Artzcle 19 of the propoaal for a. Gompan} Taxatlon _T;

Dlrective, ita purpcae being to pravent abueive practices. .
A

s




Artlcle 20

In view of the link between thls pr0posa1 and the proposal concernlng the o

vharmonlzatlon of systems of company uaxatlon,bo ) tetts ﬁust enter 1nto force,”“.j

- on .the Bame date. The 1mportance of thls has already been underscored by the
;Economic and Soclal Commlttee and by Parliament when they discussed the propo-__:
. Bal for a Compa.ny Ta.xa.tion Ih.rective. . ' ‘ ' <




- '~ PROPOSAL FOR A COUNCIL DIRECTIVE

'on the applicaﬁron to collectlve 1nvestment 1nstitut10ns o ;‘ﬁT
.of the Souncil Directive Of eoovessosscasses CONOETNing . |
-'the harmonlzaxlon of systems of company taxation and of =

wlthholdlng taxal -on. dlvidends

| o couneIL 'or THE EUROPEAN"GGMITE_S,

E.Hav1ng regard to the ‘Treaty estab118h1ng the European Economlc Cgﬁmuniﬁy,:‘_z7'-,.-.—5 ;

| and in® partlcular Art1cle 100 thereof,- e T ;f ‘ f5i#-"

| Having~ regard to the pr0posa1 from the Gomm1351on,
.| Having regard to the Opinian offthé'Eébnomio,aﬁd'chiaJ Cdmmittée?;}

Having regara,tq-the-Opinion of the .European Parliament?'
Hhereas the pronslons Of Gou.n011 D:Lrectlve oeaa.oae-onooo Of ooonaeeoe.oon-oo . .
~do not concern dividends that the ! ‘final. beneflcrary rece1ves through the 1ntermen

,dlarv of collectlve 1nvestment 1nstitut1ons 2

Whereas 1nvestment in securltles representlng the capltal of compan1es, carrled out
| through the 1niermedlary of collectlve 1nvestment 1nsL1tut10ns, -ghould - not be- penaa
lized, %t on the conurary Bhould be encouraged whereasv 1n order to ensure fair.
taxation and deyelop;the share market, it 15 1mportant to’ settle the problem of

dividends‘diatributed-to these 1nstitutiona and redlstrlbuted by them to %their par-
ticipants ; ' ' b ' ' ' ‘

Whereas; in order as far as possihle to achleveequallty of tax treatment between ;‘,;_ :~
d1v1dends dlstr1huted bm compan1es “$o thelr shareholders and those dlatrlbuted tozﬁw"”

collectlve investment 1natitut10ns and red_strabuhed by them $o their part1c1pants;:

1 4% is important to make arrangemente; for the benefit of partlclpants 1n collectlve
1nvestment 1nBtitutions, for the transfer of tax credits attachlng to- d1v1dends
dlatrlbuted oy compariea and :For the transfer of the r1ght %o set off and obtaln _
repayment Gf u1thholding taxes charged on ﬁlvidends hhlch such part101pants rece1Ve

oy

oy i




ihhereaa, b904189 of sunstanuial dlf”erence% ex1st1ng at prebent bemween the Member ﬂi‘e
'utmtes as “ega_ds the 1ega1 forn ok tnesc 1nst1tut10ns and the tax arrangemenus to.
which tney are subJpct, provision should be made Poz‘more4hanwxn methed -of transPe*rlng-'
_ihe r1ght %0 obtmln the tax credit and to - met off ﬂwthholdlng tax, W“Th tbe ch01ce
of‘ mﬂ‘thod be1ng Yoft to the individual Member s~a ate.§ B '

i

Hhsreas apec1al ruies - shoulﬁ be establ*shpd for uases-*hnre dlvldends are: d_sbrlbuted
to'a oollectlve 1nvestmant 1nst¢+utlon or are rad_s+r1butea hg 1t exempt £rom wwthhoﬂ}
f:d1ng_tax ' ' ' '
'Hnereas the budgetary cost of the tax crednt and” of setﬁlqg off the w1thhold1ng tax Q
should be borne by the Fember State that has levied ccrporatlon tax on the proflts \
f om: whlch +hn d1v1dends are dﬁr1ved and has chargoa W1thhold1ng tax on Thelr dlsur1=
‘bution ;‘Whereas9 for thls purpose, flnanc*al compensatlon between Member Staies musﬂL
be prov1ded for wheraas an exceptlon to this rule. must however, be made where a
co‘lectlve investment 1nst1tut1@n redlstrlbutes divldends to another collectlve
investment 1nst1tut10n which holdﬁ ‘at least 10% of its part101pat10na and whlch does‘

.ﬁot redlstrzbute these divldendl*;‘whereas, nevertheless, there need be. no obJectlon

-IA

Whereas, In. order-to ensure tax neutrallty, -1t is essent1al tha+ 1nuome dlstrlbuted;

'to Hember States -agreeing bllaterally to share this hudgetary cost ?

fa'collectlve 1nvestment 1nst1tution andaredlstrlbuted Ty- it to. its partlclpants;k
fshould ‘not " be treated lens- favourably if 1t derlves from another Member State than ;11

-1f'it is of national orig1n H

P - . . o . )
Hhereas “the provis1ons relailng to leldends dlﬂtributad to collectlva 1nvestment PRES &
3inst1tut10ns and- rediatributed by them to their particlpanta must be applied by thejéf
]Member States at the Bameé ‘time as- +he provislons ‘of Counc*l Dareotlva ssessesece c"}'
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- “he Member States shall apply the provisions of the f0110W1ng Artlc1es to income

Por the purposeg of this Directive, thc expression or the term :

m-the"Company Taxatlon Dlrectlve"means Councll Dlrectlve No ecoooeeeea of ae.e,oe.og.' g

m’"dlvldends which have not suffered w1thholding tax“ means dividends from which,

Com "dlﬂtrabuting ccmpany" meana any company ol a,Member State, cthcﬂ than a GII,_

| CHAPTER' T

o e el

General;prov1slonq gnd def1n1t10ns

Articlc 1

redisiributed by collectlve 1nvestment Lnauitutlons,

Save as otherwise prov1ded in thie Directive, the provigions of the Gcmpany R e
Taxation Directlvc shaul apply to dlvldenda dlstr1buted to collective 1nvestment LY

1nst1tut10nse . ~:K i

~ Article 2

~ “collective investment insfitutions“_ herelnafter called CIIB means the ¥
-inctlfutlcﬁs referred to in ‘the Annex hereto,; which form- an 1ntegral part cf thlBi
Direotive, prov1dei that their purpose is the collectlve 1nvestment of capltal '
.'ralsed by means of offers to ‘the public and that their operatlons are based _
. on the principle. of spreadlng the investment risk ; '

= "CII of a Member State" means & CIT which is deemed to he resident in tha$ State
7for tax purposes 3

- "dividends" means dividends within the meanlng of Artlcle 2(1) or: Artlcle 7T of iy
E the Company Paxation Dnrectlve in the case of ﬁlVldends received by a CIT and the
7:same pume less the cogts incurs ed, by the GII in the case of dividends redlstrinu- o
ted by i%, prov1deu that +they have not been placed to reserve for a period of
_more than’ flve-years‘from the end” of_the‘acccuntlng period durlng which -they

e$e received

Jin accordanﬂe with the prov1slcnl of the- Compan; Taxation Dlrectlve and the prcw
“Fizions of thla Dlrective, no. witnho1u1ng tax has been de&ucted c1ther at dlstrl—'ﬂ
butlng company - 1eve1 or at GII Jevel or in the case of ?thh? 1n accordance W1th |

Arﬁlcle T Buch’ w1thbolding tex as had . been &educted has been repald to the- CII

red;strlbuting the d1v1dends 3

w "dividends whlch have Buffered withholdlng tax" ﬁeans any other dlvldends HE

~

Wthh dlatr1hutes dl#ldenda@‘




2e DJv1dende received by a GII whlch, pureuant t0- the. laws of the State of the
- . CII, are attrlbuted for tax purposes to the partlclpants of the CII durlng
the same -year or in the follcw1ng year Ehall be deemed tc be - dlv1dends

'redletributed by the CII, ﬂhether or riot an actual redlstrlbutlon has been v

made. -

;3srTﬁe ounc11, actlng by a quallfled maﬂority on 5 proposal ;rom the Comm1531on?"

';Jf may amend the Annex. -

.1.4'

: Article i ST ff‘“ 3 _'L_a'
‘ Notwithetandlng Artlcle 2(1), the Member States may agree among
themaelves that the prov1310ne of this Dlrectlve shall. apply to CIIs whose

. capltal ims not raised by meane cf offers to the publlc, and shall 1nform the ﬁ
'fCommlselon acccrdlngly. ' :

' CHAPTER IT

. Prévisionsg relafing to tax credit

Article 4

1. Any dividend whlch a CIT redletrlbutes to itse partlclpante other than a CcIT . §
--ahall confer on such part1cipants, 1n accordance with Artlcles 4 and 5 of the 1;1
"Company Taxation D1rect1ve, entitlement to a tax credlt at .the rate determlned o

. in accordance w1th,Artlcle 8 of that Dlrective, by the State of the dlstrlbu—,%-
' :tlng company ) T ' ‘ ) B

‘?3 f2p’Notw1thetanding paragraph 1, the Member State cf the GII ghall bz frese to q
' ‘_Etlpulate +hat the vate of the +ax credit attache& to the d1v1denﬁe redls+r¢-j;
buted by the CII shall, in &ll cases, be.that which it has 1tse1f fixed in

['pccov&ance with ﬂrtlcle 8 of the Company Taxaulcn Dlrectlvea

q“I:a-e cf the CIT bka]l, ﬂhen the d:vliends'f

are Pcilﬂt?lbuted by the ,I1? lewy a cawpergatory tax or an aiaance “"yment

':IF use i made of this cpt':onT the

equaJ hO_uhe taa credit granted to the paTtlcl‘&PtS snd saail ﬂ“ant auihorlzatjh

. Tor the tax credit attached to the

t'l.\:‘? denGB ::"ecplvc:'l bv l,.ha \,jjl +o he zot fo

a@aLﬂb+-4ﬁam ccmpeaea ory t8X op advance pavment it any axeces-shaii.ncL'bel

- rﬂ‘pc"-—"'db.\. e
'iagaIn nil casesa the amount of the tax oredit ettached to. the @ividends redistribul

hey o OTT Al o -






7»Artiele'8

Notw1thstand1np Article 6(1), the Member State of the CII muet charge

“a W1thﬁold1ng tax of 257 wrere the CII redletrlbutes dividends which have nos

. suffered WIthholdlng tax. Howeuer, a Member State shall be free not to charge
' withholding tax where such dividends are redistributed to renldentsof that.

~Member S+ate end where one of the lOJTQW1ng two cond_tlons is fulfllled

r—’the name and address of the participant of the CIT and %ﬁe'amouﬁt ofi
the d1v1dends received by him are automatical y conmunloateﬂ RN

to the taxation admlnlstretlon

- Becurltles epreeentlng 1nteresta 1n the CII are registered in the

namee of the holdere.

T

Article 9
_ The ‘amount of - w1thhold1ng tax which the partlclpants in & CII are
,entltled to set off or to have repaid shall be calculated by referdnce to the
i amount of the d1v1denda redlstrlbuted by the CII.

The'eeme shall epply to

— the amount of Hibhholdlng tax suffered. on d1v1aends distributed to ;_:
the CII whlch is met off agalnst the amount of the wlthholdlng tax'
payable by the: 'GIT ;

- the repeyment of the w1thholdinn tax referred to in Article 7

L - the amount of +he wluhholdlng tax referred to in Articls 8.

1

CHAPTER IV

Provisions common to tax credit _ 1 -
and to withholding tax T ' ? ‘ .ki

o e rtiole 10 .

- 1o The. Member State of a CII may replace the seuuoff arrangements aﬁnlicable to

that CII under Artlcles 4(2) and 6(1) by an arrangement uhereby +he compnneuuorj ?
tax, advance payment or W1uhhold1rg tax is lev1ed 1n full and the tax credits or
w1+hhold.ng tax atbach1ng to div1dends recelved bY the CIl are repaid to the
- latter, up to the amounte that could have heen ‘Bet off under those ATthlESQ,

. .I
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repayment_takes pla e or dnrlng the - follow1ng yeare

- then, ﬂhere approprlate, ‘other dlvidends H

- flnally, where apprcprlate, income of any other type, reduced by any losses’

7_ referred to 1r1the second indent above,- the proportlonal besls shall apply to ths ;

.dividsnds and other receipts, including recelpts from the dlsposal of flxed assets,

" and that can e dlrectlv attributed to a glven cateeury of rece1ptsP shall be-

-Everv CII ‘of & Member State must notlfy thst Stete and 1ts partlclpants of the

_dlng the information that GIIs are requirad to furnish pursuant to paragraph 1

An" repayment made to a. o11 pursuant to paragraph 1 must be cancelled where »
the d1v1dends are not redlstr1buted by that CII’ durlng the year 'in whlch the

ror the. purposes ‘of th1s Dlrective, dlstrlbutlons made by a CIT shall be deemed

e represent :

- flrstlv, dividends rpcewsaby that CII either durlng ‘the year in which the _\ .

dlstr1but10ns are made or during the precedlng year 3 _ _-' S -

-1ncurred, . -

For the purpOSes of paragraph 1,. the amount -of d1v1dends orlglnatlng in each '

Memher State shall be dntermlned on. a proportional ‘basis, In the case of d1v1dends

dlvidends for- al1 years, taken tcgetherg

Artlcle 12

Eipenses_and costs that are incurred Yy a CIT for the purpose of acquiring -

deducted from recelpts rn that category.

Expenses. other than those referred to in paragraph l shall be allocated in propor—
tlon to . total gross receipts from each categcrym ' ‘

.-

‘amount .of the uiv1dends redlstrlhuted and of the amounte of _ o
tax. credlt and withholding tax that ths partlclpants are ent1t1ed to get off
agslnst personsl tex. 7 ' : ' C

Member States msy enter 1nto agreements on special add1t10nal provislons regar—;

above. -
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Do T prticle 14

) | Where a partlclpant in a CII, ‘other than ‘another CII, ig residenf in a Member'
State other than the State of the GII .the. former Member State Shall be entluled

. to receive financial compeneatlen from the State of the CII equal to “the amount ‘

"”r,ef:tﬁe-%ax credit and withholding tax whlch, pursuant to’ the provisions of this _f

‘-ﬁireeﬁive, it has authorlzed to be set off or hasm Tepaldc. -

:.5 o - Article 1§

la Where CIL of a.Member State redleurlbufes to its participants d1v1dends recelve&!'

Irom a company or from a bII of another Member State, the Staue of the CII _
red_atrlbutlne such d1v1dende shall be en+1t1ed to vecelve from that other Member §~
E Staue f113n01a1 compensat1on equsal to the amount of the tax credit atbached to ]
the dlvidends recelved by that CIT and to the amount of W1thh01d1ng tax. - Such _
compensatlon ehall be cachlated by. reference to the amount of u1v1dends redistri-

buted by that CIIa

I-'-‘r '

) ™~

The Member State IEqulred to pay’ ccmpeneablon nay reduoe the amount payable by
" up to 10%. '

,k2. Notw1thetand1ng paragraph 1, where the partlclpant in the CI-I'::'e(i’i'::i.s'{::a;*i‘t:n;t‘x:'ing;:Lthe'_',".n‘-"1
- dividends is another CII ‘holding not less’ than 10% of the perticiﬁafions.in the
former CII, the flnan01a1 compeneaﬁlon referred to in the aﬁove paragraﬁh-shall,iﬁﬂﬁ
’ be pald only in so far as the dlv1dende are redletributed by the ot-iler\GII9 .

_-3. in. ‘the cage prev1ded for in Article 4(2),-mhe financlal comnensaulon referred
to.in paragraph" l and 2 maj poﬁ exceed tne amount of compﬁns torv tax or advance

, payment levied at. CII level.
f4a Membef States may snter into b113terh1 arreemente which depart ?rom the requlrewr‘f
‘5 menue -of peragraphs 1 .2 ang 3, prov1ded that the v1ghts of partlclnants in CILE,-‘“

: arwelng out of this D1rect1ve, are no% ffeuledg ¢

. CHAPTER V.

Provisiong regarding nen—diecrimination

Article 16

“

. \-,‘.,- . -7". _\- ) - T - 3 - ) ' ' N o
-ls Save as otherwise provided in this Directive, a Member State may not accord less
'favourable tax ftreaiment o inocmé of any kina derived by 2.GII of that. State F
: from e.other ﬁemher Staﬁe than 1t Botords to income derivad *rom a domestlc , -

aource. IR S _ R







e ~ Article 20

‘-Aiticié lé_.i‘

‘The Prov1=10ns of thism Dlreetive Enall not preclude the applica~ -
:"tﬁcn cf national n?ov1a1cns the purpose of ﬂn1ch ia to prevent the ;e01plent
of a dividend from obtaining an ungbctwfled agvantage and whi,ch meke it
'p0381b19 %0 refuse the setuof; or Iepayment of the tax credlm or w1thh01dlng

o 'tﬁxo

‘? 1;’Member States shall,brlng into force the laws, regulatlons and admlnlstratlveé
,, 'iprov1s1onB necessary to- comply with . the pvov1slons of this Dlrectlve not
'  7‘1ater than: the’ date stlpulated in Artlcle 22 of the Company Taxatlon Dlrectlan

3“2§1Member States shall ensure that the texts of any further main prov131ons of
3national law whlch they adopt in the fleld governed by $his. Dlrectlve are

Lcommunlcaiad to the. Comm1551on.
. Article 21.

uThiB,Difécti?e is addfesééd*to,thénﬁember'S%ateé.'

- '.-'DOII;B ‘E-'-I'- --'o.ooao‘aojoo‘o';i oquo‘oo‘oaG..oooi
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For ‘the Council - o

~* The Presldent U






"JHEEHERBAﬂDS . BeléggingSinstelliﬁgen within the meaning of Article 28 of thé 1
= S Wet op de Vennootachapsbelasting 1969 s

-+ UNITED KTNGDOM : . Authorized unit trusts within the meaning of Section 358 of th- 3
R . Income- and Corporation Taxes Act 1970 j B
... . Approved investment trusts within the meaning.of Section 359 ¢ 1
' the ‘Income and Corporation Taxes Act 1970 - ]






