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German Tax and Legal News

CJEU rules on VAT deduction of a holding company

Input VAT incurred by a holding company on the acquisition of shareholdings in subsidiaries
should be fully recoverable provided the holding actively manages the subsidiaries and
makes no exempt supplies.

The CJEU released its decision in the joined cases of Larentia & Minerva and Marenave
Schiffahrt (C-108/14 & C-109/14) regarding the input VAT incurred by holding companies on
the acquisition of shareholdings in subsidiaries, taking the view that such input VAT should
be recoverable in full provided the holding companies are actively managing these
subsidiaries. The Court further held that unless national legislation is seeking to prevent
abuse and combat tax evasion or avoidance, it cannot restrict the right to form a VAT group
solely to entities with legal personality.

Background
Larentia & Minerva (GmbH & Co. KG) and Marenave Schiffahrt (AG), both German
companies, claimed full VAT deduction on the share acquisition costs of their holding
companies on the basis that the holding companies were carrying on an economic activity
in the form of providing management services to the subsidiary companies from the time of
the acquisition.

The German Tax Authority took the view that holding company providing management or
other services to its subsidiaries (an “active” holding company) should be seen as
performing both an economic (i.e. provision of such management/other services) and non-
economic activity (i.e. the mere receipt of dividend income or loan interest). As a result, the
German Tax Authority concluded that the VAT incurred on share acquisition costs by an
active holding company is only proportionally recoverable to the extent of its actual or
intended economic activity.

Questions
The German Federal Tax Court (BFH) referred the CJEU with the question how the
proportion of recoverable VAT should be calculated. In addition, the German Supreme
Court referred question, whether the German VAT provisions precluding partnerships from
forming/joining VAT groups, are permissible.

CJEU judgment
The CJEU’s view is that where the holding company involves itself in the management of the
acquired subsidiaries, the input VAT incurred with the acquisition of shares in those
subsidiaries shall be regarded as its general expenditure. Thus, the input VAT should not be
apportioned between economic and non-economic activities of the holding company (i.e. no
‘pro rata’ is applicable), and this VAT is, in principle, deductible in full, unless it makes
exempt supplies, in which case partial deduction rules apply.

On the other hand, provided the holding company would not involve itself in management
of all acquired subsidiaries, the input VAT incurred with respect to acquisition of shares in
those subsidiaries would be recoverable only to the extent of economic activities (i.e.
management/other services) performed by the holding company.

In relation to German VAT provisions precluding partnerships from forming/joining VAT
groups, CJEU stated, that unless national legislation is aiming to prevent abuse and/or
combat tax evasion or avoidance, it cannot restrict the right to form a VAT group solely to
entities with legal personality (thereby excluding, for instance, partnerships), and entities
that are subordinates of the controlling company of the group.

However, as CJEU further states, the taxpayer is not able to claim the benefit of the above
stated against its Member State if the national legislation is not compatible with the
Directive as the respective provision of the EU VAT Directive is not unconditional.



www.deloitte-tax-news.de Diese Mandanteninformation enthält ausschließlich
allgemeine Informationen, die nicht geeignet sind,
den besonderen Umständen eines Einzelfalles
gerecht zu werden. Sie hat nicht den Sinn, Grundlage
für wirtschaftliche oder sonstige Entscheidungen
jedweder Art zu sein. Sie stellt keine Beratung,
Auskunft oder ein rechtsverbindliches Angebot dar
und ist auch nicht geeignet, eine persönliche
Beratung zu ersetzen. Sollte jemand Entscheidungen
jedweder Art auf Inhalte dieser
Mandanteninformation oder Teile davon stützen,
handelt dieser ausschließlich auf eigenes Risiko.
Deloitte GmbH übernimmt keinerlei Garantie oder
Gewährleistung noch haftet sie in irgendeiner
anderen Weise für den Inhalt dieser
Mandanteninformation. Aus diesem Grunde
empfehlen wir stets, eine persönliche Beratung
einzuholen. 

This client information exclusively contains general
information not suitable for addressing the particular
circumstances of any individual case. Its purpose is
not to be used as a basis for commercial decisions or
decisions of any other kind. This client information
does neither constitute any advice nor any legally
binding information or offer and shall not be
deemed suitable for substituting personal advice
under any circumstances. Should you base decisions
of any kind on the contents of this client information
or extracts therefrom, you act solely at your own risk.
Deloitte GmbH will not assume any guarantee nor
warranty and will not be liable in any other form for
the content of this client information. Therefore, we
always recommend to obtain personal advice.


	CJEU rules on VAT deduction of a holding company
	Background
	Questions
	CJEU judgment


