
On 28 May 2020, the Court of Justice of the European Union (CJEU) ruled1 
that if a business is granted a (volume) discount that relates to multiple (prior) 
transactions, that discount should be allocated to all transactions it relates to. 
Even if the business granting the retroactive discount does not issue an invoice 
(or other document), this rule still applies.

This Alert summarizes the CJEU’s ruling in the instant case.

Background and decision
World Comm Trading purchased goods from one supplier that were supplied 
locally as well as from other European Union (EU) Member States. The supplier 
granted World Comm a volume discount, that World Comm allocated only to 
the cross-border purchases in its VAT return, which meant that it would not 
have to make any adjustments to the VAT position it had taken originally. The 
cross-border purchases were accounted for in the VAT return as transactions 
on which VAT was payable (on the intra-EU acquisition) and where that same 
VAT amount was fully deductible. Price adjustments therefore did not affect 
that ”nil” position.
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The Romanian tax authorities took the position that the 
volume discount should also (partly) be allocated to the 
local transactions, resulting in a repayment of the VAT 
initially deducted on the local purchases. The CJEU agreed 
with the local tax authorities and ruled that the EU VAT 
system requires a business to adjust the VAT position for all 
transactions that the discount relates to (including the local 
transactions) after receiving a discount, even if no proper 
(credit) invoice is issued for the granting of that discount. 
The fact that the original supplier may not be able to make 
a similar adjustment does not affect this obligation.

Considerations following the decision
It is important to note that this is not the first case where the 
CJEU ruled that if a supplier grants retroactive discounts, the 
business that purchased the goods or services should adjust 
the amount of VAT initially deducted,2 and that a correct VAT 
invoice is not always required for that purpose.3 However, the 
previous case dealt with discount coupons and not volume 
discounts. The World Comm ruling clarifies that this approach 
is applicable to both types of discounts.

This Decision is very relevant because it reemphasizes that 
adjustments of VAT deductions have to be made in case of 
retroactive discounts, even where it is not fully clear from the 
underlying documentation (e.g., invoices) what transactions 
these discounts relate to.

Also, the CJEU seems to have reversed its earlier position 
that the above does not apply to cross-border transactions.4 
This is, however, only relevant in situations where businesses 
that can only partially recover VAT are involved.

Implications
The World Comm case confirms that where a business is 
confronted with a retroactive price adjustment that relates 
to one or more specific transactions, the VAT that it has 
initially deducted in relation to those purchases will have 
to be adjusted as well. This clearly applies to volume or 
quantity discounts, but it could equally apply to other types 
of retroactive price adjustments that can be linked to one or 
more/multiple specific transactions, such as certain transfer 
pricing adjustments.
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4.	 CJEU 15 October 2002, case C-427/98, Commission of the European Communities v Federal Republic of Germany, 
ECLI:EU:C:2002:581, par. 64.



Indirect Tax Alert 3

For additional information with respect to this Alert, please contact the following:

Ernst & Young Belastingadviseurs LLP, Amsterdam
•	 Gijsbert Bulk, Global Director – Indirect Tax	 gijsbert.bulk@nl.ey.com
•	 Jeroen Bijl, Indirect Tax 	 jeroen.bijl@nl.ey.com

Ernst & Young LLP (United Kingdom), London
•	 Kevin MacAuley, EMEIA	 kmacauley@uk.ey.com



EY | Assurance | Tax | Transactions | Advisory

About EY
EY is a global leader in assurance, tax, transaction 
and advisory services. The insights and quality 
services we deliver help build trust and confidence 
in the capital markets and in economies the world 
over. We develop outstanding leaders who team to 
deliver on our promises to all of our stakeholders. 
In so doing, we play a critical role in building a better 
working world for our people, for our clients and for 
our communities.

EY refers to the global organization, and may refer to 
one or more, of the member firms of Ernst & Young 
Global Limited, each of which is a separate legal entity. 
Ernst & Young Global Limited, a UK company limited 
by guarantee, does not provide services to clients. 
For more information about our organization, please 
visit ey.com. 

Indirect Tax

© 2020 EYGM Limited. 
All Rights Reserved.

EYG no. 004178-20Gbl

1508-1600216 NY 
ED None

This material has been prepared for general informational 
purposes only and is not intended to be relied upon as 
accounting, tax, or other professional advice. Please refer 
to your advisors for specific advice.

ey.com


