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CJEU confirms VAT applies on intra-entity 
supplies across EU member states where 
VAT group exists 
On 11 March 2021, the Court of Justice of the European Union (CJEU) issued a 
ruling in a case (C-812/19) concerning supplies of services from a head office of 
a company that was part of a VAT group in one EU member state to its branch 
in another member state. The court confirmed that its previous jurisprudence 
in the Skandia case, concerning a branch that joined a VAT group and received 
services from its overseas head office, has a broad application and that the 
principles established applied also to the current case. Following the ruling, all 
situations where one or more establishments enter a VAT group will lead to 
VAT on recharges for services between the establishments. The case has 
particular relevance for financial services and insurance businesses that often 
operate through branch structures and, in certain countries, are obliged to 
enter into a VAT grouping with affiliated companies. 

Background and facts of the case 
Danske Bank A/S is headquartered in Denmark and has set up a branch in 
Sweden to provide banking services in Sweden. In Denmark, the head office of 
Danske Bank is a member of a VAT group together with other affiliated entities 
established in Denmark.  
 
The bank uses an IT platform to run its banking operations across the different 
countries in which it is established. The costs related to the platform are 
recharged by the bank’s headquarters in Denmark to its foreign branches, 
including the Swedish branch.  
 
As part of a ruling request in Sweden, Danske Bank sought to obtain 
confirmation that the recharge was not subject to VAT. The Swedish tax 
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authorities considered that, owing to the Danish headquarters’ membership of 
the VAT group, the Swedish branch must be considered as a separate taxable 
person for VAT purposes and, therefore, the recharges were subject to VAT. 

Decision of the CJEU 
This case sought to establish whether the outcome of the Skandia case, 
decided by the CJEU in 2014, also would apply to different fact patterns 
involving VAT groups and branch structures. 
 
The Skandia case concerned a US entity with a Swedish branch that was a 
member of a VAT group in Sweden together with other Skandia affiliates. In its 
2014 ruling, the CJEU stated that, where a branch of an overseas entity is part 
of a VAT group, any supplies of services made by the overseas head office to 
the branch are considered to be made to the VAT group as a whole and hence 
subject to VAT. The VAT group was required to account for VAT on the supplies 
via the reverse charge mechanism. 
 
In its Danske Bank ruling, the CJEU confirmed that where a head office and a 
branch are located in different EU member states and one of them is part of a 
VAT group, the head office and the branch are considered as separate taxable 
persons, with the result that supplies between them are within the scope of 
VAT. The presence of the VAT group creates a separate taxable person and, 
due to the territorial limitations embedded in the EU VAT directive rules on 
VAT grouping, foreign establishments of VAT group members cannot be 
considered part of the VAT group. 

Implications of the ruling 
With its ruling, the CJEU has dismissed the arguments that sought to limit the 
application of the Skandia case to a specific fact pattern, namely where the 
branch receiving the services enters a VAT group. As a result of the broad 
application adopted by the CJEU, the presence of a VAT group, that in principle 
should only affect taxation within a single EU member state due to the strict 
territorial limitation, may have VAT consequences in other member states.  
 
The CJEU’s ruling confirms the position advocated previously by the European 
Commission and formally adopted as from 1 July 2015 in Belgium, followed by 
a number of other EU member states. As a result, the ruling likely will not lead 
to a change in the position of the Belgian VAT authorities. Nevertheless, the 
broad application of VAT in relationships between establishments of the same 
legal entity has significant implications for business with multiple 
establishments, particularly in the financial services industry where VAT is an 
absolute cost. Businesses should therefore consider carefully how they 
structure their operations, both within a single EU member state and across 
the EU, to avoid unexpected VAT costs in their internal relations at either the 
national or EU level. 
 

 

Contacts   

If you have any questions concerning the items in this alert, please contact 
your usual tax consultant at our Deloitte office in Belgium or: 
 
• Johan Van der Paal, jvanderpaal@deloitte.com, +32 2 600 66 39 
• Charlotte Degadt, cdegadt@deloitte.com, + 32 3 801 31 88 
• Danny Stas (Deloitte Legal), dstas@deloitte.com, + 32 2 800 70 11 
 
For general inquiries, please contact: 
bedeloittetax@deloitte.com, + 32 2 600 60 00 
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Be sure to visit us at our website: 
http://www.deloitte.com/be/tax | http://www.deloittelegal.be 
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