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Council Directive 2006/112/EC of 28 November
2006 on the common system of value added tax

TITLE X

DEDUCTIONS

CHAPTER 5

Adjustment of deductions
Article 184

The initial deduction shall be adjusted where it is higher or lower than that to which the
taxable person was entitled.

Article 185

1 Adjustment shall, in particular, be made where, after the VAT return is made, some
change occurs in the factors used to determine the amount to be deducted, for example where
purchases are cancelled or price reductions are obtained.

2 By way of derogation from paragraph 1, no adjustment shall be made in the case of
transactions remaining totally or partially unpaid or in the case of destruction, loss or theft of
property duly proved or confirmed, or in the case of goods reserved for the purpose of making
gifts of small value or of giving samples, as referred to in Article 16.

However, in the case of transactions remaining totally or partially unpaid or in the case
of theft, Member States may require adjustment to be made.

Article 186
Member States shall lay down the detailed rules for applying Articles 184 and 185.
Article 187

1 In the case of capital goods, adjustment shall be spread over five years including that
in which the goods were acquired or manufactured.

Member States may, however, base the adjustment on a period of five full years starting
from the time at which the goods are first used.

In the case of immovable property acquired as capital goods, the adjustment period may
be extended up to 20 years.

2 The annual adjustment shall be made only in respect of one-fifth of the VAT charged on
the capital goods, or, if the adjustment period has been extended, in respect of the corresponding
fraction thereof.

The adjustment referred to in the first subparagraph shall be made on the basis of the
variations in the deduction entitlement in subsequent years in relation to that for the
year in which the goods were acquired, manufactured or, where applicable, used for the
first time.
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Article 188

1 If supplied during the adjustment period, capital goods shall be treated as if they had
been applied to an economic activity of the taxable person up until expiry of the adjustment
period.

The economic activity shall be presumed to be fully taxed in cases where the supply of
the capital goods is taxed.

The economic activity shall be presumed to be fully exempt in cases where the supply
of the capital goods is exempt.

2 The adjustment provided for in paragraph 1 shall be made only once in respect of all
the time covered by the adjustment period that remains to run. However, where the supply of
capital goods is exempt, Member States may waive the requirement for adjustment in so far as
the purchaser is a taxable person using the capital goods in question solely for transactions in
respect of which VAT is deductible.

Article 189

For the purposes of applying Articles 187 and 188, Member States may take the
following measures:

(a) define the concept of capital goods;
(b) specify the amount of the VAT which is to be taken into consideration for adjustment;
(©) adopt any measures needed to ensure that adjustment does not give rise to any
unjustified advantage;
(d) permit administrative simplifications.
Article 190

For the purposes of Articles 187, 188, 189 and 191, Member States may regard as capital
goods those services which have characteristics similar to those normally attributed to
capital goods.

Article 191

If, in any Member State, the practical effect of applying Articles 187 and 188 is
negligible, that Member State may, after consulting the VAT Committee, refrain from
applying those provisions, having regard to the overall impact of VAT in the Member
State concerned and the need for administrative simplification, and provided that no
distortion of competition thereby arises.

Article 192

Where a taxable person transfers from being taxed in the normal way to a special scheme
or vice versa, Member States may take all measures necessary to ensure that the taxable
person does not enjoy unjustified advantage or sustain unjustified harm.



