
  

Communication concerning the decision of the Curia of Hungary 

in administrative case n° Kfv.I.35.387/2014 

 

The plaintiff is entitled to reduce his taxable income when he has received no consideration 

for the supply of his produces, and, as a result of the termination (cancellation) of the contract 

between him and his buyer, he is not given the right to claim the payment of such 

consideration. 

 

In June 2008, the plaintiff sold rape-seeds to the buyer, but the latter paid no purchase price 

for the produces after their delivery and entry into storage. On 1 October 2008, the parties 

agreed to cancel their contract and fixed a deadline for the return of the rape-seeds delivered. 

The produces, however, were not returned, since a public warehouse, in the meantime, seized 

them. The plaintiff launched a civil action for the return of the rape-seeds, and his claim was 

accepted by the court. On the basis of the court’s judgement, the plaintiff rectified his 

invoices, provided the unpaid amounts with a minus sign and declared the sum of 

116 705 000,- HUF as recoverable tax in his tax return for the period of December 2009. The 

tax authority found that the plaintiff had unduly claimed the recovery of 48 043 000,- HUF, 

and consequently it imposed a 10 percent tax fine on him. 

 

In its judgement, the first instance court rejected the plaintiff’s claim. The Curia, proceeding 

upon the plaintiff’s petition for judicial review, made a reference for a preliminary ruling to 

the Court of Justice of the European Union to request the interpretation of the provisions of 

Article 90 of Council Directive 2006/112/EC of 28 November 2006 on the common system of 

value added tax (hereinafter referred to as the VAT Directive). Based on the judgement of the 

Court of Justice rendered on 15 May 2014 in case n° C-337/13, the Curia delivered the 

following judgement: 

 

By virtue of the primacy of European Union law and the principle of direct effect, taxable 

persons may rely on Article 90, paragraph (1) of the VAT Directive before national courts 

against the State to obtain a reduction in their taxable amount for VAT (paragraph 35 of the 

judgement). This reduction can be claimed in the event of the termination of the parties’ 

contract, irrespective of whether the contract has been terminated unilaterally by one of the 

parties or by their mutual consent. In view of the above considerations, the Curia examined 

the contract concluded between the plaintiff and his buyer, as well as its termination, and 

concluded that the possibility of reducing taxable income, as provided for by Article 90, 

paragraph (1) of the VAT Directive, should be guaranteed in the present case. Hence, the 

Curia, with the application of Article 90, paragraph (1) of the VAT Directive, ruled that the 

plaintiff is entitled to reduce his taxable income, since he has received no consideration for 

the supply of his produces, and, as a result of the termination (cancellation) of the contract 

between him and his buyer, he is not given the right to claim the payment of such 

consideration. 
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