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European Union: 
ECJ clarifies VAT treatment of staff vouchers 
 
The European Court of Justice (ECJ) issued an important decision on 29 July 2010 on the VAT treatment of retail vouchers 
and “salary sacrifice” arrangements (Astra Zeneca UK Limited v. Her Majesty’s Commissioners of Revenue and Customs). 
Salary sacrifice arrangements involve the granting of discounted retail vouchers by an employer to its employees in 
exchange for the employee relinquishing part of his/her salary. The result of this decision is that many businesses could face 
significant VAT assessments if they have recovered VAT on retail vouchers they provide to staff as part of a salary sacrifice 
scheme, but have not accounted for VAT on their supply. 
 
Astra Zeneca UK Limited granted its employees the option to receive a portion of their remuneration in the form of retail 
vouchers (rather than cash). These vouchers could be redeemed for goods or services at specific retailers. The retailer issued 
vouchers with a particular face value and sold them at a discounted price to an intermediary company, which then sold the 
vouchers to Astra Zeneca for less than their face value. This lower value was reflected on the employees’ pay slips. Astra 
Zeneca completed its VAT returns on the basis that it was not required to charge output VAT on the provision of the 
vouchers to its employees and that it was not entitled to deduct as input tax the VAT it had paid on the purchase of the 
vouchers. However, the company subsequently claimed that it should be able to reclaim the input VAT incurred on the 
acquisition of the vouchers because this was a business overhead, but that it did not have to charge output VAT on the 
provision of the vouchers to its employees because the vouchers were not provided for consideration. The U.K. tax 
authorities disagreed. 
 
U.K. legislation requires intermediaries that procure discount retail vouchers for large employers to charge VAT. Businesses 
often will recover the VAT they are charged, but may not account for any output tax when they pass the vouchers on to 
staff. 
 
In issuing its decision, the ECJ followed the 22 April 2010 opinion of Advocate General Mengozzi. The Court ruled that an 
employer may recover VAT when it is charged to it on retail vouchers but the employer must account for VAT when it 
provides retail vouchers to its staff as part of a salary sacrifice scheme. The granting of vouchers is a “supply of services” for 
VAT purposes, with the employee’s salary sacrifice being the VAT-inclusive consideration. This should result in a nil VAT 
burden for employers, where they simply pass on to staff the cost of the vouchers, including VAT. 
 
This is a significant case involving the complex tax treatment of vouchers and salary sacrifice schemes. The case may cause 
HMRC to assess under-claimed VAT by U.K. entities over the last four years, meaning that many businesses could face 
significant VAT assessments if they have recovered VAT on retail vouchers they provided to their employees as part of a 
salary sacrifice scheme, but have not accounted for VAT on their supply. Such employers may now have to revisit how they 
deal with the VAT accounting on these vouchers. The ECJ decision also may cast doubt on the U.K. treatment of vouchers 
for VAT purposes. 
 
— Giles Salmond (London) 

Partner 
Deloitte United Kingdom 
gmsalmondi@deloitte.co.uk 

 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
World Tax Advisor 2 of 2 Copyright ©2010, Deloitte Global Services Limited. 
3 September 2010  All rights reserved. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
About Deloitte 
Deloitte refers to one or more of Deloitte Global Services Limited, a UK private company limited by guarantee, 
and its network of member firms, each of which is a legally separate and independent entity. Please see 
www.deloitte.com/about for a detailed description of the legal structure of Deloitte Global Services Limited 
and its member firms. 
 
“Deloitte” is the brand under which tens of thousands of dedicated professionals in independent firms 
throughout the world collaborate to provide audit, consulting, financial advisory, risk management, and tax 
services to selected clients. These firms are members of Deloitte Touche Tohmatsu Limited (DTTL), a UK private 
company limited by guarantee. Each member firm provides services in a particular geographic area and is 
subject to the laws and professional regulations of the particular country or countries in which it operates. DTTL 
does not itself provide services to clients. DTTL and each DTTL member firm are separate and distinct legal 
entities, which cannot obligate each other. DTTL and each DTTL member firm are liable only for their own acts 
or omissions and not those of each other. Each DTTL member firm is structured differently in accordance with 
national laws, regulations, customary practice, and other factors, and may secure the provision of professional 
services in its territory through subsidiaries, affiliates, and/or other entities. 
 
Disclaimer 
This publication contains general information only, and none of Deloitte Global Services Limited, its member 
firms, or its and their affiliates are, by means of this publication, rendering accounting, business, financial, 
investment, legal, tax, or other professional advice or services. This publication is not a substitute for such 
professional advice or services, nor should it be used as a basis for any decision or action that may affect your 
finances or your business. Before making any decision or taking any action that may affect your finances or your 
business, you should consult a qualified professional adviser. None of Deloitte Global Services Limited, its 
member firms, or its and their respective affiliates shall be responsible for any loss whatsoever sustained by any 
person who relies on this publication. 


