
 
 

 

 

 

 

VAT deduction for transactions performed before VAT registration 

by Simona Manole, Accounting & Taxation Services 

 

There can be situations when a company makes acquisitions, receiving invoices with VAT, before 
getting registered for VAT purposes. Acquisitions can also be made during a period in which the 
VAT ID no. of a taxable person is canceled. 

In such cases, the question arises whether it is possible to deduct the input tax shown on the 
incoming invoices in Romania. In principle, input tax deduction is possible under certain 
conditions. 

Acquisitions are generally any type of purchase. They may concern land, buildings, business 
premises, warehouses, industrial equipment, motor vehicles or other tangible and intangible 
property and also services that are necessary for the taxpayer's future business activity. 

 

Basic principles 

The provisions of the Tax Code establish the right of every taxpayer to deduct input tax from the 
time when it demonstrably intends to commence an economic activity.  

If the conditions and requirements for exercising the right to deduct input tax cannot be proven at 
the time of acquisition, the right to deduct input tax may be exercised at a later time; the limitation 
period of 5 years provided for in the Tax Procedure Code applies to this. Among other things, in 
practice, 

 

• taxable persons / permanent establishments for which the VAT ID No. is cancelled at the 
time of the acquisitions exercise the right to deduct VAT when the VAT ID No. is valid 
again; 

• non- resident persons who delay the registration for VAT purposes or the registration of 
an establishment in Romania may deduct input tax after such registration.  

 

A special case refers to non-resident businesses that are not registered for VAT and are not 
obliged to do so. Although they have no right to deduct input tax, they can apply for a refund of 
the input tax paid. 

Under certain circumstances, input tax may be deducted even if the incoming invoice does not 
contain a VAT ID number of the taxable person, e.g. if the acquirer does not have a (valid) VAT 
ID number. However, the deduction is delayed if a valid VAT ID no. is available. 

The above rules relating to the deduction of input VAT apply in principle to all taxable persons 
with the exception of small entrepreneurs who are exempt from collecting VAT on their own 
invoices and have no right to deduct VAT on the invoices they receive. 

 

 



 
 

 
 

Procedure 

The right to deduct input tax is exercised through the VAT return, in which the VAT received is 
offset against the input tax. As a result of the offset, either a payment obligation or a credit balance 
arises. 

Difficulties can arise when a refund of a credit is requested. Such cases often result in tax audits 
being carried out, which causes considerable administrative effort and may uncover inaccuracies. 

In general, evidence regarding the necessity of all acquisitions for the economic activity should 
be kept. Furthermore, formally correct documents should be available for this purpose (invoices, 
statements of work, etc.). Last but not least, the use or consumption of the acquired services/ 
objects for the economic activity should be verifiable. 

 

Special situations 

Under certain conditions, input tax can also be claimed on purchases of goods and services that 
for objective reasons are subsequently no longer used. This right has also been recognized in the 
EU case law. Some well-known cases are: 

1. Judgement No C-37/95 (Ghent Coal Terminal NV) - the Court recognized the right to 
deduct VAT on certain assets which were subsequently not used for the transaction for 
objective reasons; 

2. Judgement No. C-257/11 (Gran Via Moinesti) concerning a Romanian company that 
acquired a plot of land with buildings in order to demolish the buildings for the purpose of 
implementing a construction project. The court ruled that no VAT adjustment was required 
in connection with the demolition of the buildings and that the input VAT on the purchase 
was deductible; 

3. Judgment No. C-268/83 (D.A. Rompelman) - the court indicated that VAT may be 
deducted on the acquisition of the right to the future transfer of ownership of a building not 
yet constructed. 

 

Conclusion 

Romanian companies, like non-residents, are in principle entitled to deduct input tax for any 
transactions that took place before VAT registration, as long as they are not small entrepreneurs. 
However, certain prerequisites and conditions in material and formal respects must be taken into 
account. 
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