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Full input tax deduction on VAT-
free sales to NATO forces

The finance ministry has decreed that the input tax related to VAT-free
sales to NATO forces stationed in Germany remains deductible even if
the sale in question would have been VAT-free under other rules.

https://blogs.pwc.de/de/german-tax-and-legal-news/article/229660/



Downloaded from Blogs on 15.06.2026 02:00h
_—
—_—

The finance ministry has followed a Supreme Tax Court judgment of August 2013 holding that a VAT
exemption under a special-case rule takes precedence over the exemption available under a generally
applicable provision. Sales to NATO forces stationed in Germany (including sales for the benefit of their
members) are exempt under the various NATO and SOF (status of forces) agreements, which rank as
special-case rules. Accordingly such sales do not restrict the right of the supplier to deduct input tax, even if,
under the generally applicable rules, the sale would have been exempt in any case, but with a curtailment of

the supplier’s input tax deduction as a consequence.
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