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MOTION FOR A EUROPEAN PARLIAMENT RESOLUTION 

on towards a definitive VAT system and fighting VAT fraud 

(2016/2033(INI)) 

The European Parliament, 

– having regard to the action plan on VAT put forward by the Commission on 7 April 

20161, 

– having regard to the European Court of Auditors special report No 24/2015 of 3 March 

2016 entitled ‘Tackling intra-Community VAT fraud: More action needed’, 

– having regard to Council Directive 2006/112/EC of 28 November 2006 on the common 

system of value added tax, 

– having regard to its resolution of 13 October 2011 on the future of VAT2, 

– having regard to the proposal for a directive on the fight against fraud to the Union's 

financial interests by means of criminal law (COM(2012)0363), 

– having regard to the proposal for a Council Regulation on the establishment of the 

European Public Prosecutor’s Office (COM(2013)0534), 

– having regard to its resolution of 12 March 2014 on the proposal for a Council 

regulation on the establishment of the European Public Prosecutor’s Office3, 

– having regard to the proposal for a regulation on the European Union Agency for 

Criminal Justice Cooperation (Eurojust) (COM(2013)0535), 

– having regard to its resolution of 29 April 2015 on the proposal for a Council regulation 

on the establishment of the European Public Prosecutor’s Office4, 

– having regard to Rule 52 of its Rules of Procedure, 

– having regard to the report of the Committee on Economic and Monetary Affairs and 

the opinions of the Committee on Budgetary Control and the Committee on Civil 

Liberties, Justice and Home Affairs (A8-0307/2016), 

A. whereas the Single Market, established on 1 January 1993, has abolished border 

controls for intra-community trade and whereas, under Articles 402-404 of the current 

VAT Directive, the European Union VAT arrangements in place since 1993 are of a 

provisional and transitional nature only; 

B. whereas, under Article 113 of the Treaty on the Functioning of the European Union 

(TFEU), the Council shall, acting unanimously, adopt directives for the completion of 

                                                 
1 COM(2016)0148. 
2 Texts adopted, P7_TA(2011)0436. 
3 Texts adopted, P7_TA(2014)0234. 
4 Texts adopted, P8_TA(2015)0173. 
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the common VAT system and, in particular, the progressive curtailment or revocation of 

exemptions thereto;  

C. whereas the Commission is required every four years to submit to the European 

Parliament and the Council  a report on the functioning of the current VAT system and, 

in particular, the transitional arrangements; 

D. whereas VAT, the proceeds of which yielded almost EUR 1 trillion in 2014, is a major 

and growing source of revenue in the Member States and contributes to EU own 

resources, the EU's total revenue from the VAT own resource standing at EUR 17 667 

million and accounting for 12.27% of the total revenue of the EU in 20141; 

E. whereas the current VAT system, in particular as it is applied by large corporations to 

cross-border transactions, is vulnerable to fraud, tax avoidance strategies, VAT 

uncollected due to insolvencies, or to miscalculation; whereas the estimated 'VAT gap' 

amounts to around EUR 170 billion annually, and better digital technologies are 

becoming available to help close this gap; 

F. whereas, according to a Commission study2 , MTIC fraud (Missing Trader Intra-

Community fraud, commonly called carousel fraud) alone is responsible for a VAT 

revenue loss of approximately €45 billion to €53 billion annually; 

G. whereas Member States differ in the effectiveness with which they are able to address 

VAT fraud and VAT avoidance, since the VAT gap is estimated to vary from less than 

5% to over 40% depending on the country considered; 

H. whereas, according to Europol estimates, between EUR 40 billion and EUR 60 billion 

of the annual VAT revenue losses of Member States are caused by organised crime 

groups, and 2 % of those groups are behind 80 % of MTIC fraud; 

I. whereas the measurement of the revenue losses arising from cross-border VAT fraud is 

a very challenging task given that only two Member States, the UK and Belgium, 

collect and disseminate statistics on the issue; 

J. whereas several Member States under the coordination of Eurojust and Europol have 

recently conducted three successful and consecutive Vertigo Operations which 

uncovered a carousel fraud scheme totalling EUR 320 million; 

K. whereas the high administrative costs incurred under the present VAT system, 

especially with regard to cross-border transactions, could be significantly reduced for 

small and medium-sized enterprises in particular, including by means of simplification 

measures employing digital reporting tools and common databases; 

L. whereas there is much room for improvement in reducing administrative and tax 

barriers, which particularly affect cross-border cooperation projects; 

                                                 
1  European Commission, financial report 2014  
2  

http://ec.europa.eu/taxation_customs/sites/taxation/files/resources/documents/common/publications/studies/ey_st

udy_destination_principle.pdf  
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M. whereas VAT is a tax on consumption which is based on a system of fractionated 

payments allowing for self-policing by persons liable for payment, and whereas it must 

only be borne by the final consumer so as to ensure neutrality for businesses; whereas it 

is up to Member States to organise the practical way of charging VAT in order to ensure 

that it is borne by the final consumer; 

N. whereas 23 years after the introduction of the VAT Directive, the so called ‘standstill 

derogations’ are outdated, in particular with regard to the modern digital economy; 

O. whereas, over the past two decades, the Commission has initiated over 40 infringement 

procedures against more than two-thirds of the Member States for breach of the 

directive;  

P. whereas no majority can be achieved in favour of the country of origin principle 

regarding a definitive VAT system, since this would require a higher degree of tax-rate 

harmonisation to prevent massive distortions of competition; 

Q. whereas the fight against tax fraud is one of the main tax-related challenges faced by the 

Member States; 

R. whereas VAT fraud is an extremely damaging practice that diverts significant amounts 

of Member States’ budget revenues while hindering their efforts to consolidate their 

public finances; 

S. whereas cross-border VAT fraud costs our Member States and European taxpayers 

nearly EUR 50 billion a year; 

T. whereas VAT fraud typologies are multifaceted, evolving and concern many economic 

sectors, and thus require swift adaptation of relevant legislation in order to move 

towards a sustainable and simple VAT system enabling the prevention of fraud and the 

potential loss of tax revenue; 

U. whereas the most popular VAT fraud technique is ‘carousel’ fraud; whereas in this type 

of fraud, which occurs very frequently in the electronic component, mobile telephony 

and textile trades, goods are passed around between several companies in different 

Member States, taking advantage of the fact that there is no tax levied on the intra-EU 

supply of goods; 

V. whereas enhanced and continuous cooperation efforts between the Member States are 

urgently needed to set up comprehensive and integrated strategies in the fight against 

fraud, particularly considering current EU budgetary constraints, and the increase in e-

commerce and internet trade that has weakened territorial control over VAT collection; 

W. whereas the protection of the financial interests of the European Union and the Member 

States is a key element of the Union’s policy agenda to strengthen and increase the 

confidence of citizens and ensure that their money is used properly; 

X. whereas VAT fraud results in a loss of income for the Member States, and therefore for 

the EU, creates a distorted fiscal environment that is particularly damaging to small and 

medium-sized enterprises, and is used by criminal organisations taking advantage of 
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existing legislative gaps between the Member States and their competent supervisory 

authorities; 

Y. whereas the European Court of Auditors concluded in its Special Report No 24/2015 

that VAT fraud is mostly classed as a criminal practice that needs to be stopped; 

Z. whereas in the ‘Taricco and Others’ case (C105/14) the European Court of Justice stated 

that the concept of ‘fraud’ as defined in Article 1 of the Convention on the Protection of 

the European Communities’ Financial Interests covers revenue derived from VAT; 

1. Welcomes the Commission’s intention to propose a definitive VAT system by 2017 that 

is simple, fair, robust, efficient and less susceptible to fraud;  

2. Emphasises that a simple system for VAT which demands fewer exemptions is 

necessary for the proper functioning of the digital single market; 

3. Takes the view that the expert advice on which the Commission's proposals for the 

programme of action are based contains a number of valuable recommendations; 

emphasises that the Commission’s list of proposals aimed at achieving a robust, simple 

and fraud-proof VAT system is not exhaustive; 

4. Welcomes the recent Commission communication of 7 April 2016 and the projected 

additional measures designed to prevent fraud and help improve the existing VAT 

system; 

5. Takes the view that improving the existing system is also important, and calls for 

fundamental reforms with a view to removing or at least substantially reducing the 

problems affecting it, and particularly the European problem of VAT collection; 

6. Takes the view that the Commission should examine all possible options equally 

without prejudging the outcome and should include them in the legislative process;  

7. Notes that concerted efforts between Member States are needed to reach agreement on a 

definitive VAT system; 

8. Recognises that unanimity will be a necessary precondition for an agreement on a better 

functioning system for VAT, and therefore calls for a clear vision regarding simplicity 

and fewer exceptions combined with a pragmatic approach respecting the interests of 

the rapidly developing digital economy; 

9. Notes that it is essential for the Member States to adopt a coordinated tax policy and to 

improve the speed and frequency of their exchange information concerning intra-

Community trade in order to combat tax evasion and tax avoidance more effectively and 

finally close the existing ‘VAT gap’; 

10. Encourages the Commission and government agencies to explore and test new 

technologies, such as distributed ledger technology and real time supervision, as part of 

a RegTech agenda with a view to significantly reducing the existing and substantial 

'VAT gap' in the Union; 

11. Stresses that it is the responsibility of the tax authorities in the individual Member 



 

RR\1107418EN.docx 7/30 PE582.077v02-00 

 EN 

States to ensure that VAT is paid in a simple and SME-friendly way, which can be 

facilitated by increased cooperation between the national authorities; 

12. Takes the view that cooperation and information exchanges between the Member State 

tax authorities have been inadequate in the past and the activities of Eurofisc have to 

date failed to achieve any satisfactory results; is of the opinion that the information 

exchanged through Eurofisc should be better targeted to fraud; looks forward to the 

upcoming Commission proposal to enhance the functioning of Eurofisc; 

13. Notes that the VAT Information Exchange System (VIES) has proven to be a helpful 

tool in fighting fraud by enabling tax authorities to reconcile data on traders across 

countries, but that shortcomings persist in its implementation, in particular as regards 

the timeliness of the information provided, the swiftness of the replies to queries and the 

speed of reaction to the errors signalled; recommends therefore that Member States give 

due consideration to addressing these shortcomings; 

14. Notes that the data provided to Eurofisc by national authorities are not filtered in a way 

which transfers solely suspect cases, thus hindering the optimal functioning of the 

group; supports the initiative by several Member States that argue for the setting up of 

national risk analysis tools which would permit filtering of data without running the risk 

of eliminating suspicious cases in any Member State and allow Eurofisc to react quickly 

against cross-border VAT fraud; 

15. Emphasises that it is the responsibility of the tax authorities in the individual Member 

States to ensure that VAT is paid in a proper and simple way; 

16. Recalls that Member States largely depend on information received from other Member 

States concerning intra-EU trade in order to be able to collect VAT in their territory; 

calls on the authorities responsible to automatically exchange VAT and excise 

information in particular and to use reliable and user-friendly IT means, such as 

electronic standard forms, to record cross-border deliveries of goods and services to 

end-users; believes in this regard that the use of VAT Locator Numbers (VLNs), under 

which customers cannot deduct input tax if the VAT is mentioned on an invoice without 

a valid VLN, could be a helpful tool; 

17. Believes that the lack of comparable data and of adequate relevant indicators to measure 

Member States’ performance affects the effectiveness of the EU system in tackling 

intra-EU VAT fraud, and thus calls on tax authorities to establish, in coordination with 

the Commission, a common system to estimate the size of intra-EU fraud and then set 

targets to reduce it, as this would make it possible to evaluate Member States’ 

performance in tackling this issue; 

18. Calls on Member States to also facilitate the exchange of information with judicial and 

law enforcement authorities such as Europol and OLAF, as recommended by the Court 

of Auditors; 

19. Notes that Customs Procedure 42, which provides for VAT exemption on goods 

imported into one Member State when they will subsequently be shipped to another 

Member State, has shown to be vulnerable to fraudulent abuse; notes that effective cross 

checks of the data held by tax authorities with data held by customs authorities are 
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crucial to detect and eliminate this type of fraud; calls therefore on Member States and 

on the Commission to act in order to facilitate the flow of information between tax and 

customs authorities regarding imports under Customs Procedure 42, as recommended 

by the European Court of Auditors; 

20. Supports the aim of the action plan to establish a single European VAT area to buttress 

a deeper and more equitable single market and in order to help promote tax justice, 

sustainable consumption, employment, growth, investment and competitiveness, while 

also limiting the possibility of VAT fraud; 

21. Calls in this regard for services to be incorporated fully into the new system as soon as 

possible and calls, in particular, for financial services to be subject to VAT; 

22. Shares the Commission's view that the VAT system decided upon should be based on 

the principle of taxation in the country which is the final destination of the goods and 

services, given that the country-of-origin principle could not be implemented; 

23. Is in favour of the country-of-destination principle being applied as a general rule in the 

case of distance sales to individuals, and of introducing harmonised measures for small 

businesses; 

24. Calls for technical developments in the digital world to be incorporated into the existing 

tax models when the VAT system decided upon is introduced, so that the system will be 

fit for the 21st century; 

25. Notes that the current plethora of VAT rates causes great uncertainty for companies 

involved in cross-border trading, in particular in the services sector and for SMEs; notes 

that uncertainty is also caused by the question of who is liable for the collection of 

VAT, proof of intra-community supply, the risk of being involved in missing trader 

fraud, cash-flow issues and the different VAT rates for different product categories 

within the same country; calls therefore on the Commission to study the impact by mid-

2017 of missing trader fraud; calls for Member States to agree on increasing 

convergence in VAT rates; 

26. Calls on the Commission to assess the impact of failing to harmonise tax rates at Union 

level, particularly on cross-border activities, and to assess the possibilities for removing 

these obstacles; 

27. Supports the option as proposed by the Commission of a regular review of the list of 

goods and services eligible for reduced rates to be agreed by the Council; calls for this 

list to take into account political priorities such as social, gender, health, environmental, 

nutritional and cultural aspects; 

28. Takes the view that the complete abolition of minimum tax rates as an alternative, as 

advocated by the Commission, might cause considerable distortions of competition and 

problems in the single market; takes the view that the need for greater harmonisation, 

which is necessary for the proper functioning of the single market should be taken into 

account; 

29. Calls for an examination of whether a single European list of reduced goods and 
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services could be compiled with the aim of finding an alternative to the current system 

of reduced VAT rates which could significantly improve the efficiency of the VAT 

system, allowing for a more structured system than is currently the case; 

30. Takes the view that fewer exemptions are important to fight VAT fraud and that the best 

and most efficient way to tackle fraud is a simple VAT system with as low a rate as 

possible;  

31. Takes the view that the present complicated system could be considerably simplified if 

the goods and services eligible for reduced tax rates were reduced and some goods and 

services eligible for reduced tax rates were determined jointly by Member States at EU 

level, while allowing Member States to decide on tax rates as long as they are compliant 

with the minimum tax rates in the VAT Directive and provided that this does not create 

risks of unfair competition; 

32. Calls for products to be subject to the country-of-destination principle of equal taxation 

irrespective of what form they take or what platform they are purchased on and whether 

they are delivered digitally or physically; 

33. Notes that a major problem for SMEs today is that Member States have different 

interpretations regarding what can be described as a product or as a service; calls 

therefore on the Commission to be clearer and more distinct in its definitions; 

34. Calls on the Member States to apply VAT equally to private and public companies in 

areas in which they compete with each other; 

35. Points out that the fractionated payments system for VAT was chosen as the reference 

for indirect taxation in the OECD’s BEPS project (Action 1) because it ensures that tax 

collection is effective and, by its very nature, allows for self-policing by operators; 

36. Notes that Articles 199 and 199a of the VAT Directive provide for a temporary and 

targeted application of the reverse charge mechanism for cross-border transactions and 

for certain domestic high-risk sectors in Member States; 

37. Calls on Commission to study carefully the consequences of the reverse charge 

mechanism and to examine whether this procedure will simplify the situation for SMEs 

and reduce VAT fraud; 

38. Calls on the Commission to evaluate the effects of the reverse charge procedure, and not 

only for individual sectors which are particularly susceptible to fraud, in terms of 

benefits, compliance costs, fraud, effectiveness and implementation problems and long-

term advantages and disadvantages through pilot projects, as requested by some 

Member States and explicitly confirmed by the Commission in the meantime, even if 

this has not been included in its action plan so far; 

39. Takes the view that national tax administrations must take greater responsibility for 

ensuring tax compliance and reducing opportunities for evasion in the general 

implementation of the country-of-destination principle; agrees with the Commission 

that there is still ample room to improve the fight against VAT fraud via conventional 

administrative measures and improving Member States’ staff capacity and skills in tax 
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collection and inspection; highlights the need to strengthen tax inspections and 

sanctions on the largest fraudsters; calls on the Commission to provide adequate 

financial and technical support in this regard; 

40. Takes the view that the Commission should closely monitor the performance of national 

tax authorities and improve coordination between them; 

41. Welcomes the Commission announcement to expand the Mini One-Stop Shop into a 

fully-fledged one-stop shop; notes the paramount importance of it being user-friendly 

and equally efficient in all 28 Member States; notes that creating a one-stop-shop would 

alleviate administrative burdens that prevent companies from operating across borders 

and reduce costs for SMEs1; 

42. Notes that a 'one-stop shop' is essential if the country-of-destination principle is to be 

imposed and made less prone to fraud; calls for improvements to the one-stop shop to 

be based on the current experience of the Mini One-Stop Shops for digital products; 

notes that even with the Mini One-Stop Shop, small and micro-businesses can face a 

significant administrative burden under the new destination principle; welcomes, 

therefore, the proposal within the Commission's action plan on VAT to introduce a 

common EU-wide simplification measure (VAT threshold);  calls for a clear definition 

of which Member State is responsible for tax inspection in the case of cross-border 

transactions; welcomes the Commission's intention to abolish the Low Value 

Consignments Relief as part of its VAT action plan; 

43. Recognising that different VAT regimes across the European Union might also be 

perceived as a non-tariff barrier in the Single Market, underlines that the VAT Mini 

One-Stop Shop (VAT MOSS) is a good way of helping to remove this barrier and in 

particular of supporting SMEs in their cross-border activity; acknowledges that there are 

still some minor problematic issues with the VAT MOSS; calls on the Commission to 

further facilitate the payment of VAT obligations by companies across the EU; 

44. Notes the Court of Justice of the European Union ruling in C-97/09 (Ingrid Schmelz v 

Finanzamt Waldviertel); takes note of the 28 different thresholds for exemption from 

VAT tax; takes note of the ensuing financial difficulties faced by SMEs and micro-

businesses which would be exempted under their national systems; calls on the 

Commission to conduct further studies on establishing a threshold for the exemption to 

pay VAT for micro-businesses; 

45. Calls for all proposals to be studied in order to minimise the administrative burden of 

turnover taxes for MSMEs; encourages the Commission in this regard also to look into 

international best practices, such as the gold card schemes applicable in Singapore and 

Australia, recognising that the risk of fraud on the part of some suppliers is very low; 

46. Welcomes the Commission's announcement that it will submit an SME package for 

VAT in 2017; recommends, however, that the implementation of the new framework 

should be gradual as it will trigger additional administrative costs (such as IT 

infrastructure or VAT processes); 

                                                 
1  COM(2016)0148. 
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47. Notes the complex filing system that imposes a high burden on SMEs and thus 

discourages cross-border trade; calls on the Commission to include in its SME package 

a proposal for unified VAT filing and harmonised reporting requirements and deadlines; 

48. Underscores the need for a harmonised VAT environment for distance ‘business-to-

business’ and ‘business-to-consumer’ sales; notes that the VAT threshold is not 

implemented with the same success in different Member States due to failures in 

coordination; 

49. Stresses that a new simplified system for VAT must be designed in such a way that 

SMEs can easily follow the rules on cross border trade and can find support in each 

Member State not only on how to adapt to them but also on managing the VAT 

procedures; 

50. Calls in the short term for a comprehensive and publicly accessible internet portal for 

companies and end-users to find, clearly and easily, detailed information on the VAT 

rates applicable to individual products and services in the Member States; stresses that 

language and design of this portal should be easy to understand and use; reiterates its 

conviction that helping companies to clearly understand VAT rules applicable in 

Member States will further strengthen anti-VAT-fraud measures; notes also that 

certified tax software could help in limiting the risk of specific types of fraud and other 

irregularities and can provide certainty to honest businesses engaged in domestic and 

cross-border transactions; calls further on the Commission to provide guidelines to 

national tax authorities on the classification of transactions with respect to the applied 

VAT rate in order to reduce compliance costs and legal disputes; calls on Member 

States to set up public information systems, such as a VAT web portal, to make reliable 

information available; 

51. Calls on the Commission to set up a list with updated information on VAT rules in 

every single Member State; underlines, at the same time, that it is the responsibility of 

the Member States to report their rules and rates to the Commission; 

52. Notes that, for e-commerce sales, the lack of harmonisation in the VAT threshold 

entails high transaction costs for SMEs operating in e-commerce activities when they 

accidentally or inadvertently exceed the threshold; 

53. Calls on the Member States to urgently provide the Commission with information 

regarding their respective VAT rates, special requirements and exemptions; calls on the 

Commission to collect this information and make it available to companies and 

consumers; 

54. Takes the view that the VAT reform plans announced by the Commission in the action 

programme must be subject to comprehensive and qualitatively-sound impact 

assessments with input from science, EU Member State tax administrations, SMEs and 

companies in the EU; 

55. Emphasises that tax legislation is an exclusive competence of the Member States; 

emphasises that according to Article 329(1) TFEU a group of at least nine Member 

States may engage in enhanced cooperation; calls on the Commission to support 

proposals for enhanced cooperation which aim to combat fraud and reduce 
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administrative burdens in terms of VAT; 

56. Takes the view that a solution within the OECD framework is preferred to stand-alone 

measures which need to be harmonised with OECD recommendations and the BEPS 

action plan; 

57. Welcomes the Commission proposal entitled ‘EU eGovernment Action Plan 2016-2020: 

Accelerating the digital transformation of government’; 

58. Notes that the new action plan includes further steps forward towards a more efficient 

and fraud-proof definitive regime that will be friendlier to businesses in the age of the 

digital economy and e-commerce; 

59. Supports the Commission proposal according to which VAT on cross-border sales (of 

goods or services) would be collected by the tax authority of the originating country, at 

the rate applicable in the country of consumption, and transferred to the country where 

the goods or services are ultimately consumed; 

60. Underlines the importance of presenting a legislative proposal to extend the Single 

Electronic Mechanism (for the registration and payment of VAT to cross-border 

businesses) to consumer online sales of physical goods in order to reduce the 

administrative burden, one of the main barriers that businesses face when operating 

across borders; 

61. Calls on the Commission to address the administrative burden on businesses arising 

from the fragmented VAT regime by presenting legislative proposals to extend the 

current mini One-Stop Shop to include tangible goods sold online, allowing businesses 

to make single declarations and VAT payments in their own Member States; 

62. Calls on the Member States to simplify their national tax systems, and to make them 

more consistent and robust, so as to facilitate compliance, prevent, deter and punish tax 

fraud and evasion, and boost the efficiency of VAT collection; 

63. Is concerned that the goal of simplifying the system of accountability for VAT as an 

own resource has not been totally achieved; recalls the need for further simplification of 

the management system related to own resources in order to reduce the possibilities of 

errors and fraud; regrets that the new action plan does not address the impact on the 

VAT own resource; 

64. Points out that the Member States’ VAT gaps, and the estimated losses on VAT 

collection within the Union, amounted to an estimated EUR 170 billion in 2015, and 

underlines the fact that in 13 of the 26 Member States examined in 2014 the average 

estimated VAT loss exceeded 15.2 %; calls on the Commission to make full use of its 

executive powers in order to both control and help the Member States; points out that 

effective action to reduce the VAT gap requires a concerted and multidisciplinary 

approach, as this gap is the result not only of fraud but of a combination of factors, 

including bankruptcy and insolvency, statistical errors, late payment, tax evasion and 

tax avoidance; reiterates its call on the Commission swiftly to promote legislation on the 

minimum level of protection for whistle-blowers in the EU in order to better investigate 

and deter fraud, and to establish financial support for cross-border investigative 
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journalism, which clearly proved its effectiveness in the ‘LuxLeaks’, ‘Dieselgate’ and 

‘Panama Papers’ scandals; 

65. Regrets that VAT fraud, and in particular the so-called ‘carousel’ or ‘missing trader’ 

fraud, distorts competition and deprives national budgets of significant resources, as 

well as being detrimental to the Union budget; is concerned that the Commission has no 

reliable data on VAT ‘carousel fraud’; calls, therefore, on the Commission to launch a 

coordinated effort by the Member States to establish a joint system of collecting 

statistics on VAT ‘carousel fraud’; points out that such a system could build upon 

practices already used in some Member States; 

66. Urges the Commission to initiate the establishment of a common system that will allow 

a more refined estimation of the size of intra-EU VAT fraud by compiling intra-EU 

VAT fraud statistics, which would enable individual Member States to evaluate their 

respective performances in this regard on the basis of precise and reliable indicators of 

the reduction of intra-EU VAT and the increase in fraud detection and correlative tax 

recovery; takes the view that new auditing approaches, such as the single audit or joint 

audits, should be extended further to encompass cross-border operations; 

67. Stresses the importance of implementing new strategies, and of making more efficient 

use of existing EU structures, to combat VAT fraud more vigorously; underlines the 

fact that greater transparency allowing for proper scrutiny, and the adoption of a more 

structured and ‘risk-based’ approach, are key to detecting and preventing fraud schemes 

and corruption; 

68. Regrets that administrative cooperation among Member States in fighting VAT fraud is 

still not efficient when it comes to coping with intra-EU VAT evasion and fraud 

mechanisms, or to managing cross-border transactions or trading; stresses the need for a 

simplified, effective and accessible VAT system that will allow all Member States to 

reduce their VAT burdens and combat VAT fraud; calls on the Commission, therefore, 

to carry out more monitoring visits to Member States, selected on a risk basis, when 

assessing administrative cooperation agreements; asks the Commission, furthermore, to 

focus, in the context of its evaluation of the administrative arrangements, on removing 

legal obstacles preventing the exchange of information between administrative, judicial 

and law enforcement authorities at national and EU level; calls, in addition, on the 

Commission to recommend that Member States introduce a common risk analysis, 

including the use of social network analysis, to ensure that the information exchanged 

through Eurofisc is targeted on fraud; calls on the Member States to lay down effective, 

proportionate and dissuasive penalties, and to improve the system currently used to 

exchange information; 

69. Stresses the need to reinforce Eurofisc in order to speed up exchanges of information; 

points out that there are still problems with regard to the accuracy, completeness and 

timeliness of information; considers it necessary to pool the actions, and coordinate the 

strategies, of the Member States’ tax, judicial and police authorities, and of European 

bodies – such as Europol, Eurojust and OLAF – dealing with the fight against fraud, 

organised crime and money laundering; encourages all stakeholders to further consider 

simple and comprehensible models for real-time information sharing in order to allow 

for prompt reactions or mitigating measures to combat existing or newly emerging fraud 
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schemes; 

70. Considers it essential for all Member States to participate in Eurofisc in each of its 

fields of activity, so as to allow effective measures to be taken to combat VAT fraud; 

71. Calls on the Commission to make proposals enabling effective cross-checks of data 

from customs and tax authorities, and to focus its monitoring of the Member States on 

measures indicative of improvements to the timeliness of their replies to information 

requests and of the reliability of the VAT Information Exchange System (VIES); 

72. Asks the Commission to encourage those Member States that have not already done so 

to implement a two-tier VAT identification number (with a number allocated to traders 

wishing to take part in intra-Community trade that is different from the domestic VAT 

identification number) and to conduct the checks laid down in Article 22 of Regulation 

No 904/2010, while providing free advice to traders; 

73. Calls on the Commission to ensure that the Member States’ electronic customs 

clearance systems are capable of, and carry out, automatic checking of VAT 

identification numbers; 

74. Urges the Commission to propose an amendment to the VAT Directive with a view to 

achieving further harmonisation of Member States’ VAT reporting requirements for 

intra-EU supplies of goods and services; 

75. Regrets that the proposal of the Commission with regard to joint and several liability in 

cases of cross-border trade has not been adopted by the Council; points out that this 

reduces the deterrence against doing business with fraudulent traders; considers that the 

implementation of the VAT Directive, as regards the period of submission of 

recapitulative statements, is not uniform among the Member States, and that this 

increases the administrative burden on traders operating in more than one Member 

State; urges the Council, therefore, to approve the Commission’s proposal on joint and 

several liability; 

76. Encourages the Commission and the Member States to be more active at international 

level, to strengthen cooperation with non-EU countries and to enforce efficient VAT 

collection, so as to establish standards and strategies of cooperation based chiefly on the 

principles of transparency, good governance and exchange of information; encourages 

the Member States to exchange information received from non-EU countries among 

themselves in order to facilitate the enforcement of VAT collection, particularly in e-

commerce; 

77. Urges the Council to include VAT in the scope of the Directive on the fight against 

fraud to the Union’s financial interests by means of criminal law (the ‘PIF Directive’) 

with a view to finding agreement on the matter as soon as possible; 

78. Calls on the Commission to continue to assess the revenues raised by criminal 

organisations through VAT fraud, and to present a comprehensive, common, multi-

disciplinary strategy to counter criminal organisations’ business models based on VAT 

fraud, including by means of joint investigation teams where necessary; 
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79. Deems it crucial to ensure the establishment of a single, strong and independent 

European Public Prosecutor’s Office (EPPO) that is able to investigate, prosecute and 

bring to court the perpetrators of criminal offences affecting the Union’s financial 

interests, including with regard to VAT fraud, as defined in the abovementioned PIF 

Directive, and believes that any weaker solution would represent a cost to the Union 

budget; stresses, moreover, the need to ensure that division of competence between the 

EPPO and Member States’ investigating authorities does not lead to offences with a 

meaningful impact on the Union budget falling outside the competence of the EPPO; 

80. Calls on all the Member States to publish estimates on losses due to intra-EU VAT 

fraud, to address weaknesses in Eurofisc, and to better coordinate their policies on 

reverse charging of VAT relating to goods and services; 

81. Deems it crucial that the Member States use multilateral controls (MLCs) – a 

coordinated control by two or more Member States of the tax liability of one or more 

related taxable persons – as a useful tool for combating VAT fraud; 

82. Instructs its President to forward this resolution to the Council, the Commission and the 

Member States. 
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EXPLANATORY STATEMENT 

The European Union VAT system in place since 1993 was designed as a provisional 

arrangement. It was intended that ‘the taxation of trade between Member States’ be 

superseded by a definitive arrangement based on the principle of taxing goods and services in 

the country of origin. It is stipulated that the Council shall adopt directives for the completion 

of the common VAT system and, ‘in particular, the progressive curtailment or revocation of 

exemptions thereto’. The Commission is required every four years to submit to the European 

Parliament and the Council a report on the functioning of the common VAT system in the 

Member States and, in particular, the transitional arrangements. 

The Commission communication of 7 April 2016 on an action plan on VAT, stating that the 

time for reform had come, marked the end of much foot-dragging on the road to a single EU 

VAT area.  

 

VAT, which raised almost EUR 1 trillion in 2014, is a major and growing source of revenue 

in the EU. It represents approximately 7% of the Union’s gross domestic product and it 

provides part of the EU’s own resources.  From the outset, the current VAT system has been 

vulnerable to fraud. Despite numerous initiatives, this problem has so far proved intractable. 

The Commission estimates that fraud is responsible for an overall ‘VAT gap’ of 

approximately EUR 170 billion per year, at least EUR 50 billion of which is lost through 

cross-border fraud. 

The need for unanimity among the Member States has proved a particular obstacle to reform 

of the VAT system. Those Member States which both continue to defend their original old 

systems and under-perform in terms of their anti-fraud obligations and checks have, until 

now, delayed or blocked thoroughgoing reform measures. 

A comprehensive report on possible proposals for VAT reform has been prepared by an 

internationally recognised firm of consultants: it sets out a total of five options. Two of these 

could lead, in a short space of time, to a perceptible reduction in cross-border VAT fraud. The 

Court of Auditors has also produced a report critically considering the current derogations and 

proposing that zero-rate VAT should apply only to foodstuffs, while minimum rates should 

otherwise be largely standardised. For the first few months of 2016 there was no minimum 

15% VAT rate because the Commission had been late in submitting the proposal to extend its 

validity. 

In the Commission’s action plan, it declares its intention to bring forward a legislative 

proposal for definitive VAT arrangements based on the principle of taxation in the country of 

destination of the goods and services. This marks a decisive shift away from the originally 

stipulated principle of taxation in the country of origin, which has proved unworkable on 

account of various problems and instances of distortion of competition. In practical terms it 

means that the taxation rule whereby suppliers of goods collect the VAT from their customers 

will be extended to cover cross-border business, significantly reducing the scope for VAT 

fraud. 

In its communication, the Commission states that: ‘Above all, political leadership is needed, 

to overcome the deep-rooted obstacles that have blocked progress in the past and finally adopt 

the reforms needed to combat fraud, remove administrative barriers and reduce regulatory 
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costs to simplify life for Europe’s businesses.’ It considers that the complexity of the system 

makes it difficult for Member States to ensure compliance. 

The Commission takes the view that EU companies are at a competitive disadvantage as 

against third-country suppliers which can supply VAT-free goods to consumers in the EU 

under the exemption for imports of small consignments. It has therefore undertaken to present 

a proposal to modernise VAT for cross-border e-commerce. This will centre on the 

introduction of a one-stop shop mechanism for online sales of tangible goods to final 

consumers; a common EU-wide simplification measure to help small start-up e-commerce 

businesses; and the removal of the VAT exemption for imports of small consignments from 

non-EU suppliers.   

 

To achieve these aims, the Commission proposes improved cooperation between the EU and 

third countries, an approach also urged by the Court of Auditors on the grounds that the tools 

for administrative cooperation between tax administrations are under used. The Eurofisc 

network is deemed inadequate in this regard and not ambitious enough. Measures proposed 

include cooperation among the Union’s 28 tax administrations and customs authorities and 

voluntary agreements between companies and tax administrations. 

Also on the Commission’s agenda are temporary derogations for Member States to tackle 

national and structural fraud. Some Member States more heavily affected by VAT fraud have 

therefore asked to be allowed to implement a temporary generalised reverse charge system 

which would permit derogation from the general principles of the VAT Directive. 

In terms of moving towards a modernised rates policy, the Commission emphasises that the 

VAT Directive already sets out general rules framing Member States’ freedom to set VAT 

rates – rules intended to guarantee, above all, the ‘neutrality, simplicity and workability of the 

VAT system’. The national legislators determine independently their standard rate for all 

goods and services subject to VAT and decide jointly on a minimum rate. They permit two 

reduced rates, set at 5% or more, for certain goods and services listed in the VAT Directive. 

‘Standstill derogations’, dating back to the establishment of the system or to the years in 

which Member States joined the Union, and permitting rates significantly lower than 5% in 

some cases, have outlived their relevance 23 years on from the introduction of the VAT 

Directive. 

The Commission notes that, given the long time-lags for adopting changes in EU legislation, 

Member States have, in the past, frequently been in breach of the rules, and that it has 

initiated more than 40 infringement procedures against more than two-thirds of the Member 

States for breach of the directive. It therefore proposes to set out a reform giving more 

freedom to Member States while relieving the EU of unnecessary litigation. The Commission 

has not explored whether this may be inconsistent with competition neutrality or may lead to 

unfair tax practices. 

VAT is a tax on consumption, to be borne by the final consumers of goods or services. One of 

its chief characteristics is therefore the principle of neutrality, whereby companies should not, 

if possible, bear the burden of VAT, and all commercial transactions should be taxed, with 

only strictly limited derogations permissible. 

All VAT reform plans must be subject to comprehensive and qualitatively sound impact 
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assessments with input from researchers and EU tax administrations and companies, with a 

view to significantly reducing the bureaucracy involved for companies, right from the 

negotiation stage through to implementation at national level. 

Conclusion 

The proposed initiatives and the timetable for them certainly do not represent a decisive 

breakthrough. Eschewing comprehensive reform of the transitional system in place for more 

than 20 years, the Commission has settled for proposals to strengthen cooperation, aspirations 

for greater mutual trust among tax administrations, ‘agenda setting’ and further evaluation. 

A permanent VAT system could be created by extending reverse charging to all business-to-

business transactions Europe-wide.  The entire procedure for prior charges and refunds would 

become redundant under such a model. Where no money is changing hands there is no scope 

for fraud. There would thus be considerably less distortion of competition. 

Moreover, a huge burden would be lifted off companies both financially and in terms of red 

tape. Accounting would be significantly facilitated. Companies would no longer have to ‘pre-

finance’ prior VAT charges. The competitive advantages enjoyed by large companies capable 

of using VAT refunds as a financial instrument would be lessened. Many instances of non-

payment of VAT as a result of insolvency could also be avoided. 

A comprehensive reverse charging procedure would, moreover, make for simplification and 

standardisation, as current arrangements for the coexistence of normal charging, charging on 

the basis of actual earnings and reverse charging would be largely curtailed.  Cross-border 

traffic, currently subject to varying rules with regard to simplification and registration 

requirements, would also be facilitated. 

The Commission’s reluctance to back the comprehensive application of such a system is 

incomprehensible. It has already proved highly successful in sectors particularly vulnerable to 

fraud in a number of Member States. The case has not been made that it is unworkable on a 

broader scale. 
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6.7.2016 

OPINION OF THE COMMITTEE ON BUDGETARY CONTROL (*) 

for the Committee on Economic and Monetary Affairs 

on Towards a definitive VAT system and fighting VAT fraud  

(2016/2033(INI)) 

Rapporteur (*): Nedzhmi Ali 

(*) Associated committee – Rule 54 of the Rules of Procedure 

 

 

SUGGESTIONS 

The Committee on Budgetary Control calls on the Committee on Economic and Monetary 

Affairs, as the committee responsible, to incorporate the following suggestions into its motion 

for a resolution: 

A. whereas the fight against tax fraud is one of the main tax-related challenges faced by the 

Member States; 

B. whereas VAT fraud is an extremely damaging practice that diverts significant amounts of 

Member States’ budget revenues while hindering their efforts to consolidate their public 

finances; 

C. whereas cross-border VAT fraud costs our Member States and European taxpayers nearly 

EUR 50 billion a year; 

D. whereas VAT fraud typologies are multifaceted, evolving and concern many economic 

sectors, and thus require swift adaptation of relevant legislation in order to move towards 

a sustainable and simple VAT tax system enabling the prevention of the fraud 

phenomenon and the potential loss of tax revenue; 

E. whereas the most popular VAT fraud technique is ‘carousel’ fraud; whereas in this type of 

fraud, which occurs very frequently in the electronic component, mobile telephony and 

textile trades, goods are passed around between several companies in different Member 

States, taking advantage of the fact that there is no tax levied on the intra-EU supply of 

goods; 

F. whereas enhanced and continuous cooperation efforts between the Member States are 

urgently needed to set up comprehensive and integrated strategies in the fight against 

fraud, particularly considering current EU budgetary constraints, and the increase in e-
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commerce and internet trade that has weakened territorial control over VAT collection; 

G. whereas the protection of the financial interests of the EU is a key element of the EU 

policy agenda to strengthen and increase the confidence of its citizens; 

1. Welcomes the new VAT action plan as a long-overdue key initiative to foster and 

contribute to the implementation of the political priority ‘A deeper and fairer internal 

market’ through the EU Digital Single Market Strategy and the Single EU VAT Area; 

stresses that tackling the VAT gap and tax fraud should be an urgent priority for the EU 

and the Member States; emphasises the need for a deeper and more equitable single 

market in order to help promote tax justice, sustainable consumption, employment, 

growth, investment and competitiveness; considers that the new action plan should be 

subject to a comprehensive impact assessment; 

2. Welcomes the Commission proposal entitled ‘EU eGovernment Action Plan 2016-2020: 

Accelerating the digital transformation of government’; 

3. Notes that the new action plan includes further steps forward towards a more efficient and 

fraud-proof definitive regime that will be friendlier to businesses in the age of the digital 

economy and e-commerce; 

4. Reminds the Commission that VAT is a regressive tax and affects low-income groups 

hardest; reminds, thus, both the Commission and the Member States that they should be 

cognisant of this fact when setting rates for goods that are much used by low-income 

groups; 

5. Reminds the Commission to take measures to enhance the effectiveness of VAT tax 

systems and ensure better compliance with VAT rules; welcomes the application of the 

‘country of destination’ (that is to say, the country in which the goods and services are 

consumed) as the underlying principle of the definitive EU VAT system that could lead to 

the reduction of cross-border VAT fraud by an estimated EUR 40 billion per year; 

encourages the Commission to amend the VAT Directive so that the importer could be 

held jointly liable for VAT loss in the Member State of destination; 

6. Supports the Commission proposal according to which VAT on cross-border sales (of 

goods or services) would be collected by the tax authority of the originating country, at 

the rate applicable in the country of consumption, and transferred to the country where the 

goods or services are ultimately consumed; 

7. Notes that the current VAT system remains fragmented and creates significant 

administrative burdens, particularly for SMEs and online companies; calls on the 

Commission to propose amendments to the VAT Directive with a view to enabling a 

technologically neutral application of VAT rules that will ensure that the physical and 

digital versions of a given product are treated in the same way; calls on the Commission to 

minimise unnecessary administrative burdens, in particular for SMEs; supports the 

Commission’s proposal to introduce a VAT-free threshold in order to help start-ups and 

microbusinesses; 

8. Underlines the importance of presenting a legislative proposal to extend the Single 

Electronic Mechanism (for the registration and payment of VAT to cross-border 
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businesses) to consumer online sales of physical goods in order to reduce the 

administrative burden, one of the main barriers that businesses face when operating across 

borders; 

9. Calls on the Commission to address the administrative burden on businesses arising from 

the fragmented VAT regime by presenting legislative proposals to extend the current mini 

One Stop Shop to include tangible goods sold online, allowing businesses to make single 

declarations and VAT payments in their own Member States; 

10. Calls on the Member States to simplify their national tax systems, and to make them more 

consistent and robust, so as to facilitate compliance, prevent, deter and punish tax fraud 

and evasion, and boost the efficiency of VAT collection; 

11. Is concerned that the goal of simplifying the system of accountability for VAT as an own 

resource has not been totally achieved; recalls the need for further simplification of the 

management system related to own resources in order to reduce the possibilities of errors 

and fraud; regrets that the new action plan does not address the impact on the VAT own 

resource; 

12. Acknowledges that the adoption in July 2013 of the Directive on an optional and 

temporary application of the reverse charge mechanism in relation to supplies of certain 

goods and services susceptible to fraud1 and the Directive on a quick reaction mechanism 

against VAT fraud2 has helped further shape and enhance the system for combating VAT 

fraud; 

13. Calls on the Member States to coordinate their respective policies on reverse charge 

mechanisms in a better way, with a view to establishing a mandatory exchange of accurate 

and comprehensible information; calls on the Commission to further explore, and better 

assess, possibilities for extending the application of the VAT reverse charge mechanism to 

business-to-business supplies of goods, as it already applies to digital products and 

services, in order to prevent VAT fraud from arising in new forms instead of ‘carousel 

fraud’, and to prevent an increase of the administrative burdens borne by SMEs; 

14. Points out that the Member States’ VAT gaps, and the estimated losses on VAT collection 

within the Union, amounted to an estimated EUR 170 billion in 2015, and underlines the 

fact that in 13 of the 26 Member States examined in 2014, the average estimated VAT loss 

exceeded 15.2 %; calls on the Commission to make full use of its executive powers in 

order to both control and help the Member States; points out that effective action to reduce 

the VAT gap requires a concerted and multidisciplinary approach, as this gap is the result 

not only of fraud but of a combination of factors, including bankruptcy and insolvency, 

statistical errors, late payment, tax evasion and tax avoidance; reiterates its call on the 

Commission swiftly to promote legislation on the minimum level of protection for 

whistle-blowers in the EU in order to better investigate and deter fraud, and to establish 

financial support for cross-border investigative journalism, which clearly proved its 

                                                 
1 Council Directive 2013/43/EU of 22 July 2013 amending Directive 2006/112/EC on the common system of 

value added tax, as regards an optional and temporary application of the reverse charge mechanism in relation to 

supplies of certain goods and services susceptible to fraud. 
2 Council Directive 2013/42/EU of 22 July 2013 amending Directive 2006/112/EC on the common system of 

value added tax, as regards a Quick Reaction Mechanism against VAT fraud. 
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effectiveness in the ‘LuxLeaks’, ‘Dieselgate’ and ‘Panama Papers’ scandals; 

15. Considers that particular attention should be paid to the assessment of the VAT tax gap 

strategy in the context of the European Semester, insofar as it is an instrument for Member 

States to identify the causes of this gap, the segments of the economy vulnerable to fraud, 

the macroeconomic effects at stake and the correlative impact on the EU’s own resources; 

16. Regrets that VAT fraud, and in particular the so-called ‘carousel’ or ‘missing trader’ 

fraud, distorts competition and deprives national budgets of significant resources, as well 

as being detrimental to the Union budget; is concerned that the Commission has no 

reliable data on VAT ‘carousel fraud’; calls, therefore, on the Commission to launch a 

coordinated effort by the Member States to establish a joint system of collecting statistics 

on VAT ‘carousel fraud’; points out that such a system could build upon practices already 

used in some Member States; 

17. Urges the Commission to initiate the establishment of a common system that will allow a 

more refined estimation of the size of intra-EU VAT fraud by compiling intra-EU VAT 

fraud statistics, which would allow individual Member States to evaluate their respective 

performances in this regard on the basis of precise and reliable indicators of the reduction 

of intra-EU VAT and the increase in fraud detection and correlative tax recovery; takes 

the view that new auditing approaches, such as the single audit or joint audits, should be 

extended further to encompass cross-border operations; 

18. Stresses the importance of implementing new strategies, and of making more efficient use 

of existing EU structures, to combat VAT fraud more vigorously; underlines the fact that 

greater transparency allowing for proper scrutiny, and the adoption of a more structured 

and ‘risk-based’ approach, are key to detecting and preventing fraud schemes and 

corruption; 

19. Regrets that administrative cooperation among Member States in fighting VAT fraud is 

still not efficient when it comes to coping with intra-EU VAT evasion and fraud 

mechanisms, or to managing cross-border transactions or trading; stresses the need for a 

simplified, effective and accessible VAT system that will allow all Member States to 

reduce their VAT burdens and combat VAT fraud; calls on the Commission, therefore, to 

carry out more monitoring visits to Member States, selected on a risk basis, when 

assessing administrative cooperation agreements; asks the Commission, furthermore, to 

focus, in the context of its evaluation of the administrative arrangements, on removing 

legal obstacles preventing the exchange of information between administrative, judicial 

and law enforcement authorities at national and EU level; calls, in addition, on the 

Commission to recommend that Member States introduce a common risk analysis, 

including the use of social network analysis, to ensure that the information exchanged 

through Eurofisc is targeted on fraud; calls on the Member States to lay down effective, 

proportionate and dissuasive penalties, and to improve the system currently used to 

exchange information; 

20. Stresses the need to reinforce Eurofisc in order to speed up exchanges of information; 

points out that there are still problems with regard to the accuracy, completeness and 

timeliness of information; considers it necessary to pool the actions, and coordinate the 

strategies, of the Member States’ tax, judicial and police authorities, and of European 

bodies – such as Europol, Eurojust and OLAF – dealing with the fight against fraud, 
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organised crime and money laundering; encourages all stakeholders to further consider 

simple and comprehensible models for real-time information sharing in order to allow for 

prompt reactions or mitigating measures to combat existing or newly emerging fraud 

schemes; 

21. Considers it essential for all Member States to participate in Eurofisc in each of its fields 

of activity, so as to allow effective measures to be taken to combat VAT fraud; 

22. Calls on the Commission to make proposals enabling effective cross-checks of data from 

customs and tax authorities, and to focus its monitoring of the Member States on measures 

indicative of improvements to the timeliness of their replies to information requests and of 

the reliability of the VAT Information Exchange System (VIES); 

23. Asks the Commission to encourage those Member States that have not already done so to 

implement a two-tier VAT identification number (with a number allocated to traders 

wishing to take part on intra-Community trade that is different from the domestic VAT 

identification number) and to conduct the checks foreseen in Article 22 of Regulation 

No 904/2010, while providing free advice to traders; 

24. Calls on the Commission to ensure that the Member States’ electronic customs clearance 

systems are capable of, and carry out, automatic checking of VAT identification numbers; 

25. Urges the Commission to propose an amendment to the VAT Directive with a view to 

achieving further harmonisation of Member States’ VAT reporting requirements for intra-

EU supplies of goods and services; 

26. Regrets that the proposal of the Commission with regard to joint and several liability in 

cases of cross-border trade has not been adopted by the Council; points out that this 

reduces the deterrence against doing business with fraudulent traders; considers that the 

implementation of the VAT Directive, as regards the period of submission of 

recapitulative statements, is not uniform among the Member States, and that this increases 

the administrative burden on traders operating in more than one Member State; urges, 

therefore, the Council to approve the Commission’s proposal on joint and several liability; 

27. Believes that OLAF and Europol should have access to VIES and Eurofisc data, and that 

the Member States should benefit from intelligence information supplied by these bodies 

in order that they may gain efficiency in their fight against organised crime operating at a 

transnational level; stresses that OLAF needs to have clear competences and tools to 

investigate intra-EU VAT fraud; 

28. Stresses that both the Directive on the fight against fraud to the Union’s financial interests 

by means of criminal law (the PIF Directive) and the European Public Prosecutor’s Office 

Regulation (EPPO Regulation) would complement and strengthen the legal framework, 

and would considerably reinforce the fight against fraud; reiterates its stance on the urgent 

need to adopt the PIF Directive and the EPPO Regulation, with the most harmful types of 

VAT fraud, such as international gang fraud, included in their scope; emphasises that 

excluding VAT from the scope of these proposals would represent a major step 

backwards, since VAT fraud is covered by the current legal framework, namely, the PIF 

Convention, as the Court of Justice recently recalled in its judgements of 8 September 

2015 against Taricco and others (case C-105/14); 
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29. Encourages the Commission and the Member States to be more active at international 

level, to strengthen cooperation with non-EU countries and to enforce efficient VAT 

collection, so as to establish standards and strategies of cooperation based chiefly on the 

principles of transparency, good governance and exchange of information; encourages the 

Member States to exchange information received from non-EU countries among 

themselves in order to facilitate the enforcement of VAT collection, particularly in e-

commerce. 



 

RR\1107418EN.docx 25/30 PE582.077v02-00 

 EN 

RESULT OF FINAL VOTE IN COMMITTEE ASKED FOR OPINION 

Date adopted 4.7.2016    

Result of final vote +: 

–: 

0: 

19 

3 

0 

Members present for the final vote Nedzhmi Ali, Louis Aliot, Inés Ayala Sender, Dennis de Jong, Luke 

Ming Flanagan, Ingeborg Gräßle, Monica Macovei, Dan Nica, Georgi 

Pirinski, Claudia Schmidt, Igor Šoltes, Bart Staes, Michael Theurer, 

Marco Valli, Tomáš Zdechovský, Joachim Zeller 

Substitutes present for the final vote Iris Hoffmann, Cătălin Sorin Ivan, Marian-Jean Marinescu, Andrey 

Novakov, Julia Pitera, Patricija Šulin 

 
 

  



 

PE582.077v02-00 26/30 RR\1107418EN.docx 

EN 
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OPINION OF THE COMMITTEE ON CIVIL LIBERTIES, JUSTICE AND HOME 
AFFAIRS (*) 

for the Committee on Economic and Monetary Affairs 

on towards a definitive VAT system and fighting VAT fraud 

(2016/2033(INI)) 

Rapporteur(*): Juan Fernando López Aguilar 

(*) Associated committee – Rule 54 of the Rules of Procedure 

 

SUGGESTIONS 

The Committee on Civil Liberties, Justice and Home Affairs calls on the Committee on 

Economic and Monetary Affairs, as the committee responsible, to incorporate the following 

suggestions into its motion for a resolution: 

– having regard to the proposal for a directive on the fight against fraud to the Union’s 

financial interests by means of criminal law (COM(2012)0363), 

– having regard to the proposal for a Council Regulation on the establishment of the 

European Public Prosecutor’s Office (COM(2013)0534), 

– having regard to its resolution of 12 March 2014 on the proposal for a Council regulation 

on the establishment of the European Public Prosecutor’s Office1, 

– having regard to the proposal for a regulation on the European Union Agency for Criminal 

Justice Cooperation (Eurojust) (COM(2013)0535), 

– having regard to the interim reports of the Committee on Civil Liberties, Justice and 

Home Affairs and to the opinion of the Committee on Legal Affairs (A8-0055/2015), 

A. whereas the protection of the financial interests of the European Union and the Member 

States is a key element of the Union’s policy agenda to strengthen and increase the 

confidence of citizens and ensure that their money is used properly; 

B. whereas VAT fraud results in the loss of income for the Member States, and therefore for 

the EU, creates a distorted fiscal environment that is particularly damaging to small and 

                                                 
1 Texts adopted, P7_TA(2014)0234. 
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medium-sized enterprises, and is used by criminal organisations taking advantage of 

existing legislative gaps between the Member States and their competent supervisory 

authorities; 

C. whereas, according to Europol estimates, between EUR 40 billion and EUR 60 billion of 

the annual VAT revenue losses of Member States are caused by organised crime groups, 

and 2 % of those groups are behind 80 % of missing trader intra-community fraud 

(‘carousel fraud’); 

D. whereas the European Court of Auditors concluded in its Special Report No 24/2015 that 

VAT fraud is mostly classed as a criminal practice that needs to be stopped; 

E. whereas in the ‘Taricco and Others’ case (C105/14) the European Court of Justice stated 

that the concept of ‘fraud’ as defined in Article 1 of the Convention on the Protection of 

the European Communities’ Financial Interests covers revenue derived from VAT; 

1. Urges the Council to include VAT in the scope of the Directive on the fight against fraud 

to the Union’s financial interests by means of criminal law (the ‘PIF Directive’) with a 

view to finding agreement on the matter as soon as possible; 

2. Considers it important that Member States exchange information and coordinate strategies 

to close any gaps in tackling VAT fraud effectively; considers that setting up national 

risk-analysis tools might help improve the efficiency of exchanges of information; further 

takes the view that additional steps are needed to align national strategies with those of 

European agencies and bodies such as Europol, Eurojust and the European Anti-Fraud 

Office (OLAF), and that consideration should be given to removing legal obstacles 

preventing information exchange; 

3. Calls on the Commission to continue to assess the revenues raised by criminal 

organisations through VAT fraud, and to present a comprehensive, common, multi-

disciplinary strategy to counter criminal organisations’ business models based on VAT 

fraud, including by means of joint investigation teams where necessary; 

4. Calls on the Member States to adopt all appropriate legislative and administrative 

measures to ensure the traceability of financial flows and the transparency of banking 

institutions in order to prevent VAT fraud revenues from being reinvested; 

5. Deems it crucial to ensure the establishment of a single, strong and independent European 

Public Prosecutor’s Office (EPPO) that is able to investigate, prosecute and bring to court 

the perpetrators of criminal offences affecting the Union’s financial interests, including 

with regard to VAT fraud, as defined in the abovementioned PIF Directive, and believes 

that any weaker solution would represent a cost to the Union budget; stresses, moreover, 

the need to ensure that division of competence between the EPPO and Member States’ 

investigating authorities does not lead to offences with a meaningful impact on the Union 

budget falling outside the competence of the EPPO; 

6. Calls on all the Member States to publish estimates on losses due to intra-EU VAT fraud, 

to address weaknesses in Eurofisc, and to better coordinate their policies on reverse 

charging of VAT relating to goods and services; 
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7. Deems it crucial that the Member States use multilateral controls (MLCs) – a coordinated 

control by two or more Member States of the tax liability of one or more related taxable 

persons – as a useful tool for combating VAT fraud. 
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