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I. INTRODUCTION
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II. ANALYSIS

CHAPTER 1: Selected Issues on Organisation of Tax Administrations 
1. In around half of the Member States the tax administration functions as a semi-

autonomous body.

7

Table 1

Table 1 - Autonomy of tax administration8 
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1.The tax administration 

is:                   
 
9                                   

a) A department of the 
MoF  Y Y  Y   Y Y Y  Y     Y Y Y Y Y Y       

b) A  semi-autonomous 
body      Y        Y            Y   

c) A semi-autonomous. 
body with a board    Y   Y      Y  Y Y       Y Y Y  Y Y 

2.Can the tax                                                       

                                                            
Tax administration in OECD and Selected Non-OECD Countries: Comparative Information Series (2008); 29 

January 2009.
"Y" YES "N" NO



7

administration:  

a) Design its' own 
organisational 
structure?  Y Y Y Y Y N Y Y Y  N N Y Y Y Y Y N Y N Y y Y Y N Y Y 

b) Set the remuneration 
levels? N N Y N Y N Y Y N  N N N N Y Y N N N Y N N Y N Y Y Y 

c) Set its staffing levels?  N Y Y Y Y N Y Y Y  N N N Y Y Y Y N N Y N N Y Y N Y Y 

d) Hire and fire staff? Y N Y N Y Y Y Y N  N Y Y Y Y Y N N N Y N Y Y Y Y Y Y 

e) Discretion over 
operating expenditure? Y Y Y Y Y Y Y N Y  N Y Y Y Y N Y Y N N Y Y N Y Y Y N

f) Discretion over capital 
expenditure? N N Y Y Y Y Y N Y  N Y N Y N N N N N N N Y N N Y Y N

2. The organisational structure of tax administrations and the position of the VAT 

administration differ across Member States. 

 

 

inter 

alia

Table 2

Table 2 - Selected issues on organisation of tax administration10 

Country Structure of tax 
administration 

Large taxpayer 
unit 

Enforced 
debt 

collection 
unit 

VAT fraud 
unit 

High wealth 
individduals 

unit 

Risk 
management 

unit 

AT T, TP Y N N11 N Y 

                                                            
T Tax type i.e

, e.g. etc. F
Functional i.e
e.g. etc TP Tax Payers

 ALL
MATRIX 
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BE ALL  Y Y Y N Y 

BG F Y Y Y N Y 

CY T N12 Y Y N N 

CZ T,F Y Y Y N Y 

DK ALL  Y Y Y N Y 

DE T, TP Y Y Y N Y 

EE ALL  Y Y N N N 

ES ALL  Y Y Y N N13 

FI MATRIX Y Y Y N Y 

FR TP Y Y Y Y N 

EL ALL  N Y N Y N 

HU F Y Y Y N N 

IE TP Y Y Y Y Y 

IT F Y Y14 Y N N 

LT F Y Y Y N Y 

LV F Y Y N N N 

LU T,F N Y Y N N 

MT ALL  N Y Y N N 

NL F Y N Y N Y 

PL ALL  Y Y Y N N 

PT F Y Y Y N N 

RO ALL  N Y N N N 

SE15 ALL  Y Y16 Y Y N 

SI F,TP Y Y N N N 

SK F Y Y Y N Y 

UK ALL Y Y Y Y Y 

 

Conclusion 

3. Although autonomy is essential to a good performance by a tax administration, in 

many countries there are still significant constraints on management. 
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4. There is a trend from a tax-type towards a taxpayers-type organisational 

structure. 
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CHAPTER 2: VAT Identification, Registration and Deregistration 
A. Threshold and Stratification of VAT Registrations  

5. Within the EU, on average in 2011, taxpayers are required to register for VAT 

when total turnover exceeds threshold of € 30.61117  

Graph 1 – Overview of VAT registration thresholds18

EL(a) EL(b) BE DK FI LU PT CY HU EE SI BG
5.000          10.000 5.580    6.726 8.500 10.000 10.000 15.600 15.894 15.978 25.000 25.565 

RO LT AT FR(a) FR(b) FR(c) PL IE(a) IE(b) CZ SK LV UK
27.525 28.962 30.000 32.600 42.300 81.500 33.647 37.500 75.000 38.779 49.790 50.036 83.802  

                                                            

i.e.
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6. Around 22 per cent of VAT taxpayers are below the threshold for mandatory 

registration and have a net VAT liability19 close to nil.  

7. The vast majority (around 65%) of the registered VAT taxable persons, have a 

turnover not exceeding €100.000 and contribute little to VAT revenue.  Graph 2

20

 

Graph 2 – Segmentation of Tax Payers and Revenue Collection: 

 

                                                            

68%

2%6
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Source: World Bank quoted in Risk-Based Tax Audits Approaches and Country Experiences World Bank 

report 2011 – Simon York p. 40. 

8. The stratification suggests a compliance problem in voluntary registrations. 

 

Graph 

3

Graph 3 

Graph 3 - Number of voluntary registrations and contribution to the revenue for 

Member States with thresholds

EL(a) EL(b) BE DK FI LU PT CY HU EE SI BG
5.000          10.000 5.580    6.726 8.500 10.000 10.000 15.600 15.894 15.978 25.000 25.565 

RO LT AT FR(a) FR(b) FR(c) PL IE(a) IE(b) CZ SK LV UK
27.525 28.962 30.000 32.600 42.300 81.500 33.647 37.500 75.000 38.779 49.790 50.036 83.802  
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9. A higher registration threshold does not significantly reduce the number of 

voluntary registrations, but may contribute to a drop in VAT revenue and to less 

visibility.

Graph 4

 

Graph 4 – Correlation between number of volunteer registrations and the threshold 

 

Conclusion 

10.In the EU, small and micro firms contribute only around 2% of VAT revenue.

11.Member States should consider the desired threshold for mandatory registration 

and the VAT treatment of micro businesses need to be further examined.

B. VAT Registration Procedures 

Overall Benchmarks 
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12.

Current Situation 

13.In most countries the registration process is transparent and taxpayers – including 

the non-established taxpayers - are well-informed about how, when and where 

they can register for VAT. 
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14.The registration process seeks a balance between facilitating trade and controlling 

the VAT system. 

15.The majority of Member States systematically cross-check the registration 

application against other sources of data. 

16.Most Member States focus on the identification of potential fictitious businesses at 

the pre-registration stage.

17.Registration procedures rarely result in a rejection of the registration.
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Graph 5

Graph 5 – Rejected registrations

18.Post-registration monitoring programs for risky traders are implemented in 

half of the Member States. 

 

19.There is often little information available on deregistration
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.

20.In many Member States, deregistration procedures are too slow to stop VAT 

fraud at an early stage and are not very efficient as regards deregistering 

missing traders quickly from the VAT system. 

 

21.The interaction between registration for national purposes and for intra 

community trade differs across Member States.

22.Keeping the information available in the VIES system up-to-date, complete and 

accurate, can be improved for some Member States. 
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23.A total of 9 Member States use retroactive deregistration 

Conclusions 

24.In most countries the registration process is transparent and taxpayers – including 

the non-established taxpayers -  are well-informed of how, when and where they 

can register for VAT. 

 

25.The focus on the pre-registration and deregistration process has increased 

significantly with the implementation of the Council Regulation 904/201025, 

however not all Member States have developed end-to-end processes for 

registration. 

26

  

26.The number of deregistrations ex officio remains low and in many countries the 

deregistration procedures are slow. 

 

27.Keeping the information available in the VIES system up-to-date, complete and 

accurate, may be improved for some Member States. 
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CHAPTER 3: Customs Procedure 42 
Overall Benchmarks 

28.

Box 1. Customs 42 procedure 

CUSTOMS PROCEDURE 42 is the regime an importer uses in order to obtain a VAT 
exemption when the imported goods will be transported to another Member State. 
The VAT is due in the Member State of destination. 

This procedure is commonly known as customs procedure 42 because in such cases 
the importer of the goods must indicate in box 37 of the Single Administrative 
Document (SAD) a code starting with the digits 42. When goods are re-imported, code 
63 should be indicated instead. For the purposes of this report, references to customs 
procedure 42 include customs procedure 63. 

Current Situation 

29.A significant number of Member States fail to systematically check both the VAT 

identification number of the importers and the VAT identification number of the 

customers. 

30.In a number of Member States there is no system for exchanges of information 

between the Customs and the tax administration.  
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31.Despite the high loss of VAT revenue due to abuse of the Customs 42 procedure at 

least five Member States indicated that they do not identify these imports as an 

additional risk in their domestic risk analysis system.

 

 

32.Several Member States use specific tools to avoid the misuse of the Customs 

Procedure 42. 

Conclusions
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33.Not all Member States ensure that the validity of the VAT identification numbers 

listed in box 44 of the SAD are systematically checked at the time of importation

34.Member States should identify these transactions as additional risks in their 

domestic risk analysis systems.

35.The use of a license or guarantee may prove useful to prevent the misuse of the 

Customs Procedure 42,

                                                            
31 Does the control of the customs procedure 42prevent and detect VAT evasion?

the Commission should encourage 
the automatic verification of the validity of VAT identification numbers in VIES in the Member States customs 
electronic clearance systems
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CHAPTER 4: Submitting VAT Returns (Filing) and Payment 
Overall Benchmarks 

36.

Current Situation 

37.There are significant differences in the filing ratio (the number of returns received 

compared to the number of returns expected), across Member States.

inter alia,

38.On average, the results in terms of timely filing of the VAT returns could be 

improved.

Graph 6

Graph 6 – Delays and timely filing of VAT returns 
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39.Electronic filing is increasing, but not in line with reasonable expectations. 

Graph 7

 

Graph 7 – E-filing of VAT returns33 
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40.Progress could be made in 7 Member States on the development of an 

automatically filing and payment system for VAT returns. 

Graph 8

BG, 

ES, IT, LV, NL, PL and SK)

 

Graph 8 – Automated monitoring of deadlines for filing and payment by an electronic 

system 

                                                            



25

41.Interest and penalties for late filing and payment vary significantly across Member 

States and their efficiency remains to be proven.

42.Systematic and immediate estimated assessment in case of non-filing is not a 

common standard

Graph 9  . 

Graph 9 – Timeframe for assessment in case of late filing
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43.The timeliness of VAT refunds has improved over the period 2009-2011 with some 

exceptions below 98 per cent (FR, HU, IE, IT, MT, RO and SI)

Graph 10  11

Graph 10 –Percentage of VAT refund claim paid within the deadline 
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Graph 11 – Deadline for payment of VAT refund claims under national law or procedures 

44.A majority of Member States do not automatically pay interest in case of late 

refunds. 
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Graph 12– Payment of interest in case of late VAT refund 

45.Filing compliance is decreasing for recapitulative VIES statements.

Graph 13 – Percentage of VIES recapitulative statements filed in time 

Conclusions 

46.Although the median filing ratio in the EU is around 96 per cent it can be 

significantly improved in a number of Member States. 
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47.The timeliness of VAT refund of VAT claims has improved over the period 2009-

2011.  

48.Filing compliance is decreasing for recapitulative VIES statements39
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CHAPTER 5: VAT Collection and Recovery 
Overall Benchmarks 

49.

Current Situation 

50.The stock of arrears is high and increasing in most Member States.

Graphs 14 15 
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Graph 14 – Stock of VAT debt at the end of the year 

Graph 15 – Stock of VAT debt at the end of the year (growth)40 

 

                                                            



32

51.The absence of debt write-off in a number of Member States gives a distorted 

picture of the stock of tax debts that are truly collectible. 

Graph 16

 

Graph 16 – Value of the VAT write-offs in percentage of vat revenue 

52.In a significant number of Member States the debt collection function is not 

managed from an end-to-end perspective.

Graph 17 – Automated identification of asset system supporting the recovery process and 

based on third party information 
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53.There is a clear trend towards non-sequential debt collection processes. 

  

Graph 18

Graph 18 – Distinction between low, medium and high risk debts 

 

54.The policy on instalments schemes is diverse. 

. 
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Table 3

Graph 19

Table 3 - Value of instalment arrangements in percentage of total outstanding VAT debts 

at year end – average performance of Member States group over 2009-2011 

1st Group CY, CZ, DK, ES 21% 

2nd Group NL, IE, HU, SI 9% 

3rd Group AT, BE, EE, PL, 
LV, LT, MT 

4% 

4th Group BG, DE, UK 0.21% 

Graph 19 – Possible instalment procedures41 

                                                            

http://www.parlament.gv.at/pls/portal/le.link?gp=XXV&inr=12177&code1=RMA&code2=&gruppen=Link:MT%204;Code:MT;Nr:4&comp=4%7C%7CMT
http://www.parlament.gv.at/pls/portal/le.link?gp=XXV&inr=12177&code1=RMA&code2=&gruppen=Link:MT%204;Code:MT;Nr:4&comp=4%7C%7CMT
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55.Little use is made of offsetting arrears against tax credits. 

56.The percentage of enforced collection in relation to the total collection are 

heterogeneous

Graph 20 – Percentage of enforced collection in relation to total collection 

57.There is a trend to combine tax and social security contribution debts offering 

significant economies of scale. 

Conclusions 

58.There is a growth in VAT arrears which can be, at least partly, explained by the 

recession.

59.The absence of write-off procedures in many countries makes it difficult to 

compare the level of collectable debts.
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60. Efforts have been made to increase the efficiency of the debt collection. 
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CHAPTER 6: VAT Audit and Investigation 
Overall Benchmarks 

61.

Current Situation 

62.The majority of Member States have mentioned a risk-based strategy decided 

centrally as a way of selection of taxpayers to be audited

63.There are huge differences in EU Member States regarding the percentage of 

taxpayers that are subject to field audits
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Graph 21 – Percentage of taxpayers subject to field audits (2011) 

64.There are also big differences in the percentage of VAT refunds that are subject to 

field audits. 

65.The differences in approach amongst Member States is also visible in the 

dichotomy between full audit/targeted audit

Graph 22 – Percentage of target audits 
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66.The median of additional VAT assessed as a result of controls is around 3,7 per 

cent

Graph 23 – Amount of additional VAT assessed as a result of the controls as percentage of 

the total VAT revenues 

 

67.Five Member States (CY, DK, FI, LU and MT) have mentioned that they do not have 

performance indicators to assess the effectiveness of their audits.
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68.A large majority of Member States indicated that taxpayers must provide data in 

computer-based systems during tax audits

69.Most Member States have access to a wide range of categories of third party 

information, but not always in an automated manner. 

70.The majority of Member States frequently request information from other Member 

States

71.All Member States have indicated that there is a review, either systematic or 

occasional, of audit reports

72.It is important to ensure that the auditors have adequate training and have the 

technical knowledge to produce high quality work. 



41

Graph 24 – Annual Training Days per Auditor 

73.The large majority of Member States provide e-audit training

Graph 25 – Specific e-auditing training 



42

74.The majority of Member States have specialized VAT anti-fraud units

Graph 26 – Specialized VAT anti-fraud units 

Conclusions 

75.The majority of Member States apply a risk-based strategy to the selection of 

taxpayers to be audited

76.There has been a trend for the increase of number of targeted audits

77.E-auditing is well developed in many Member States
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78.The use of third-party information for audit purposes is widespread

79.The majority of Member States have created VAT anti-fraud units with specialised 

investigators  
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CHAPTER 7: Tax Dispute Resolution System 
Overall Benchmarks 

80.

Current Situation  

81.Most Member States have a compulsory administrative dispute resolution process. 

Graph 27

Graph 27 – First stage of the dispute resolution process 
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82.Only a minority of Member States do not have deadlines for decisions in the 

administrative appeal process. 

 

Graph 28 – Applicable deadlines in Administrative Appeals 
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83.In the majority of the Member States the disputed amounts remain fully or partly 

collectable during the appeal process. 

 

84.The percentage of decisions fully or partly in favour of the taxpayer varies 

significantly across Member States. 

Graphs 29 32 

Graph 29 – Percentage of decisions in favour of the tax payer after first stage compared to 

the number of total appeals 
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Graph 30 –Percentage of decisions in favour of the tax payer after second stage compared 

to the number of total appeals 

Graph 31 – Percentage of partially favorable first stage of decisions compared to the 

number of total appeals 
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Graph 32 Percentage of partially favorable second stage of decisions compared to the 

number of total appeals 

85.In general the dispute resolution process is not managed from an end-to-end 

perspective. 

86.There are significant differences in the efficiency of the dispute resolution in the 

Member States
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Graph 33

Graph 34

Graph 33 –Percentage of Administrative Appeals in 2011 compared to VATable persons 

 

Graph 34 – Percentage of Pending Appeals compared to VATable persons 

 

Conclusions: 

87.The organisation of the procedure differs, but most Member States have a 

compulsory administrative dispute resolution process
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88.Most Member States have deadlines for the administrative appeal procedure. 

 

89.The number of appeal varies but is high in certain Member States as well as the 

number of appeals in favour of the tax payer. 

 

90.In half of the Member States the disputed amounts remain full or partly collectable 

during the appeal process. 

 

91.Many Member States do not collect sufficient information on their tax dispute 

resolution process. 

. 
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CHAPTER 8: VAT Compliance 
Overall Benchmarks 

92.

Current Situation 

93.  is a trend in most Member States to develop a Compliance Risk Management 

Strategy approach.

Graph 35 Description of risks developed for different segment of taxpayers 
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94.The large majority of Member States do not have an estimate of the VAT gap

95.Member States apply different approaches to tackle this VAT gap, at different 

levels. 

Graph 36

Graph 36 Information initiatives undertaken by the member states in the recent 

years 
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96.However, the measurement of the impact on compliance of the various approaches 

to tackle the VAT gap can be significantly improved. 

Graph 37 – Measurement of impact on voluntary compliance of the various 

elements of tax policy

 

97.Use of third-party information is crucial to developing a complete view of the risk 

of the taxpayers and to improve debt collection

Graph 38

Graph 38 Use of third party information
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Conclusions 

98.There is a trend to develop and implement a compliance risk management 

strategy in most Member States. 

.  

99.More work could be done on the estimation of the VAT gap. Only five Member 

States produce estimates of the VAT gaps. 

   

100. The measurement of the impact of the different components of the 

compliance strategy can be improved. 

101. There is a trend in making increased use of data/information from third 

party information sources. 

. 
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III. RECOMMENDATIONS

102.

VAT Identification, Registration and Deregistration 

Customs Procedure 42 

vice versa
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Submitting VAT Returns (Filing) and Payment 

VAT Collection and Recovery 

VAT Audit and Investigation 
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Tax Dispute Resolution  

VAT Compliance 
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