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The global economic crisis has requested inter @iaple of state
intervention particularly in taxation. Value added (“VAT”) and further
general indirect taxes are widespread throughaitwbrld and actually
the VAT is the tax where the tax frauds are coneditfrequently,
therefore, majority of the states introduced vasiguoceedings in field
of indirect taxation as the tool against the glol@lonomic crisis.
The states usually increased the VAT rates andamlthe increase in the
public revenues. On the other hand, for increasintpe public revenues
states launched some efficient proceedings ag#iestax frauds which
are committed in area of VAT in huge amounts.

This paper deals with the changes in VAT made duyears 2008-
2013, i.e. from the beginning of the global ecoromiisis and further
years of the economic slowdown. The first parthef paper describes the
changes in VAT rates in the states of the Europdrion (“EU”) where
the VAT is harmonized by the EU law. The second mathe overview
of the anti-fraud tools introduced by the variotstess. Some of the tools
are very simple but some of them are quite legadinplex.

The impact of the global economic crisis confirie statistical data.
This fact is evidenced among others in statisticadk of Eurostat where
is stated that the crisis together with measurefisoél policy adopted
in the countries has a strong impact on the lemadl @mposition of tax
revenue in 2009-2011, although the first effectsl ladready become
visible in 2008 (EC, 2013a). The data also showetesing of the direct
taxes during these years.
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Results of this research might be useful as thpirason for other
states in global economy to change the VAT ratetantroduce some
anti-fraud tools.

Changes in the VAT rates

Change of the VAT rates is relatively simple stéphe government,
and therefore, some states increased the VAT eatelse reaction on the
economic crisis because they wanted to increaseetrenues in public
budgets. Some economists, however, point out teiricrease in VAT
rates does not have to lead to increase in thegquavenues as the people
start to limit their spending. Moreover, some aush@Kubatova, 2010)
are opinion that with the increase of the VAT ratee suppliers increase
the effort for the tax evasion. If state wants barmge the VAT rates, the
limits stated by VAT Directive must be fulfilled h€ standard rate cannot
be lower than 15% and the reduced rate cannotwerlthan 5% and
state can have 2 reduced rates, however, some texege.g. super
reduced and parking rates) from the rules are gdartiowever, there
is no maximum high of the VAT rate stated in the AT Directive.
Therefore, states are not limited in the deternonaof the VAT rates
for their increasing.

Another way of VAT changes is that EU generallyngldao submit
a proposal at the end of 2013 to reduce the goadsservices falling
under the reduced VAT rate. Other experts (Copesiagconomics,
2007) suggest that VAT should in general be lewethe extent possible
on a broad base minimising revenue losses from ptiens and reduced
rates. However, VAT exemption and reduced ratderdifom country to
country. The European Commission and OECD (2018pmenend
applying a single uniform rate to all goods and/eess subject to VAT as
the single uniform rates make the system more paesit and reduce the
room for tax frauds. The impacts of the single VAdte which was
already proposed, not approved, but still planreedie Czech economy
was estimated (DuSek — Jansky, 2011) as the déwgeafsthe deficit of
the public budgets about CZK 20 billion in the loregm. The uniform
VAT rate was among others subject of the study emiark (Gordon —
Nielsen, 1997) where was concluded that Denmarigk bniform VAT
rate of 25 % could reduce the real costs of taxsiewaactivity by relying
even more on VAT.

Of course the increase in the VAT rates is not ected only with the
economic crisis, but politically such reasoningviable. Actually, VAT
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is collected easily and efficiently and brings ttmnsiderable revenues
to the state budget. Moreover, the increases in Va@ is also reasoned
that that the changes in the indirect taxes ddhage such impact on the
domestic economy as may represent the changeseimitact income
taxes. This opinion was confirmed inter alia in de®nomic study (Buus,
2012) where was validated that the replacementxdtion of factors
of production by increasing the VAT would have asifige impact
on the product, employment and wages, and in additvould help
reduce the excessive tax burden borne by the Gaggtayers. Moreover,
as the VAT is included in the prices paid by thaafi customers,
the change is not so visible for the customers,dwaw the change in the
direct taxation is more visible and, therefore, ensensitive.

Between years 2008-2013 the VAT rates were changéte 20 EU
member states (i.e. Bulgaria, Czech Republic, EstdBreece, Spain,
France, Ireland, Italy, Cyprus, Latvia, Lithuanigélungary, Malta,
Netherlands, Poland, Portugal, Romania, Slovakimlakd, United
Kingdom). The most common change was the increasé& percentage
point (i.e. Czech Republic, Greece, Spain, Italypi@s, Latvia,
Lithuania, Poland, Portugal, Slovakia, Finland)wkwer, some stated
increased the VAT rates more rapidly even for 5Sceetage points
(i.e. Latvia, Hungary, Romania). Therefore, theiobs trend in the EU
is the increase of the VAT rates. In some countriesvas publically
presented that the changes in VAT rates are ontpéeary. For example
in the Czech Republic, the lawmakers explainecttages in VAT rates
in 2013 for 1 percentage point in the explanatepyort to the VAT act
as a way how to increase tax revenues in statedouegpecially due
to the structural deficit. Moreover, it was expknthat the increased
rates of 1percentage point should be valid only3fgears and then there
should most probably be a flat rate of 17.5% (thieowever uncertain).
For example, in Slovakia the VAT rate change imdéad rate in 2011
for 1 percentage point was presented as the temyporerease and that
the expiry of the standard VAT rate 20 % is detewedi by the height
of the general government deficit and if the Euspetatistical office
Eurostat announces that the current deficit of geaeral government
of Slovakia is less than 3% then the increase enstiandard VAT rate
will apply only until the end of the calendar yaarwhich it was current
deficit less than 3% announced. However, this mr@agomight be only
for approval of the changes, but the real decrgasinthe VAT rates
should not be approved in future. The concrete gharare stated in the
Table 1: Changes in the VAT rates (2008-2013). Basethe opinion of
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EU for future, the tax payers can await furtheréasing and emphasis on
the indirect taxation including the increasing loé tVAT rates or in the
form of the introduction of the new indirect tax@sg. the tax of the
financial transactions which is already approved).

Tab. 1: Changes in VAT rates (2008-2013)

Member Type of Percentage
state From VX? rate From| To points )
Bulgaria 1.4.2011reduced 7 9 2%
1. 1. 2010reduced 9 10 1%
standard 19 20 1%
SZEEEHC 1.1.2012reduced | 10 | 14 4%
1.1. 2013 reduced 14 15 1%
standard 20 21 1%
Cyprus 1. 3. 2012 standard 15 17 2%
14. 1. 2013 standard 17 18 1%
Estonia 1. 1. 2009reduced 5 9 4%
1. 7. 2009 standard 18 20 2%
1.7.2010reduced 8 9 1%
reduced 12 13 1%
Finland standard | 22 23 1%
1.1. 2013 reduced 9 10 1%
reduced 13 14 1%
standard | 23 24 1%
15. 3. 2010reduced 45| 5 0.5%
reduced 9 10 1%
standard 19 21 2%
Greece 1.7.2010reduced 5 55 0.5%
reduced 10 11 1%
standard | 21 23 2%
1.1. 2011 reduced 55| 6.5 1%
reduced 11 13 2%
France 1. 1. 2012reduced 5.5 7 1.5%
1.7.2009reduced 5 18 13%
Hungary standard | 20 | 25 5%
1. 1. 2012 standard 25 27 2%
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Member Type of Percentage
state From VAY'IE) rate From| To points )
1. 12. 2008standard 21 216 0.5%
Ireland 1.1. 2011 reduced 4.8 9 4.2%
1. 1. 2012 standard 21 23 2%
Italy 17.9. 2011 standard 20 21 1%
1. 1. 2009reduced 5 10 5%
L atvia standard 18 21 3%
1.1. 2011 reduced 10 12 2%
standard 21 22 1%
Lithuania 1. 1. 2009 standard 18 19 1%
1. 9. 2009 standard 19 21 2%
Malta 1.1.2011reduced 5 7 2%
Netherlands| 1. 10. 2012 standard 19 21 2%
1.1. 2011 reduced 3 5 2%
Poland reduced 7 8 1%
standard 22 23 1%
1.7.2010reduced 5 6 1%
Portugal reduced 12 13 1%
standard | 20 21 1%
1. 1. 2011 standard 21 23 2%
Romania 1. 7. 2009 standard 19 24 5%
Slovakia 1.1.2011reduced 6 10 4%
standard 19 20 1%
1.7.2010reduced 7 8 1%
Spain standard 16 18 2%
1. 9. 2012reduced 8 10 2%
standard 18 21 3%
United 1. 1. 2010 standard 15 17.% 2.5%
Kingdom 4. 1. 2011 standard 175 20 2.5%

Data source: EC (2013b).

Note: In some countries the new reduced rate wableshed and some supplies were
transferred between the standard and reduced rate.

The increases in VAT rates in many EU member stegsslted in
higher VAT revenues contributed to the recoverytar revenues (EC,
2013a). According to the analysis (Kubatova, 2aif3he tax quotas and
the tax mixes in OECD countries over the period72R010 it is clear
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that fiscal policy and the behaviour of tax revena@d their structures
during the crisis between states are not very ammiMoreover, the
changes during the crisis in the level and strectirtax revenues are not
typical according to present knowledge of tax tlgemnd policy. These
facts might be explained by globalization, whichadyally covers
national and geographic traditions in the tax area,the fact that
governments respond to the crisis chaotically ad bat after the crisis,
the tax system will stabilize again in their olddets.

The changes in the position of VAT in the tax mixéghe countries
as the consequence of the global economic crisié thie factors
of globalization have also the impacts on the pmsiof further taxes
(e.g. the direct taxes) in the tax mixes. In congoer the data of years
2008 and 2011 of the EU member states, it is dleatr the revenues
of the VAT as the percentage of the total taxatimereased in 18 EU
member states. The revenues of the direct taxéiseagercentage of the
total taxation decreased in 21 EU member stateg Jimultaneous
increase of the VAT and decrease of the directstavan be observed
in 14 EU member states. The average in the EU 2idcreasing of the
VAT about 0.8 percentage point and the decreasiniipeo direct taxes
about 2 percentage points. The concrete changestatesl in the Table
2: Indirect Taxes as % of Total Taxation — VAT andble 3: Direct
Taxes as % of Total Taxation.

Tab. 2: Indirect Taxes as % of Total Taxation — VAT

Member Difference :

state 2008| 2009| 2010| 2011 2008-2011 Difference
Austria 18.2| 189 18.9 185 0.4 increased
Belgium 15.7| 16.0, 16.2 16.0 0.2 increased
Bulgaria 33.8| 31.1] 33.3 32.0 -1.8
Cyprus 27.4| 26.0/ 25.8 24.0 -3.4
Czech
Republic 19.7| 20.6/ 20.7 20.4 0.8 increased
Denmark 21.0| 21.3] 20.7 20.8 -0.2
Estonia 249 | 24.8| 25.7 26.0 1.1 increased
Finland 19.5| 20.2| 20.1 20.6 1.1 increased
France 16.5| 164/ 16.3 16.0 -0.5
Germany 18.3| 19.0, 19.0 18,9 0.6 increased
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Member Difference .

state 2008| 2009| 2010( 2011 2008-2011 Difference
Greece 22.7| 21.1) 23.2 22.3 -0.5
Hungary 19.3| 21.3) 23.0 23.1 3.7 increased
Ireland 245| 22.7) 22.7 21.3 -3.3
Italy 13,9| 13.2| 14.8 147 0.7 increased
Latvia 23.0| 225 243 24.6 1.6 increased
Lithuania 26.6| 25.2| 29.3 30.5 3.8 increased
Luxembourg| 16.8| 17.1| 16.7 17.0 0.2 increased
Malta 23.3| 22,9 23.2 237 0.4 increased
Netherlands | 18.5| 18.3| 18.7 18.0 -0.5
Poland 23.4| 23.4] 243 24.9 1.5 increased
Portugal 25.6| 229/ 248 251 -0.5
Romania 28.2| 24.7| 28.4 30.8 2.6 increased
Slovakia 23.6| 23.3] 228 23.9 0.3 increased
Slovenia 22.8| 225/ 22.6 22.6 -0.1
Spain 155| 135 174 17.2 1.7 increased
Sweden 20.0| 20.7] 21.3 21.38 1.3 increased
United )
Kingdom 17.0| 16,5/ 18.3 20.3 3.4 increased
EU-27 176| 174/ 18.3 184 0.8 increased

Data source: EC (2013a).

Tab. 3: Direct Taxes as % of Total Taxation

Member Difference .

state 2008| 2009| 2010| 2011 2008-2011 Difference
Austria 32.9| 30.1] 30.3] 30.9 -2.0 decreased
Belgium 38.9| 36.7| 37.3| 38.0 -0.9 decreased
Bulgaria 20.6] 20.3| 19.5| 18.9 -1.7 decreased
Cyprus 33.5 31.8] 31.1] 33.3 -0.2 decreased
Czech 23.2| 21.7| 20.6| 21.1| -2.1 | decreased
Republic
Denmark 62.2| 62.7| 62.9| 62.8 0.6
Estonia 24.7) 21.2| 19.8] 20.0 -4.7 decreased
Finland 41.4| 38.3| 38.2| 38.1 -3.3 decreased
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Member Difference .

state 2008| 2009| 2010| 2011 2008-2011 Difference
France 27.7| 24.5| 25.8| 26.9 -0.8 decreased
Germany 32.0] 29.8] 29.3| 30.0 -2.0 decreased
Greece 25.8| 27.9| 25.2| 27.1 1.3
Hungary 26.3| 24.9| 22.6| 18.7 -7.6 decreased
Ireland 39.3| 38.7| 38.2| 434 4.1
Italy 35.7| 36.0| 34.8| 34.7 -1.0 decreased
Latvia 33.5| 27.0] 27.1] 26.8 -6.6 decreased

Lithuania 31.0| 20.6| 17.4| 17.0f -14.0 decreased
Luxembourg| 38.0| 37.7| 38.7| 38.0 0.0

Malta 38.5| 40.6| 40.0] 39.4 0.9

Netherlands | 30.5| 31.8| 31.4| 30.4 -0.1 decreased
Poland 25.2| 23.5| 21.9| 21.7 -3.4 decreased
Portugal 29.5| 29.0] 28.1} 29.9 0.4

Romania 24.0| 24.4| 22.6| 21.2 -2.8 decreased
Slovakia 22.2| 19.1] 19.1] 191 -3.1 decreased
Slovenia 24.0| 22.2| 21.7| 21.2 2.7 decreased
Spain 33.8| 32.8| 30.8| 31.6 -2.2 decreased
Sweden 42,7 42.1| 42.2| 42.2 -0.5 decreased
United

Kingdom 49.0| 46.1| 44.4| 43.9 -5.1 decreased
EU-27 35.1| 33.2| 32.8| 33.2 -2.0 decreased

Data source: EC (2013a).

Anti-fraud tools in VAT

The VAT was massively broadened worldwide afterititeoduction
of VAT in France in the end of 60th years, howeadter the initial
enthusiasm associated with the concept of transpgr@nd the resistance
to the tax evasion, it begun to show that the VAdates the room for tax
evasion (Lachovéa, 2007). The main types of thedaim case of VAT
are mainly the shadow economy frauds, the supmmesdrauds,
insolvency frauds, Carousel frauds also called imgsdrader intra-
community frauds, and bogus trader frauds (Harrisafrelove, 2005;
Keen — Smith, 2006).
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Based on the estimation of the European Commisgmrio EUR
1 trillion yearly is wasted due to the various fexuds and tax evasion
which illegally deprive public budgets. The taxudais comprehended
as the form of deliberate evasion of tax which eéneyally punishable
under criminal law and the tax evasion generallyngoses illegal
arrangements where liability to tax is hidden oraged (EC, 2012a). The
significant part of the tax frauds is nowadays caotted in VAT area.
The amount of money lost can be measured usinyfegap which is
the difference between the VAT really collected émel theoretical VAT
liability of all VAT payers if they complied withhe law VAT frauds
worsen the situation in public budget while statesd to cut expenditure
and increase revenues (Zidkova, 2012). The VATdsafor the states
represents not only the reduction in state revermgsalso reduction
in the budget of the EU, even generally distortenemic and social
environment and also generates revenue that isstewein serious
criminal activity. Main tax frauds are committed AT field because
the imperfect mechanism of the VAT allows creatiafy fraudulent
structures (e.g. missing trader frauds).

The fight against VAT frauds and VAT evasion isragcent years
discussed topic in all countries as the states faotng the fiscal
difficulties. As the need to fight against VAT fidalis more intensive, the
various measures are being increasingly discussptbiessional circles.
Discussions and the working groups are taking placglobal level
(e.g. Global Forum, The Tax Policy Group, Fisc&®isgramme). In June
2013 the Platform for Tax Good Governance, AggwesSiax Planning
and Double Taxation was established as the furgineup. However,
the concrete steps should be taken as soon adlgossitead of further
discussions. The recent Green paper about theefubfir VAT also
contains inter alia part regarding VAT frauds astineation of the VAT
gap. Recently states fights against the tax fraunds states have already
launched a specific action steps.

For decreasing of the tax frauds and increasintheftax revenues
governments implement various provisions in tax lhich are more
strict and aggressive and very often leads to madeninistrative
obligations and complications for the VAT payerstMll provisions are
established due to the economic crisis, howeves, nbed to collect
money during crisis is higher and therefore somthein were presented
recently. The EU and the particular states haveadly introduced action
steps, however, the fight should be much more swenand coordinated
on the global level because the structuring andesgg/e tax planning
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of the taxpayers has the global dimension. In dajleed world, with
globalizes actors, EU member states would often neere global means
to collect taxes due. The EU nowadays enforcespaaisable consistent
and coherent EU position in the single market ahd globalized
economy in field of the fight against the VAT fraudalthough
the national measures tax frauds should be alsd. Be the EU level
some framework containing instruments again VATUdralready exists,
however, these instruments need to be reinforcéakrefore, on the
end of 2012 the European Commission adopted Ad®iam to improve
the fight again tax frauds. In December 2012 theogean Commission
presented an action plan for strengthening thet fagiainst tax fraud
which contains various measures including intea dhe introduction
of the tax identification number or use of inforiat technology
to improve tax collection and exchange of informatiOn the EU level
regarding the VAT fraud the change in the VAT Diree was also
proposed. The proposal brings so called “quick treacmechanism
against VAT fraud” because the EU VAT law in fordees not provide
a legal base for the counteractions of the EU merstages wish to take
against the VAT frauds. Current treatment is slomd aumbersome
in comparison to quickly emerging fraud phenomemnangrnational
level. EU Member States may therefore be temptethke immediate
measures without an appropriate legal basis inBlelegislation. The
proposal should foresee a procedure in the EU VAfediive which
in very specific situations would provide a legakb for Member States
to take immediate measures and this system isdctile quick reaction
mechanism.

On the other hand, tax frauds signify the risktbxpayers who must
spend money and resources to implement measuted $iathe tax law
and comply with statutory obligations. For the rnmational companies
the situation is complicated by the fact that thdividual EU member
states introduce various measures. Therefore, soehsures should
be harmonized.

Moreover, the taxpayers face arisk that they g&d VAT fraud
without even being aware of it which means the talthl costs for them
or causing damage of the reputation in the markekpayers must
therefore implement various preventive measuresnagdax frauds
in business processes such as verification of grgpbr setting of the
various provisions in contracts related to fightagginst the tax frauds.
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In the EU countries various measures were alreadsoduced
especially recently during the years of the glas@nomic crisis. Some
of themeasures are suggested or discussed. The measufesiastance:

Local reverse charge mechanism

The reverse charge mechanism for the local traiosecprotects tax
evasion in form of non-paying VAT. Standardly, focal supply between
two VAT payers in supply chain the VAT is chargeadas not paid
to the tax authorities by the supplier, but on dliger hand the customer
claims the VAT deduction from the same supply. €fae, state did not
collect VAT from suppliers, but on the other hanate returns the VAT
deduction to the recipient. If local reverse chamggchanism is applied,
the supplier provides the zero rated supply andVA€ is self-assessed
by the customer and no VAT evasion can arise. ©hal Ireverse charge
mechanism was established for businesses whek&Ahdrauds are very
enormous e.g. trade with waste, construction wotkade with the
emission credits, electricity, electronic commutima services, supply of
mobile phones and computer chips, sale and leadiogrtain immovable
property, sale of particular agricultural produatsd animals. For future,
stateshouldconsider the extension of tleeal reversecharge mechanism
also for further business activities or for thensactions in material
amounts. The use of the reverse charge mechanigneisf the measures
on an optional and temporary basis which was palliy agreed by the
EU as the way enabling EU member states to betimbat VAT fraud
(EC, 2012b).

Guarantee of the customer for unpaid VAT

Another way how to fight against VAT unpaid by thaopliers is the
guarantee to pay their VAT liability by the custameVarious states
introduced in the VAT acts special provision regagdthe guarantee
of the customer for unpaid VAT by the supplier. Thaarantee is
standard securing measure in business law whergyuheantee pays
the debt or fulfill the obligation if the debtor e® not fulfill own
obligation and is challenged by the creditor. Thrargntee used as the
traditional legal instrument used in private busgeas based on the
agreement of the parties, however, the VAT actsqmts the guarantee
from the law in particular situation. The legallest for the guarantee
stated in the VAT acts are for example following:
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The customer guarantees unpaid VAT for paymenthaobank
account if the bank account is held by the serproider outside
the country.

The customer guarantees unpaid VAT if the remuimerafor
the supply is without the economic justificatioreanly different
from the market usual price.

The customer guarantees unpaid VAT if he at the emtrof the
realization knew or should know and could know ttreg VAT
will not be intentionally paid or that the VAT payavill be
deliberately unable to pay VAT or that the VAT eweaswill be
committed (e.g. the tax frauds will be committed).

The customer guarantees unpaid VAT if he is engagéte VAT
fraud.

The customer guarantees unpaid VAT if he and sepmre
persons connected personally.

The customer guarantees unpaid VAT if he paid éouhreliable
bank account. In the Czech Republic, the publicstegof reliable
bank accounts was established and if customer payshe
purchases to the bank account which is not puldishepublic
register then the customer is liable for unpaid VARch VAT
payer is therefore obliged to inform the tax auties on the bank
accounts used in business transactions which sheuppliblished.
On the other hand, customer paying to the suppheuld check
whether the bank account is published when theomest makes
payment order.

The supplier is at the date of taxable supply usioéd VAT payer.
In the Czech Republic the unreliable VAT payergislished
in the public register of VAT payers and if the dahle supply is
provided by the unreliable VAT payer, the custonerliable
for unpaid VAT automatically. The unreliable is VAsayer based
on the decision of the tax authorities if the VAaypr breaks
the obligation in VAT (e.g. the VAT payer has for onths
a cumulative VAT underpayment more than CZK 10 ionil).

The payments exceeding the given threshold is madeash
instead of the using a bank transfer to identify thceiver of the
payment. If the payment is made in cash, the pengum pays is
reliable for the payment of VAT together with thergon who
receives the payment. If it is not possible to pdgy a bank
transfer, the person who pays has the possibitityeport the
payment to the tax authorities in order to be fétlee reliability
for the VAT.
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Monthly taxable period for majority of VAT payers

Some states introduced changes in the taxable dseriwhile
the majority of VAT payers should be the monthly WAvayers so that
the effective control mechanism could be used. Asopositive impact
for the state budget is also positive cash flowaotpbecause the VAT
liabilities are paid in monthly period instead ohger taxable periods
(e.g. taxable quarter). The mandatory monthly texgieriod is also
for new VAT payers for 12 months after the VAT stgation.

Financial guarantee obligation in case of VAT regisation

In some countries the new conditions for new VAlygra were
introduced. If the new person wants to become tA& Yayer, the tax
authorities might require as the form of insuraageinst not paying VAT
the financial guarantee which must be paid. Moreawe further impact
for the new VAT payer is that if the VAT payer de@s the excess VAT
deduction, the money are not returned to the VAVepdor couple
of months after the VAT registration and are used gayment of the
future VAT liabilities.

Cancellation of the VAT registration

In some states the tax authorities might decidaitathee cancellation
of the VAT registration of the persons who are rnact and do not
communicate with the tax authorities or do not ntketiegal obligations.

E-submission

Some states require newly to submit all tax fiingolely
electronically. Electronic submission of the tabirfgs bring to the tax
authorities saving in case of the processing, hewew the beginning
of the e-submission the initial costs must be sp@uat the big advantage
of the e-submission is the possibility of effectiw®ntrolling and
matching of the submitted data even on the crosdebbdevel. Therefore
e-submission should improve the effective contfdhe VAT payers.

Rules for input VAT

In some countries the tax authorities can challetmgeinput VAT
deducted by the VAT payer if the tax authoritiea de@monstrate that the
supplier has committed a VAT fraud (the supplies bharged the VAT
and has not paid it) and the purchaser knew orldh@ve known that he
was participating to a fraud due to the purchasépeed. The refusal

86



European Financial and Accounting Journal, 2018,8;mo0. 3-4, 74-93.

to deduct the input VAT can be therefore considefguther form is that
the VAT payer is entitled to deduct input VAT ontythe case of those
supplies where the consideration has been fullg paithe supplier and
the customer can prove the payment.

Challenge of the VAT exemption in case of supplie® other EU
member states

In some countries the tax authorities can challetige VAT
exemption of the supplies to other EU member statee tax authorities
can demonstrate that the supplier knew or shoulke Haown that
the recipient had no actual activity and assesMAd and penalties
additionally.

Tightening of the conditions for risk business

In some countries the conditions for the specifisibess (trade with
used goods, fuels, bonded warehousing, construatidaostry) were
tightened. For example, the entities are obligetepmrt the transactions
in special tax forms or the specific VAT mechanigsnguarantee or local
reverse charge is newly applied. In some casestiesnere obliged
to register in special register (eg the distribubdrthe fuel is obliged
to register and sell and buying of fuel is possitidy between registered
persons). Another measure is the separate regulaticfuel sellers who
need to submit a security to the tax authority amtd is to prevent
situations in which shadow organization not fuligj the tax liabilities
operates in the fuel market.

Reporting of the specific transactions

In general to prevent the VAT frauds in the tratisas between EU
member states the reporting in EC Sales Lists wsisbkshed.
At beginning, the supplies of goods to other EU rhemstates were
reported and subsequently also the provision ofsémwices according
to the general VAT rule is reported. In some caesirthe EC Sales Lists
are filled only in side of the provider, howeven, some countries there
are also purchase EC Sales Lists. Another reportijgation
for transactions between EU member states is matrasporting for the
persons exceeding given threshold which is adnnatesd by the customs
authorities. Moreover, the specific new reportingligation has been
introduced recently. In some countries, the speda@porting is for
example on inbound and outbound supplies subjedhdolocal VAT
whereby the VAT amount exceeds given threshold.tAeroreporting is
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connected with the local reverse charge mechanisite vihe special
form is submitted regularly. In this connectionjsitthe effort of the EU
and further organisations on the compatibility tainslards for automatic
exchange of information on global basis.

The registered cash system

In some countries the business persons must magdasne a cash
tickets to his customers for all transactions earout in the framework
of the economic activity. Such measure should iwm@rthe possibility
of the tax authorities to control the VAT payers.

Tightening of the conditions for establishing of tle company

In some states the necessary condition for statm@f business in
no underpayment towards the state. This proceediegns that the new
legal entity can be set up only by the person wdmro tax arrears.

Specialized financial office establishment

In many states the specialized financial offices delected entities
and business (financial services industry, VAT guthe companies
with high turnover) were established. From thesecspized tax
authorities is expected mainly to reduce tax ewvgsffective supervision
of selected entities and improving the fiscal dffdé@nks to a dedicated
control and sophisticated methods used.

Specialist for VAT frauds in the tax authorities

In some countries the tax authorities have disposdh the
professionals who are trained for detection of YT frauds. These
specialists analyse the VAT returns, EC Sales Llmtastat reporting
and other fillings and discover the VAT frauds meftectively.

Specialized institutions

In some countries there is also special institukoawn as anti-fraud
agency. The main goal of the institution is the estgation and
governance of the economic, fiscal and financelds.

Informing of VAT payers about VAT frauds

In some countries the tax authorities based onoile analytical
activity informs by the official letter the compasithat may be in the risk
of VAT fraud and are involved in the trade with sifie commaodities.
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Changes in criminal law regarding tax crimes

As the tax frauds are committed in recent years assthe organized
crime and more frequently, the states have to teagip the criminal law.
The examples of changes in the criminal law are:

= For the tax crime the compulsory penalty prohiloitiof the
business is imposed.

= The length of the penalty of the prison sentencerionged
especially for the tax made in the significant éange scale or by
the organized group.

= The specialized courts in tax crime were set up aitgb
specialized teams of tripartite (tax specialistyvestigator,
prosecutor) is placed to the serious tax crimestigation.

= Possibility of setting the tax even after the desdfor the tax
assessment in case of detection tax fraud wasduntes.

= As one of the punishment imposed by the courthesfinancial
penalties which are more strict.

Imposition of legal liability of legal persons

Some states already introduced the legal liabdftyhe legal persons.
It means that the crime according to the crime aadtebe committed not
only by the individual person by also by the legatity (e.g. by the
limited liability company or by the joint stock cqany). The tax frauds
are serious crimes for which the legal entities @rrished for example
by the financial penalty of by penalty of abolitiohbusiness.

Effective IT solution

Some countries are gradually developing and intoduy new IT
solutions which should systematically analyse tayeps and available
data. These IT systems should be linked to pulglgisters (eg. central
register of motor vehicles or immovable propertiagg other internal
register of the public authorities. Advanced seancti analytics software
should offer to the tax authorities monitoring bé ttransactions and data
about the tax payer and based on the scheduledl modél asses to the
tax payer the appropriate rating. Based on ratmgdcbe carried out tax
audits. In some countries is even considered tdigiukhe rating of the
tax payer. Moreover, the risk VAT payer with poating would fall
under the strict supervision by the tax authorities
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VAT cash accounting system introduced

Also a VAT cash accounting system was introducethasnandatory
system for entrepreneurs with given turnover. VAdygr must collect
and pay VAT to supplies of goods and services wtey cash and
customer has the right to VAT deduction only if truser can proof that
the invoice was paid.

Other measures

Also in some countries were established furthetigdameasures, for
example following:

» The tax authorities have broader possibilities ¢toeas private
property.

= On the building sites the companies have to pua smn telling
what the company is performing work on the building

= The company cars have to be marked with the conipany
registration number.

Conclusion

This paper pointed out that in recent years thase bdeen very intensive
changes in the VAT field made by the EU memberestabMost states
have responded to the global economic crisis bseasing in VAT rates

and the obvious trend in the EU is the increaséhef VAT rates. The

increase of the revenues of the VAT influenced &t composition of

the tax mixes of the EU member states. Among oihean be observed
that the states which increased the revenues itv&le simultaneously

decreased the direct taxes. During the crisis yi@€hanges in taxation
were different than tracked by the tax policy ie thast. This is primary
due to ad hoc changes in taxation and the factagkbalisation.

Moreover, states started with fight against theftands and tax evasion
of VAT rapidly. States introduced several meastoeight against VAT

frauds in their national legislation. However, asrent economy is
globalized the global action steps should be takethe EU level as well
as on the global level. The EU currently focusesttan quick reaction
mechanism and application of the local reverse gghanechanism (EC,
2012c¢). It is also considered the future of thestexice of the VAT.

Based on the active steps and proposed planesredepy the EU and
further global players it is clear that the figlgamst the tax frauds is
currently the prominence. However, the concretgsstend efforts at
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national level, EU, G8, G20, OECD and global lesiebuld be taken as
soon as possible instead of further discussionsveder, the tax payers
should expect in future pressure on the discovettiegtax frauds using
the sophisticated methods of the tax authoritied #e international
exchange of information.
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Changes in the Value Added Tax as the Tool
against the Global Crisis

Alena DUGOVA

ABSTRACT

As a result of the global economic crisis the gawsents of the states has
been forced to present various proceedings espetidiield of taxation
to maintain or increase the tax revenues and exanomy.

Majority of the states decided to make changesr iat@ in indirect

taxation as the tool against the crisis. Some efabtions planned the
short term effects and some of them are rather has léng term

arrangement to fight against crisis. The statesllysincreased the VAT
rates to maintain or increase the public reventiksvever, states also
launched the proceedings against the tax fraudscesly in VAT area

where the tax frauds are very frequent.

Results of this research might be useful as thgrat$on for other states
in the global economy.
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