
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

News Flash  

July, 2016  

 

EU VAT Action Plan in 2017 
 



News Flash I Accace Hungary I EU VAT Action Plan in 2017  

 

     

EU VAT Action Plan in 2017  

Pierre Moscovici, the Commissioner for Economic and Financial Affairs and Commissioner for Taxation 

and Customs announced the European Commission is planning to introduce a new, simplified, more 

fraud-proof and business-friendly VAT system. This recent proposal aims to modernize VAT regulations 

and to format a much more fair market conditions.  

Background informations 

Nowadays the common Value Added Tax (VAT) 

system is one of the most important factors in 

Europe’s Single Market, as this is a significant 

source of revenue in the European Union [in 

2014, the amount almost reached 1 trillion EUR. 

The system was originally designed to abolish 

the hinder of free movement of goods and to 

turnover tax inspections at internal borders. 

However, after the appearance of digital trade 

and the continuous global economical 

development, the system started to lapse and 

the holes between legislations gave an 

opportunity to be opened to fraud. 

Because of these reasons, the Commission has 

been pressing the reform of the VAT system for 

several years, and according to the European 

Parliament and the Council’s point of view: “any 

future VAT system should be based on the 

principle of destination, i.e.: where the goods or 

services are consumed” 

The main goal of the action plan is to keep pace 

with the digital and mobile economy, to facilitate 

the European cross-border, to support the 

Single Market and to identify the key principles 

for a future single European VAT system. The 

report included that beyond that the current 

system has a considerably high administrative 

burden, in 2013 the difference between the 

expected VAT revenue and the actually 

collected VAT was almost 170 billion EUR, and 

the amount of VAT loss of cross-border frauds 

was almost 50 billion EUR. 

 

 

Key elements of the Action Plan: 

 A future definitive EU VAT system for 

cross-border trade to reduce 

opportunities for fraud 

The current cross-border trade system 

came into force in 1993 and was only 

meant to be a transitional system, so it’s 

not surprising, that besides the changes 

of the trading conditions since that, this 

system is now outdated and no longer 

except frauds.   

 

Therefore the European Commission is 

planning to present its proposal on the 

definitive rules for the single European 

VAT area in 2017, with the cross-border 

transactions continue to be taxed at the 

destination state, but the method of tax 

collection will be changed to be a more 

fraud-proof system. Furthermore in the 

future, a web page will be implemented 

to help the administration and 

management for both businesses and 

member states. 

 

 

 Immediate measures to tackle VAT fraud 

under the current rules 

According to the plans, the future new 

system could reduce the cross-border 

fraud by 80%, (by nearly 40 billion EUR) 

and minimizing the loss of income in the 

states, while in the future the 

Commission will purpose and introduce 

other, much more traceable measures 

to reinforce the current tools used by the 

member states. 
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 More autonomy for Member States to 

choose their own rates policy 

According to the current legislations in 

force, member states cannot deviate 

from the pre defined list of services and 

goods who are applying the reduced or 

zero VAT rate, but the Commission’s 

new framework modernization, in the 

future much more flexibility will be given 

to them. 

Two alternatives came up in the 

proposal: 

1) The 15% standard tax rate 

minimum would be remain but 

the list of services and goods 

that  receiving reduced VAT rate 

are going to be reviewed 

regularly by the information 

provided by member states.  

2) The Union would abolish the list 

of services and goods that 

receiving reduced VAT rate and 

would introduce additional 

safeguards to avoid unfair tax 

competition within the states 

and to prevent frauds. 

 It is important to mention that the current 

zero and reduced VAT rate would 

remain in both alternatives. 

 Support for e-commerce and SMEs 

The current complex rules of the EU 

business system makes much difficult to 

ensure compliance, so to avoid these 

difficulties, by the end of this year, a 

legislative proposal will come forward 

about to simplify and modernize the 

rules of cross-border e-commerce. The 

proposal will ensure the equal treatment 

for e-publications and physical 

publications and will include a VAT 

simplification package for small and 

medium sized enterprises to make the 

cross border trade administration, 

planning and execution simpler and 

clearer. 

 

Several questions may arise and some details 

should be clarified about this plan in the future, 

but clearly we can see that a process has been 

started and if it comes through it can result a 

single European VAT system, what can be a 

huge milestone in the life of the European 

economy. 

 

If you have any additional questions about this 

action plan, please contact us, our advisors 

would be pleased to help you! 

Disclaimer 

Please note that our publications have been prepared for general guidance on the matter and do not represent a 

customized professional advice. Furthermore, because the legislation is changing continuously, some of the 

information may have been modified after the publication has been released. Accace does not take any responsibility 

and is not liable for any potential risks or damages caused by taking actions based on the information provided 

herein. 
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Contact  

Gábor Kertész  

Tax Manager 

E-Mail: gabor.kertesz@accace.com 

Tel: +36 141 235 47 

About Accace  

With more than 330 professionals and branches in 7 countries, Accace counts as one of the leading 

outsourcing and consultancy services providers in Central and Eastern Europe. During past years,             

while having more than 1400 international companies as customers, Accace set in motion its strategic 

expansion outside CEE to become a provider with truly global reach.   

Accace offices are located in Czech Republic, Hungary, Romania, Slovakia, Poland, Ukraine and 

Germany. Locations in other European countries and globally are covered via Accace’s trusted partners 

network. 

More about us on www.accace.com  

http://accace.com/?utm_source=Website_Link_Click&utm_medium=PDF&utm_campaign=English_Language_News_Flash
https://www.facebook.com/Accace
https://twitter.com/Accace_Global
https://plus.google.com/+AccaceGlobalBratislava
https://www.linkedin.com/company/accace

