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Abstract. The subject of analyses made in this work has been the presentation
of the direction of changes, being implemented by the legislator in the scope of
regulation of The Goods and Services Tax Act. This trend has recently been closely
linked with the noticeable increase in VAT fraud in all EU Member States. Due to
the scale and scope of the problem, the European Commission has attempted to
prepare a strategy to fight fraudsters. This strategy, developed in the so-called Green
Paper on the future of VAT, includes proposals for new mechanisms to combat tax
loopholes, including: reverse charge model, split payment method, central VAT
monitoring base, keeping a record of the data in Single Control File, construction
of “certified taxpayer” or Eurofisc. As indicated in the work, the direction of
changes introduced and announced in the VAT Act is part of the implementation of
the strategy adopted by the European Commission. In addition to the already
implemented reverse charge model as well as Eurofisc implementation, methods
such as split payments or the Central Invoice Registry will be introduced in 2018.
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Introduction
The subject of this paper will be an approximation of the direction of changes
in the scope of VAT regulations in force in Poland1, as well as the exemplary
regulations that reflect it. The implemented solutions resulted from a negative
assessment of the previously binding regulations, in order to secure the Treasury
against the actions of taxpayers causing tax loophopes. The most common example
of such actions, generally referred as tax frauds, is the mechanism of carousel fraud.
Since carousel frauds are closely related to the harmonization of VAT, this
phenomenon occurs in all Member States of the European Union. Given the scale
and scope of the problem, an attempt was made to develop strategies to prevent tax
loopholes, and the European Commission has recommended several methods
developed in so-called Green Book. This gives the basis for answering the question

1
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whether the direction of changes adopted in the VAT Act is part of the
implementation of the strategy adopted by the European Commission.
1. Mechanisms for combating tax fraud proposed by the European
Commission.
The directions of changes, reflected in the amendment to the VAT Act, are
related, among other things, with the introduction of solutions aimed at preventing
the occurrence of tax loopholes phenomena. Some of these mechanisms are
recommended by the European Commision, which has paid close attention to the
problem of tax fraud since 20042. In 2006 the European Commission issued a
Communication on the need for a coordinated strategy to improve the effectiveness
of combating tax fraud. Two Commission advisory bodies, the Standing Committee
on Administrative Cooperation (SCAC) and the Anti Tax Fraud Strategy Expert
Group (ATFS), played a key role in the design of this strategy3. In the adopted
strategy (modified in 2011) called Green Paper on the future of VAT, new
mechanisms have been proposed to combat tax fraud, including: modification of the
reverse charge model, split payment method, central VAT monitoring database,
construction of “certified taxpayer” or Eurofisc, which is essentially a system of
exchange of information, not a method in itself.4
Some of these solutions have already been introduced into the VAT Act.
Some of the proposed models are to be introduced and others are still being
considered at the Ministry of Finance level. In addition, tax fraud is also being
prevented by the regulations introduced by the VAT Act, linked to the methods
described above, such as, for example, the joint liability of the purchaser for VAT
arrears of the supplier of the goods5.
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2. Mechanisms of combating tax fraud introduced into the Polish legal
system
2.1. Reverse charge mechanism
Reverse charge mechanism rely on the transfer of the obligation to settle VAT
from the supplier of goods or services to the purchaser of those goods or services.
Under the reverse charge mechanism obligated to settle the tax due from a taxable
transaction is therefore the buyer of the goods or services and not the supplier, as is
the case with the general rules. This mechanism was also introduced into the VAT
Act. Initially, it was connected to a small area of taxable activities, particularly of a
cross-border nature. However, due to the scale of scams in VAT along with the
subsequent amendments to the Act, it has covered more and more activities. On day
1.07.2015 and then 1.01.2017, entered into force new regulations under which the
provisions of the VAT Act concerning the reverse charge mechanism have been
extended and clarified.6 In particular, the scope of the goods subject to reverse
charge delivery has been extended. The scope of the mechanism was also extended
to some of the transactions related to the provision of construction services. This
solution was introduced as a result of irregularities observed on this market. In
particular, they concerned the use of invoice schemes that did not reflect actual
transactions.
2.2. Split payment method
The split payment method consists in splitting the payment for each invoice
into two transfers. The net amount is transferred to the counterparty’s current
account, while the amount of VAT is paid to the account under the supervision of
the tax authorities. From this special account created for VAT it is possible to
transfer money only to other VAT accounts supervised by the tax authorities. 7
According to this method the entrepreneur cannot freely dispose of the full amount
received from the contractor. This mechanism can thus prevent “disappearing”
taxpayers from paying tax. In addition, because the access to the VAT account
would have been constant, the process of paying tax to the tax authorities would
also be accelerated. In the current Polish system this method has not yet been
introduced. It is contained in the amendment to the VAT Act, which would come
again later on 1.01.2017, Annex No 13 to the VAT Act, containing the catalog of goods for which the
joint and several liability of the purchaser applies for the supplier’s liability has been extended. At the
same time, in the VAT Act (art. 96 sec. 4b) and in the Tax Ordinance Act (art. 117c) provisions were
introduced to jointly and severaly liable the representative of the taxpayer for the tax arrears of the
taxpayer arising from the actions performed within 6 months of the date of registering the taxpayer as
the VAT payer.
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into force on 1.07.2018. According to the solutions adopted in the project, split
payment is to be a voluntary system and therefore binding only to those
entrepreneurs who declare their will to join it. The split payment account is intended
to be a normal business account to which the tax authorities will not have access.
The only difference will be that the possibility of disposing of funds from this
account will be limited. Such an account will allow only for transfer of funds to the
VAT invoices of other entrepreneurs, as well as fulfilment of VAT obligations. An
entrepreneur using this mechanism will not be charged overdue interest in a
situation of late payments, and will not be liable jointly with the supplier of the
goods.
2.3. Central Invoice Registry
One of the recommended fraud prevention method in the Green Paper on the
future of VAT is also the concept of setting up a central VAT monitoring center –
the Central Invoice Registry (CIR).8 This concept was based on the premise of
creating a database run by the Ministry of Finance. Taxpayers would introduce into
it all issued and received invoices in real time. In this way sent and received invoices
would be used to automatically created sales and purchase registers, and then
supplemented with data from the remaining records and VAT declarations. The task
of the CIR system, however, would not simply be to collect data from documents,
but also using sophisticated analyses of transmitted data, simultaneously performing
checks. The advantage of introducing this system is therefore the ability to keep
track of issued invoices, but also to detect carousels or invoices with incorrect
VAT rates. Ministry of Finance announced the introduction of Central
Invoice Registry for the end of 2018. The form of the Central Invoice Registry is
yet unknown9.
2.4. Eurofisc
Eurofisc in not a method of eliminating tax loopholes (including carousels),
but a platform for exchanging information between Member States. This platform
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has been operating in Poland since 7.02.2011.10 Eurofisc cooperation between the
countries is primarily concerned with the exchange of information between the
Member States about VAT fraud on their territory, the exchange of experience in
the field of tax fraud, mutual information on national legislation in this area and
mutual training of officials and specialist. Eurofisc is therefore an electronic
platform managed by the European Commission to create a multilateral early
warning mechanism for fraud on goods and services, exchange of information
covered by Council Regulation 904/2010 and coordination of liaison officers work
on received warnings. To this end, each Member State is obliged to establish a
Central Liaison Office (CLO), designate one or more liaison officers from the antifraud experts (LO), and identify liaison authorities (LA), with whom cooperation
should be maintained as part of Eurofisc.11 Eurofisc is therefore not a mechanism to
eliminate tax loopholes, but with appropriate cooperation between Member States,
it can contribute to early detection.
Summary
The amendments to the VAT Act, made in recent years, reflected the
negative assessment of the former regulations of the law, in terms of securing the
Treasury from taxpayers actions resulting in a tax loopholes. The aim of the
regulations was to try to prevent extortion of that tax. The direction of changes
adopted in the VAT Act is part of the implementation of the strategy adopted by the
European Commission and developed in the so-called VAT Green Book. Attempt
to devise methods to prevent fraud by the European Commission stemmed from the
fact that most of the problems with VAT abuse are related to the way taxation of
intra-Community transactions is concerned, so these problems affect all countries
that are member of the Euopean Union11.
An analysis of changes made to the VAT Act indicates that some of the
implemented solutions corresponded to the European Comission’s postulated
methods of preventing tax loopholes. In addition to the already operational reverse
charge mechanism, methods such as split payments or the Central Invoice Registry
will be introduced in 2018.
It should be noted that apart from the European Commission’s methods of
counteracting tax loopholes, additional regulations have been introduced to the
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VAT Act to serve this purpose. One of such solutions is joint and several liability
for the obligations of the supplier. Moreover applicable as of 1.01.2017: 1)
regulation of sanctions in the form of additional tax liabilities for actions aimed at
unreliable tax settlement or overstatement of VAT, 2) introduction of new grounds
for refusal to register active VAT taxpayers, 3) limiting the use of quarterly
settlements, and 4) introducing the obligation to electronically file VAT returns.
It should also be noted that the package of new regulations covered not only
changes in the VAT Act itself, but also in other tax regulations. In particular, such
changes were made in the Tax Ordinance Act and in the Tax Penal Code. In the Tax
Ordinance Act alongside the introduction of the Single Control File or the liability
of a jointy -acting representative of a taxpayer, the rules governing cross-checks
have also changed. An ability was introduced to carry out verification of activities
for all entities participating directly or indirectly in the delivery of goods or services
and therefore to all entities involved in the entire supply chain. Changes in the Tax
Penal Code consisted among others in tightening of sanctions (including
imprisonment) for persons involved in tax loophole. At the same time, new types of
crime related to fictitious invoices were introduced.
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