[image: image1.jpg]RACUNSKO SODISCE @ |
REPUBLIKE SLOVENIJE :





Summary of Audit report: Efficiency of VAT collection in the Republic of Slovenia

Court of Audit audited the performance of the Ministry of Finance (hereinafter: the MF), the Tax Administration of the Republic of Slovenia (hereinafter: TARS), the Customs Administration of the Republic of Slovenia (hereinafter: CARS) and the Statistical Office of the Republic of Slovenia (hereinafter: SORS) to answer the question whether the collection of value added tax in the Republic of Slovenia is efficient or not. It checked whether the volume of losses of value added tax (hereinafter: VAT) in the Republic of Slovenia is known at all and assessed the activities and measures carried out by TARS, CARS and the MF to reduce VAT losses.

During the audit procedure the Court of Audit found out that the volume of VAT losses in the Republic of Slovenia is not known. In the period covered by the audit it was only SORS that regularly and systematically produced calculations of the theoretical VAT and the scope of VAT evasions as a predominant share of total VAT losses. Already during the audit, CARS joined the estimation of VAT losses by having prepared, for the segment of collection falling within its competence, the first trial estimate based on the extrapolation of results of supervisions within the framework of the bottom-up method, as well as by having calculated VAT losses for 2007. In the period covered by the audit, TARS and the MF did not produce any estimates of VAT losses.

Neither TARS nor CARS carried out individual analyses or estimated the volume of VAT losses within the framework of the bottom-up method for individual elements, therefore the main risks for the occurrence of VAT losses by causes, types of activities, size of taxable persons and types of imported goods were not established.
Based on the data about the results of inspections for 2006 submitted by TARS, the Court of Audit produced an estimate of VAT losses in the segment covered by TARS by using the bottom-up method. Considering both calculations of VAT losses, one carried out by CARS within the framework of the segment it covers and the other by the Court of Audit for the segment of VAT collection that falls within the competence of TARS, the Court of Audit estimated that VAT losses in 2006 amounted to 44,174 million SIT (184 million EUR) which is 6.4 % of the total VAT income in 2006, if the total income is also considered to include the estimated VAT losses.

To be able to give its opinion about the VAT collection system, the Court of Audit checked the operation of the MF, TARS and CARS, particularly in the field of planning and implementing activities in connection with the reduction of VAT losses and with the related analysis of the initial and planned balances regarding the collected VAT, records keeping and attainment of the objectives set in the field of VAT. 

It was not possible to assess the performance of the MF operation (whether it reached the set objectives or not) because the MF failed to set objectives in the field of VAT collection or reduction of VAT losses for the period covered by the audit. The goals set by TARS and CARS are not related to individual types of taxes or duties. The Court of Audit believes that VAT is such an important source for covering budget expenditure that when planning individual measures and activities it would be reasonable to set objectives that are exclusively focused on the field of VAT collection. TARS in some cases failed to reach the planned objectives.

Within the framework of the European Commission, the MF participates in the expert group on combating tax fraud but it has not yet addressed the coordination of competent bodies for regular and continuous analyses of the outputs of the implementation of possible measures that are already being implemented in some Member States of the European Union (reverse charge system for some activities, joint and several liability system, security for identification number allocations, system of mandatory reporting of lawful VAT circumvention schemes, introduction of fiscal cash registers and studies into the scope of shadow economy).

The Court of Audit found out that sufficient information, education and advice are available to taxable persons as well as employees in tax and customs administrations, which can be deemed an effective measure ensuring a timely assessment and payment of the correct VAT amount by taxable persons. TARS and CARS also carry out investigative activities, assessed as efficient by the Court of Audit, which is reflected in the volume of the additionally assessed VAT on the request of investigation departments.

The main weaknesses detected in the VAT collection system at TARS as well as CARS predominantly relate to deficient VAT records. Monitoring the situation of the assessed and actually collected VAT pursuant to various criteria is not yet satisfactory. The TARS and CARS records provide individual information on the additionally assessed VAT during controls and inspections but fail to ensure accurate and complete data by individual elements of the VAT assessment (e.g. the additionally identified VAT liabilities by types of activities and by causes for VAT losses within the framework of individual activities), therefore the risk exists that the data available cannot be used to the most efficient extent possible for the analyses on the basis of which individual risks could be defined and more precisely focused activities reducing VAT losses carried out.

At TARS and CARS inspections are carried out by inspectors who cover all kinds of duties and are not particularly specialised in VAT. The Court of Audit believes that it would be possible to achieve better efficiency in detecting irregularities and reducing VAT losses by specializing a certain number of inspectors only in the field of VAT and within it in particular causes for the occurrence of VAT losses.

The Court of Audit notes that the VAT collection system in the Republic of Slovenia is satisfactory but it also believes that it would be possible to additionally limit the possibilities for the occurrence of VAT losses by eliminating the weaknesses and deficiencies stated in the audit report, particularly by:

· determining clear and measurable objectives in the field of VAT collection;

· continuously estimating the total VAT losses;

· estimating VAT losses and carrying out analyses by typical individual causes for their occurrence as a starting point for detecting concrete risks and taking adequate action;

· continuously analysing the foreseen outputs of potential measures to increase the efficiency of VAT collection or limit the possibilities for VAT evasion; 

· more adequately planning and implementing individual measures and activities;

· improving VAT records used as a basis for planning, analysing and implementing individual measures;

· coordinating all necessary activities of TARS, CARS and the MF and

· promptly and continuously exchanging information, data, views and know-how between TARS, CARS, the MF and SORS.

In accordance with the above stated, in the audit report the Court of Audit produced concrete recommendations for TARS, CARS and the MF that have already been, to a large extent, considered during the implementation of the audit.

In Ljubljana, 15. July 2008
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