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A  secure solution for VAT collection

and the reduction of all tax fraud

Chris Williams: cwilliams@rtvat.eu

The

Real time VAT
Project
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The current situation

ÅTaxation systems are often based on old technology

ÅNo match for fraudsters

ÅShort term solutions have created an administrative burden 

ÅThe EU ñtransitionalò system has been going for 18 Years

ÅUnanimity requirement blocks most intra-EU hopes

Å3 years down 7 to go !!
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Real time

solution

A coherent approach to solving the issues of VAT and administrative costs

VAT Gap: ú275 million / day in EU alone

Causes:

ÅAn outmoded transitional VAT system

ÅTime delays between receipt of funds and 

remittance to tax authority 

ÅDiverse information formats

ÅLack of data sharing between tax 

authorities

ÅFraudsters using technology that the 

system cannot handle

ÅLack of real-time fraud checking on 

transactions and businesses

VAT administrative burden:

Causes:

ÅExcessive legal reporting obligations 

due to fixes on an outmoded VAT system

ÅLack of simple interface with tax 

authorities

ÅDiffering compliance in each MS

ÅLack of easily accessible EU wide VAT 

information and rates in own language

ÅLack of easy and rapid VAT reclaims 

procedures in dealing with tax authorities
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Results of the flawed VAT system in the EU

More than ú100 billion per year is lost to tax 

authorities in the EU because of a tax system 

which is not functioning as it should.*

This VAT gap derives from:

Åfraud - whether organized or opportunistic 

Åunpaid VAT liability due to insolvencies

Ålosses from tax planning

Ånew areas - ETS

* Report on study undertaken for the European Commission in 2009, see 

http://ec.europa.eu/taxation_customs/taxation/tax_cooperation/reports/index_en.htm

http://ec.europa.eu/taxation_customs/taxation/tax_cooperation/reports/index_en.htm
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High Level Group opinion to the Commission June 2009:

High Level Group of Independent Stakeholders on Administrative Burdens: OPINION OF THE HIGH LEVEL GROUP, Subject: Priority Area 

Taxation (VAT), June 2009

The Consortium, based on a suggestion by a stakeholder, 

presents the idea to change the VAT payment and 

refund to the point at which payment is settled and 

introduce a real-time VAT collection based on an 

electronic system where all VAT payments are settled 

in real time through the banking system. 

The Consortium estimates that the reduction potential 

would be substantial (ú42 billion)

What has been done to date in the EU
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High Level Group of Independent Stakeholders on Administrative Burdens: OPINION OF THE HIGH LEVEL GROUP, Subject: Priority Area 

Taxation (VAT), June 2009

The Consortium recommends that the submission of the 

various returns and listings is fully automated and is 

done by electronic interaction between taxable 

persons and tax authorities. It recommends that 

Member States introduce simple, easy to use, time-

saving e-government solutions for this purpose.

The expected administrative burden reduction is 

estimated at ú3.4 billion.

High Level Group opinion to the Commission June 2009:

What has been done to date in the EU
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High Level Group of Independent Stakeholders on Administrative Burdens: OPINION OF THE HIGH LEVEL GROUP, Subject: Priority Area 

Taxation (VAT), June 2009

The HLG notes the reduction potential that such ideas could bring but 

also acknowledges the important technological challenges to 

overcome and the heavy investments required. It therefore 

advises the Commission and Member States to think out of the 

box, to investigate such ideas in more detail and to assess 

their implementability.

The HLG calls upon the Commission to make a preliminary 

assessment on the real-time VAT suggestion public as soon as 

possible but at least within the next 12 months, including a 

timetable for possible implementation.

High Level Group opinion to the Commission June 2009:

What has been done to date in the EU
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A real-time solution

Technology is now in common use that would provide a 

simple, reliable and cost-effective way to reduce 

fraud and lower administrative costs

ÅCentral Clearing Facility to collect and administer VAT payments 

ÅCentralised remittance to tax authority

ÅReal-time fraud analysis enables fast refunds

ÅCredit card industry processes more transactions every day

ÅA transaction fee format gives cost-effectiveness 
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Key benefits of a central clearing point system using 

real-time technology

ÅAdmin reduction

ÅCost reduction ï

transaction fee

ÅImmediate collection

ÅLess fraud

ÅInteraction of reports
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RTvat solution: The technology

1. A connecting XML Matrix

2. Network of data sharing servers, one 

for each tax authority (or equivalent cloud 

technology)

3. Fraud checking within the XML Matrix 

and within each tax authority server

4. Audited transaction trails between MS 

tax authorities ïverification not trust

Visa:

reported 56 Billion total 

global transactions/year

= 1,776

transactions/second

RTvat: modern servers can 

deliver 10,473 transactions 

per second

Modern processing 

power
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Gains in processor speed

1990: 1 million

1995: 10 million

2001: 100 million

2009: 2,000 million

RTvat solution: Technology moves on



Real-time approach to taxation

www.rtvat.eu 24/03/2010 12

RTvat core solution

1. Change the VAT 

payment to a settlement 

rather than invoice 

system

6. Where an electronic 

payment system is used, all 

accepted credits can be 

settled within 24 hours of 

claim 

2. Automatically separate 

the VAT and remit directly to 

the tax authority

3. Make  all intra-EU 

transactions taxable, moving 

towards a definitive regime

5. Encourage use of real-

time electronic payment

systems, including a 

dedicated VAT debit card

4. All tax authorities to 

have a new real-time 

fraud control system
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How does it work for domestic B2B transactions?

Tax 

authority

Merchantôs account

Bankôs VAT account

Seller Sellerôs 

bank

V.T.U.

Buyerôs 

bank

Payment
Cost + VAT

VAT

Every 24 hours 

VAT net amount 

transferred

XML Matrix

Fraud 

check

Buyer

Interface 
reporting, access 

to e-vault and 

domestic VAT 

rates information

Interface
Bankôs VAT account

Fraud check

Merchantôs account


