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VAT reimbursement in Cohesion spending is problematic,
say EU Auditors
The reimbursement of value-added tax (VAT), an important cost element in EU Cohesion spending,
is prone to error and does not always represent the best use of EU funds, according to a rapid case
review by the European Court of Auditors. The auditors consider that public bodies should no
longer be reimbursed for the VAT related to Cohesion spending in the post-2020 period.
EU spending in Cohesion often involves subsidising the purchase of goods or services, and the VAT on
such purchases can account for up to one fifth of a project’s total cost. As a general rule, VAT is only
eligible for EU co-financing if it cannot be recovered under national legislation.
Having analysed data collected over a number of years, the auditors point out that the
reimbursement of VAT is not only a frequent source of errors but may also lead to the sub-optimal
use of EU funds. This particularly affects public bodies receiving EU support, such as national, regional
and local government authorities.
The auditors highlight a number of cases which do not represent the best use of EU funds. For
example, a Member State ministry may implement an infrastructure project and claim VAT as an
eligible cost for reimbursement by the EU. At the same time, however, the Member State will receive
the VAT revenue associated with the project via its tax collection system. The reimbursement will
therefore overcompensate the actual expenditure incurred by the Member State.
“The EU reimbursement to a Member State may even exceed the actual cost of a project”, says Tony
Murphy, the Member of the European Court of Auditors responsible for the rapid case review. “This
is particularly relevant for large infrastructure projects with a high co-financing rate.”
In its proposal for the post-2020 Cohesion legislation, the European Commission suggests that VAT whether recoverable or not - should be reimbursed for projects costing less than €5 million. Based on
their review, the auditors maintain their previously expressed opinion that VAT should not be
reimbursed to public bodies; they therefore suggest a reworking of the proposed legislation.

The purpose of this press release is to give the main messages of the rapid case review adopted by the European Court of Auditors.
The full review is on www.eca.europa.eu.
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EN
Notes to Editors
VAT is an indirect tax on the consumption of goods and services, governed by rules laid down at
Member State level. Standard VAT rates in the EU range from 17% in Luxembourg to 27% in Hungary.
To ensure a degree of harmonisation across the EU, the 2006 VAT Directive established a common
system for Member States to build into their national rules. Registered businesses charge VAT on
sales and forward the amounts collected to the national tax authority. In return, they can request
refunds of the VAT charged on their own purchases of goods and services. At the end of the process,
the state budget receives the total VAT component of the final price. End consumers are not entitled
to a refund and therefore bear the full amount of VAT.
A rapid case review presents and establishes the facts surrounding a specific issue or problem; it is not
an audit report.
This review paper complements the observations made on VAT in the European Court of Auditors’
annual reports and the views expressed in its Opinion No 6/2018 on the Commission’s proposal for
the future treatment of VAT in the Common Provisions Regulation. It is available in English on the ECA
website eca.europa.eu; other languages will be available in due course.
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