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Confida’s network of independent member firms has created the thfi_da Quarterly
SEE Newsletter with the aim of providing both local and international businesses with
answers to key questions regarding tax regulations in the SEE region.
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* Albania

Tax news from 1st January to 30th April

Albania

Implementation

of IFRS 9 and
IFRS 15

The two new standards, IFRS 9 “Financial Instruments” and IFRS 15 “Revenues from contracts
with customers”; which both have significant changes and effect on entities applying IFRS are
effective from the 1 January 2018. The Implementation of these standards will bring new chal-
lenges to companies registered in Albania.
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IFRS 9
“Financial
Instruments”

IFRS 9 “Financial Instruments” replaces IAS 39
“Financial Instruments Recognition and Meas-
urement” and introduces some major changes
in financial instruments, which extend their
effects on their tax treatment.

Who will be affected by the
new standard?

The new standard will have a severe impact on
financial institutions as it is not uncommon for
them to have material portfolios of financial
instruments and complex financial risk man-
agement models. IFRS 9 will also affect non-fi-
nancial services entities (corporations), even if
they only have simple financial instruments,
such as trade receivables or loan receivables.
The impact IFRS 9 will have on institutions and
corporations is that it will make financial institu-
tions evaluate how economic and credit
changes will impact their business models,
portfolios, capital and the impairment levels
with regards to various scenarios. Portfolio
strategy, commercial policies, credit manage-
ment, deal origination and people manage-
ment are the areas which are most affected. It
is advised that corporations perform the initial
impact analysis which will enable the key deci-
sion-makers to understand the potential areas
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IFRS 9 “Financial Instruments”
replaces IAS 39 “Financial
Instruments Recognition and
Measurement” and introduces
some major changes in
financial instruments.

of adjustments and determine the scope of
necessary work for proper implementation of
the new standard.

Tax implications on financial
institutions

Even though IFRS 9 aims to adapt to the
current market developments, the Albanian tax
legislation remains limited and subject to inter-
pretations on such matters. Financial institu-
tions may have several tax implications from
the application of IFRS 9. These implications
may derive from the transitioning to IFRS 9,
subsequent measurement, impairment under
the new model (expected credit loss model) as
well as de-recognition and hedge accounting.
It is of great importance for the financial institu-
tions to handle the tax issues well in advance
to avoid different approaches from the tax
authorities in the future.
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IFRS 15 introduces one five-step
model of revenue recognition.
This model will be applied in
two versions, depending

on how performance

obligation is satisfied.

IIFRS 15 “Revenues
from contracts
with customers”

IFRS 15 “Revenue from Contracts with Cus-
tomers”, replaces IAS 11, IAS 18, IFRIC 13,
IFRIC 15 and SIC-31, while it has no effect on
IAS 17 and IFRS 4. The standard introduces a
five-step model of revenue recognition,
common to all types of transactions, to all
companies and industries, without distinguish-
ing between construction contracts, sale of
products or sale of services.

Who will be affected by the
new standard?

The new standard should be of interest to com-
panies who use IFRS or US GAAP and to those
who plan to implement them in the near future.
The biggest changes will be noticed by the enti-
ties offering products and services in multiple
item packages, selling licenses, providing
services in a form of long-term contract and
those who apply variable price or conditional
remuneration in their contracts with clients.
Industries that will be affected the most are:
telecommunications, technology, energy, media
and entertainment, construction, [T, automo-
tive, real estate, pharmaceuticals, and health-
care, but every company reporting under IFRS
or US GAAP will be affected to a certain level.
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What will change?

IFRS 15 introduces one five-step model of
revenue recognition. This model will be applied
in two versions, depending on how perfor-
mance obligation is satisfied:

(1) over a period of time
(2) at a point in time (in a given moment).

Due to the use of the five-step model, the
moment of revenue recognition may shift. Rev-
enue, which is currently recognised over a
period of time throughout the entire duration of
the contract, e.g. in accordance with the per-
centage of completion method, may be recog-
nised once in the future; at the end of the con-
tract and vice versa.

The basic principle of IFRS 15 is recognising
revenue when the control over a product/service
is being transferred to the client. A real challenge
in the implementation and use of the new stand-
ard is the increase in the importance of
estimates without which recognition of even a
relatively simple transaction may be impossible.
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Tax implications

Although the revenue for fiscal purposes
derives from revenue recognition for account-
ing purposes, there are certain instances in
which revenue recognition may differ for
accounting and tax purposes. As a result, the
new standard could have a significant impact
on a company’s invoicing procedures and
overall VAT compliance and position. The
changes could also affect accounting and tax
differences and deferred taxes related to reve-
nue recognition.

Social
and Health
Contributions

In response to the legal vacuum created by
Decision No0.60/2016 of the Constitutional
Court is to repeal article No.4 of Law no.
143/2015 “On some amendments to Law no.
9136, dated 11 September 2003 “On Social
Security and Health Contributions in the
Republic of Albania”, the Council of Ministers
issued a normative act that regulates the
effects this decision had on the minimum wage
on which social and health contributions are
calculated for the self-employed.
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This Normative Act entered into
force immediately upon its
publication in the Official Gazette.

The changes, as well as some important modi-
fications to declaration timelines, are outlined
below:

Social security contributions of the self-em-
ployed and their unpaid family members over
16 years old are calculated, based on their
gross wage, in line with the calculations for all
other employees. On the other hand, health
contributions are calculated based on twice
the minimum wage in Albania.

The timeline for the submission of the list of
employees, including self-employed, any
unpaid family members over 16 years old and
all respective wages, is within two business
days as of an entity’s registration at the Nation-
al Business Centre (NBC) or Tax Administration

For self-employed natural persons with no
employees and no unpaid family members
over 16 years old who have registered at the
NBC or tax authority, payroll submission must
be performed at least three days before the
deadline for the submission of the social and
health contributions declaration. The calcula-
tion of the contributions starts from the day of
registration.

This Normative Act entered into force immedi-
ately upon
Gazette.

its publication in the Official
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Tax
Procedures

Following the approval of the law “On some
amendments made to the Law No. 9920,
dated 19 May 2008, “On Tax Procedures in the
Republic of Albania”, as amended” on 15
November 2016, the Ministry of Finance
issued Instruction No. 7, dated 10 January
2017 “On some amendments on the Instruc-
tion No. 24, dated 2 September 2008 “On Tax
Procedures in the Republic of Albania”, as
amended.

The new instruction provides not only tem-
plates of the tax forms outlined in the law but
also some important clarifications, such as the
following:

* A new delivery note is introduced for goods
which are transported directly to a third party
(the ultimate buyer) in cases when there is an
agreement between a seller and an intermedi-
ate buyer, which in turn has a separate con-
tract with the ultimate buyer. The delivery note
should accompany the goods during their
transportation, together with the sales invoice
issued by the intermediate buyer to the
ultimate buyer. The template of the delivery
note is attached to the instructions.

* The procedures and the list of documents
that each transport vehicle transporting goods
or passengers must carry for each trip, is
outlined in the Instructions.

the tight deadlines that taxpayers

Procedures for the seizure of
goods by the tax authorities and

must comply with, in order to

claim them back, are specified. , ,

¢ It is clarified that a tax audit for transfer pric-
ing purposes will not be considered a re-audit
even though the taxpayer might have been
previously audited for income tax purposes for
the same period.

¢ It is determined that tax appeals, where the
total reassessed value of the obligation
amounts to at least ALL 20 million, will be
examined by the Commission for the Review
of Tax Appeals instead of the Tax Appeals
Directorate.

* Laws and bylaws in the tax directorate’s
website will now also be published and updat-
ed in English.

* Procedures for the seizure of goods by the
tax authorities and the tight deadlines that
taxpayers must comply with, in order to claim
them back, are specified.

* A questionnaire template is published which
enables the voluntary declaration of unreport-
ed transactions to the tax authorities before
the commencement of a tax audit.

* It is no longer necessary for any goods with
a price tag affixed to be included in a separate
price list. The same is applied for services
which do not have fixed prices, such as travel
or transport agencies, which should publish
hourly service rates instead.
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Value
Added Tax

Some amendments have been made to Deci-
sion No. 953, dated 29 December 2014 of the
Council of Ministers “On Implementing Provi-
sions of Law No. 92/2014 “On Value Added
Tax in the Republic of Albania”, as amended”.
In addition to the right to apply VAT on rentals
of buildings, taxpayers can also choose to
apply VAT on the sale of buildings or parts of
buildings if their intended use is for economic
activity or resale purposes. This right cannot
be exercised when the taxable person supplies
residential buildings or facilities, or when the
buyer is an individual and not a registered
taxpayer. To apply VAT, taxpayers must submit
a written declaration, sale contract and notary
contract where it is clearly specified that the
building will be treated as a taxable supply.
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Several important amendments
have been introduced to Decision
No. 612, dated 5 September 2012,

“On the implementing provision

of the Law “On Excise”, as
amended”.

Excise

Several important amendments have been
introduced to Decision No. 612, dated 5 Sep-
tember 2012, “On the implementing provision
of the Law “On Excise”, as amended”. The
technological card for industrial and agro-in-
dustrial products must now be certified solely
by the Customs authorities instead of the
respective government agency for the industry.
Excise tax reimbursement rates have been
substituted by the respective rates contained
in the technological card. The value of excise
reimbursement, instead of being fixed at 50%,
will be based on the provisions of the techno-
logical card but must not exceed the afore-
mentioned 0%.

One exception applies to solar oil and mazut
which will be reimbursed up to 100% if the
actual utilisation does not exceed the techno-
logical card specifications. In addition, the
deadline for submitting excise reimbursement
requests is extended to the tenth day of the
month following the quarter in which the pur-
chases were made. With regards to fiscal
stamps, their application in the fiscal and
custom warehouses can be performed at any
time upon an operator’s request instead of
being limited to twice per month. Also, if video
monitoring systems are in place, authorities
can monitor the application of fiscal stamps
without their physical presence and review the
video registration of the process.
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Entities engaged in the trade of gaseous fuel
for motor vehicles will have to submit their
inventory balance as of 31 December 2016 to
the General Customs Directorate and Regional
Customs Directorate by 31 January 2017.
Wholesale traders of gaseous fuels will also be
obliged to submit the previous month’s sales
register containing data on buyers and quanti-
ties sold to the Regional Customs Directorate
before the tenth day of the following month.
Gaseous fuels have also been added to the list
of imported fuels that must be placed in a fiscal
storage warehouse.

Finally, reimbursement of excise paid will also
become applicable for biological products that
have up to 5% of biofuels in their makeup.

[Source: Decision No. 28, dated 18 January 2017,
issued by the Council of Ministers, Official Gazette
No. 4, published on 19 January 2017.]

Gambling

The Ministry of Finance has issued a series of
instructions and by-laws setting the
stage for the effective implementation of Law
No. 155/2015 “On Gambling in the Republic of
Albania” which entered into force in February
2016. The bylaws tackle the following issues:
Customs clearance procedures for gambling
devices and spare parts.
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Reimbursement of excise paid will
also become applicable for
biological products that have up
to 5% of biofuels in their makeup.

Outline of the legal relationship between the
Gambling Supervisory Authority and Customs
agencies.

Procedures and documentation required for
receiving the authorisation from the Gambling
Supervisory Authority.

Procedures for the disposal of gambling
devices.

Determination of the license fees and the
payment deadline for each category of gam-
bling entities.

Conditions and standards that must be met
by secondary betting sites.

Methodology for the calculation of the
distance between gambling entities and edu-
cational and religious institutions. To provide
sufficient time for gambling business operators
and the respective government agencies to
implement these changes, the deadline for the
application of the new rules regarding the loca-
tion of gambling sites has been extended from
31 December 2016 to 31 December 2018.

[Source: Law No. 140/2016, dated 22 December

2016, issued by the Council of Ministers, Official
Gazette No. 271, published on 20 January 2017;
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Miscellaneous
changes

On 28 December 2016, the National Housing
Agency approved the nationwide average cost
of construction for 2016 and published the
average construction costs and value of apart-
ments.

The protocol signed on 9 September 2015
between the Government of Albania and the
Swiss Federal Council, which amends the
Convention dated 12 November 1999 regard-
ing the avoidance of double taxation relating to
taxes on income and capital, entered into force
on 1 December 2016.

Starting from 1 February 2017, taxpayers and
citizens can receive free assistance and in
formation through the Call Centre offered by
the General Tax Directorate. By calling at 0800
00 02, taxpayers and citizens will receive
real-time assistance from the experts and spe-
cialists of the Tax Administration without the
need to be present at the service counters of
taxpayers.

[Source: Instruction No.3, dated 28 December
2016, issued by the Council of Ministers, Official
Gazette No. 260, published on 9 January 2017;
Notice No. 820, dated 20 January 2017, issued by
the Ministry of Foreign Affairs, Official Gazette No.
13, published on 1 February 2017; Notice issued
by the General Tax Directorate, published on 12
January 2017 at www.tatime.gov.al]
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On 28 December 2016, the Nation-
al Housing Agency approved the
nationwide average cost of con-
struction for 2016 and published

the average construction costs
and value of apartments.

Corporate
Income
Tax Law

Thin
capitalization
rules

As from 01/01/2018, in the case of loans from
related parties, the excess of net interest over
30% of earnings before interest, taxes, depre-
ciation and amortization (EBITDA) will be con-
sidered as a non-deductible expense.

Such excess net interest will be carried forward
and deducted in subsequent years until a
transfer of more than 50% of the company’s
shares or voting rights occurs. This thin capi-
talization rule will not apply to banks, insurance
companies, non-bank credit financial institu-
tions and financial leasing companies.
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The Albanian Parliament has
approved new changes in the
Law on Tourism whereby new

tax incentives have been
created for selected
categories of investors.

Tax incentives
for the tourism
industry

The Albanian Parliament has approved new
changes in the Law on Tourism whereby new
tax incentives have been created for selected
categories of investors. In order to obtain the
special status, investors in four-star and
five-star hotels must fulfill certain conditions as
stipulated specifically in the Law on Tourism. In
order to qualify as a four-star and five-star
hotel holder of a special status, the investment
value must be at least EUR 8 million and EUR
15 million respectively.

Starting from 1 January 2018, all services
offered by the above mentioned four-star and
five-star hotels, that have a special status as
well as being holders of a trade registered
mark or brand of hotel as defined in the Law on
Tourism, are subject to a reduced VAT rate of
6%. Currently, any company offering services
in tourism, regardless of the hotel category, is
only allowed to grant the reduced rate of 6%
for accommodation services.

In addition, four-star and five-star hotels are
exempt from corporate income tax (CIT) for a
period of 10 years provided they have met the
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criteria for obtaining the special status no later
than December 2024. A decision of the Coun-
cil of Ministers will determine the terms, condi-
tions and procedures for implementing this
provision.

Four-star and five-star hotels holding the spe-
cial status are exempt from real estate and
infrastructure tax.

Tax
incentives for
IT companies

Starting from 1 January 2018, the CIT rate for
entities operating in the Information Technolo-
gy (IT) sector and dealing with software devel-
opment is reduced from 15% to 5%. This
incentive is expected to attract new and/or
international software development companies
to register in Albania. In addition, reduced cus-
toms duty rates will apply on the import of
equipment and devices used during IT busi-
ness activity. Activities considered to be relat-
ed to the software development will be deter-
mined separately in a decision by the Council
of Ministers.
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Albanian Alps,
the National Parks of Thethi,
Valbona and the Region of Kelmendi.




Bosnia and.
Herzegovina

Tax news from 1st January to 30th April

B Bosnia and Herzegovina

The Federation of Bosnia
and Herzegovina to
Adopt a New Personal
Income Tax Law

The Government of the Federation of Bosnia and Herzegovina (FBiH) has adopted the draft for
the new Personal Income Tax Law ("PIT Law"), and its application is planned to begin as of the 1
January 2018. The novelties include the introduction of a progressive tax rate, broadening of the
tax base and the introduction of the taxation of dividends, the introduction of electronic tax
returns and prescription of a higher personal exemption amount. This draft of the new PIT Law
introduces a two-bracket progressive tax rate, instead of the current flat rate of 10%. A lower tax
rate of 10% would apply to taxable income not exceeding KM 800 (approx. EUR 400) per month
or KM 9,600 (approx. EUR 4,800) per year (the lower bracket).
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A higher tax rate of 20% applies to a part of the
taxable income that exceeds KM 800 per
month or KM 9,600 per year (the higher brack-
et). Implementation of the new PIT Law means
a higher effective tax rate for higher incomes.
However, with the broadening of the tax base
by including more earnings into taxable
income, such as dividends, it may be interpret-
ed that the effective tax rate has risen both for
higher and lower incomes, since a broader tax
base means higher effective tax rates in gener-
al. Under the amendments, the dividends
received by an individual shareholder will be
taxable.

Furthermore, the tax base for employment
income was broadened, and it now introduces
new rules on the taxation of shares received
from employers (stock option plans). Sever-
ance grants would be taxable, unless paid in
case of retirement. Contrary to that, some
earnings that are taxable under the current PIT
Law, will be exempted - such as; payments
made by NGO's, reimbursements financed
from EU funds monetary aid made to scien-
tists, and remunerations paid by UN and OHR
to Federation residents pursuant to employ-
ment. Taxation of personal income from prop-
erty will be regulated in more detalil, in particu-
lar the taxation of capital gains. The amend-
ments explicitly prescribe that income from the
sale of immovable property, as well as the sale
of shares and investment units held in invest-
ment funds, which will be taxable in the FBiH.

Employers with more than five employees will
have to exclusively submit electronic tax

The Government of the Federa-
tion of Bosnia and Herzegovina
(FBiH) has adopted the draft for
the new Personal Income Tax
Law ("PIT Law"), and its applica-
tion is planned to begin as of the
1 January 2018.

returns. This should reduce the time necessary
for the filing of tax returns and it is expected
that the details on the process of filing tax
returns will be further elaborated in a new
Rulebook which deals with the application of
the new PIT Law. It is prescribed that individu-
als that have not settled their taxes will not be
able to execute cash transfers, provide loans
or transfer their property. This provision may
have a positive impact on tax collection, but it
remains to be seen how it will be implemented
in practice. It is also not clear what would be
considered as unsettled tax due - the tax
under dispute, or the tax determined in the
final and binding act of the Tax Administration.
The new Rulebook on the implementation of
PIT Law, expected to further elaborate new
and more detailed, provisions of new PIT Law,
which is to be adopted 180 days after the day
that the new PIT Law comes into force.
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Croatla

Tax neWs from 1st January to 30th April

M Croatia

News for Croatia is mainly regarding VAT, Personal
Income Tax, Corporate Income Tax and the Double
Tax Treaty (DTT) between Croatia and Kosovo.

Value Added Tax

e |t is possible to deduct 50% of input VAT when purchasing and leasing passenger vehicles and
other means of passenger transport for amounts exceeding HRK 400,000 per vehicle (including
all related costs).

e Threshold for VAT registration is increased to HRK 300,000 (cca. EUR 40,000).

e For taxpayers who import machinery and equipment listed in Addendum to VAT Law with a
value exceeding HRK 1 million, the reverse charge mechanism would apply.
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Personal
Income Tax

e Accommodation and food that employers
provide for employees with fixed term seasonal
employment agreements, and who perform
their work in a location which is not their place
of residence is no longer considered as
income. To apply this exemption, costs of
accommodation and food must be invoiced to
the employer and cannot be paid in cash.

e Water and other non-alcoholic drinks provid-
ed by an employer to his employees during
working hours free of charge are not consid-
ered a taxable benefit in kind.

e Changes to the taxpayers’ Tax Card (PK) can
be made electronically.

e The annual limit for non-taxable benefits in
kind amount (gifts, services/goods provided
without remuneration etc.) to employees has
been increased from HRK 400 to HRK 600.

e The RPO form for taxpayers who receive
income from abroad can also be filed by the
employer and not only by the taxpayer.

Corporate
Income Tax

News for Croatia is mainly regarding VAT, Per-
sonal Income Tax, Corporate Income Tax and
the Double Tax Treaty (DTT) between Croatia
and Kosovo.

Eligible tax residents of
Croatia and Kosovo will be
able to enjoy preferential DTT
rates as of 1 January 2018.

The Double Tax
Treaty (DTT)

between Croatia
and Kosovo

Eligible tax residents of Croatia and Kosovo will
be able to enjoy preferential DTT rates as of 1
January 2018.

The Agreement introduces numerous tax
reliefs in a variety of income types, and it has
set the stage for the boost of exchange of
goods and services. It additionally contains a
clause on the exchange of information with a
purpose of fighting fiscal evasion, considering
the OECD’s Base Erosion and Profit Shifting
(BEPS) project.

The applicable tax rates according to the DTT
are as follows:
* Interest: 5 %

The maximum withholding tax rates between
the two countries are agreed as follows:

* 5% on dividends, if the beneficiary owner of
income is a company (except for a partnership)
that owns at least 25% of the capital of the
company paying the dividend;

* 10% on dividends in all other cases;

* 5% on interests;

* 5% on royalty income.
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| KOsovo

Tax news from.1st January t0'30th April

B Kosovo

American Firms
In Kosovo Laud
New Tax Perks

Kosovo has been praised by The American Chamber of Commerce in Kosovo (AmCham Kosovo)
for suspending customs duties and excise taxes on certain inputs for local manufacturers.

Decision no. 14/7 of 6 October 2017, eliminated customs duties on raw materials, semi-finished
products, certain production line equipment, and IT equipment, specifically for exporters.

Decision no. 13/7 of 6 October 2017, reduced the excise duty burden on companies and waived
VAT on certain raw materials.
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The exemptions, which came into effect on 1
January 2018, are part of a Government drive
to support the development of the private
sector, and were approved as part of the 2018
Budget, passed by the Kosovo Parliament in
December 2017.

Ina 17 December 2017 press release, the Min-
istry of Finance also pledged to keep tax
settings stable for businesses.

AmCham Kosovo praised the reforms in a
statement released on 5 January 2018. It said:
"The new fiscal measures will impact the coun-
try's private sector positively and will also
increase the competitiveness of Kosovo man-
ufacturers vis-a-vis those in the region."

However, the International Monetary Fund has
cautioned Kosovo to not provide too much
relief for foreign businesses, stating in its Arti-
cle IV consultation for the territory released in
December 2017 that; "authorities should

broaden the tax base by further strengthening
the tax and customs administration to reduce
informality." It added that the "introduction of
tax holidays or exemptions that could weaken
the tax base should be avoided."

Kosovo is among the top 10
economies worldwide with the
most notable improvement in
doing business reforms, stated in

the Doing Business 2018 report. ‘ ‘

Doing
Business 2018:

Kosovo

Among Top Ten
Reformers in
the Worid

Kosovo is among the top 10 economies world-
wide with the most notable improvement in
doing business reforms, stated in the Doing
Business 2018 report, released by the World
Bank Group. This year, Kosovo ranks 40th out
of 190 countries in ease of doing business,
compared to 60th place last year, noting that
the two rankings are not fully comparable
because of methodology refinement in one of
the ten indicators measured by the report.

Kosovo ranks 10th on Starting a Business,
12th on Getting Credit, 48th on Trading across
Borders, 122nd on Dealing with Construction
Permits, 89th on Protecting Minority Investors,
106th on Getting Electricity, 49th on Enforcing
Contracts, 45th on Paying Taxes, 34th on
Registering Property, and 49th on Resolving
Insolvency.
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The indicators in the Doing Business report
show that Kosovo has continuously been
improving its business regulations and narrow-
ing the gap with the best global performers,
according to Marco Mantovanelli - The World
Bank Country Manager for Kosovo. He further
stated; “This is welcome news for Kosovo'’s
economy. However, if these reforms are not
properly and consistently implemented in
practice, it will be difficult for Kosovo to
achieve the desired impact on productivity
gains for firms and attract more investments.”

Kosovo’s enhanced performance in 2018 was
mainly thanks to by the implementation of
three business regulatory reforms in the areas
of: Getting Credit, Starting a Business, and
Resolving Insolvency. Moreover, Doing Busi-
ness found that over the 12-month period up
to June 2017, Kosovo successfully implement-
ed several improvements: starting a business
was facilitated by simplifying the process of
registering employees; resolving insolvency
was made easier by introducing a legal frame-
work for corporate insolvency, making liquida-
tion and reorganization procedures available to
debtors and creditors; access to credit was
reinforced by adopting a new law that estab-
lishes clear priority rules inside bankruptcy for
secured creditors and clear grounds for relief
from a stay for secured creditors in reorganiza-
tion procedures.

According to the report; the reform in Kosovo
which enables parties to make use of reorgani-
zation procedures for saving viable business-
es, which have the prospect of financial recov-

Kosovo has been praised by The
American Chamber of Commerce
in Kosovo (AmCham Kosovo) for
suspending customs duties and
excise taxes on certain inputs for
local manufacturers.

ery, is a significant step forward. Moreover,
several innovative features which are aligned
with international good practices were intro-
duced by a comprehensive insolvency law,
adopted in July 2016.

The World Bank Group contributed to notable
improvements in the business enabling envi-
ronment in Kosovo over the last few years, and
it remains committed to supporting private
sector development through its engagements
in the energy sector, agriculture, business
competitiveness, and the overall investment
climate. One of the three key pillars of the
World Bank Group Country Partnership
Framework for Kosovo for 2017-2021 is
private sector-led growth.

“IFC, a member of the World Bank Group, will
continue supporting the reduction of adminis-
trative burdens for businesses, tax transparen-
cy, improved corporate governance and finan-
cial reporting, and simplification of trade logis-
tics as well as the overall investment policy
reforms to attract private investments and
higher quality FDI to the country”, says Visar
Perani, Kosovo Country Officer for the Interna-
tional Financial Corporation (IFC), part of the
World Bank Group.
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Business, 12th on Getting Credit, 48th
on Trading across Borders, 122nd on

Doing
Business 2018:

Kosovo

scraps levies on

Kosovo ranks 10th on Starting a

Dealing with Construction Permits

iImports of energy
products and raw
materials from 2018

Tax changes aimed at supporting producers
are in force in Kosovo since the start of 2018.
Based on two decisions approved by the gov-
ernment last year, Kosovo has scrapped
excise tax on imports of all energy sources as
well as customs duties on imports of raw
materials, semi-manufactured products used
in production activities, machines and informa-
tion technology equipment for all producers,
the finance ministry said in a statement.

The changes, which entered into force as of 1
January 2018, will have a positive impact on
the private sector and will also increase the
competitiveness of Kosovo producers in the
region, the American Chamber of Commerce in
Kosovo (AmCham) said in a separate state-
ment. These government decisions have been
incorporated into the 2018 budget approved by
the Kosovo parliament on 22 December 2017.

115 %

Kosovo's
year-on-year to 230 million euro according to

trade gap widened

the country's statistical office. Exports
decreased 6.3% vyear-on-year to 30 million
euro in November, whereas imports increased
11% to 260.7 million euro. Mineral products,
machines, base metals, means of transport,
food, beverages and tobacco were Kosovo's
main import items in November 2017.
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Customs and
excise duties
exemption for
manufacturers
in Kosovo

Based on two decisions of the Government of
Kosovo, starting from 1 January 2018, manu-
facturers registered in Kosovo who benefit
from the value added tax (VAT) deferral
scheme may also be exempt from the pay-
ment of customs and excise duties for certain
imports made during their business activity.
The customs duties exemption will be applica-
ble to the import of raw materials, semi-fin-
ished products, production lines and informa-
tion technology equipment.

In addition, an excise duty exemption for any
energy sources used in the manufacturing pro-
cesses is also available.

The exemptions are applicable regardless of
whether the import is made by the manufac-
turer or authorized contractors. If the import is
carried out by an authorized contractor, the
customs declaration should also include the
name of the manufacturer benefiting from the
exemption.

According to the report; the
reform in Kosovo which enables
parties to make use of reorganiza-
tion procedures for saving viable
businesses, which have the pros-
pect of financial recovery, is a

significant step forward. , ,

I New Double Tax Treaties

Luxembourg and
Kosovo Double
Tax Treaty on
Income and
Capital

A treaty aimed at eliminating double taxation
and preventing fraud and evasion was signed
on the 8 December 2017.

Luxembourg and Kosovo officials signed a
new tax treaty designed to eliminate double
taxation and prevent fraud and evasion on the
8 December 2017.

The agreement provides for exchange of infor-
mation on request and adheres to minimum
standards set for tax treaties in the 2015
OECD/G20 base erosion profit shifting (BEPS)
plan agreements, the Luxembourg govern-
ment said.

The agreement was signed in Luxembourg by
Kosovo Minister of Finance of Kosovo, Bedri
Hamza and Luxembourg Minister of Finance,
Pierre Gramegna.

Kosovo ratified the treaty on the 16 January 2018.
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Kosovo's trade gap widened 11.5 %
year-on-year to 230 million euro
according to the country's
statistical office.

Croatia and Kosovo
Double Tax Treaty
Enters into Force

Croatia and Kosovo have been historically
involved in a good economic and political rela-
tionship and are continuing to strengthen the
commercial exchange. Croatia views Kosovo
as a good opportunity for export and signifi-
cant investment, in areas such as construction
and infrastructure, whereas Kosovo views Cro-
atia as one of the most important strategic
partners for their entrance into NATO and the
EU. The economic cooperation has now
become even easier after the Agreement on
avoidance of double taxation between the two
countries entered into force as of the begin-
ning of 2018.

Discussions regarding the conclusion of the
agreement between Croatia and Kosovo on
avoidance of double taxation were ongoing for
many years, but since 2014 the pace quick-
ened particularly given the increasing intensity
in economic cooperation between the two
countries. Numerous Croatian companies are
currently present in Kosovo either directly
through their subsidiaries or representative
offices, or indirectly through partners and
distributors. Finally, in March 2017, the double

i

tax agreement was signed and in November
2017 legally confirmed in the form of an Act by
the Croatian Parliament.

The maximum withholding tax rates between
the two countries are agreed as follows:

* 5% on dividends, if the beneficiary owner of
income is a company (except for a partnership)
that owns at least 25% of the capital of the
company paying the dividend;

* 10% on dividends in all other cases;

* 5% on interests;

® 5% on royalty income.
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The Agreement defines in detail all relevant
terms such as resident, permanent establish-
ment, affiliated companies, dividend, interest,
property, a vast range of income (profit, salary,
income from real estate, board member’s fees,
royalties, students, etc.), removing thus a
significant portion of misinterpretation or
misuse of the information contained therein.
One particularity related to the definition of the
permanent establishment relates to the con-
struction industry: a construction site or a con-
struction or installation project shall be consid-
ered as a permanent establishment only if it
lasts more than twelve months. Furthermore,
the agreement introduces a clause on the
profit from international transportation, regulat-
ing the use of profit from the operation of
ships, aircrafts of road vehicles in international
transportation. The rest of the provisions follow
the standard structure and principles of the
OECD model.

Croatian companies operating in Kosovo will
finally get the opportunity to enhance their
commercial presence in this non-EU country.
Numerous efforts from both sides have result-
ed in a favorable agreement on avoidance of
double taxation which will open new prospects
for Croatian entrepreneurs. Kosovo is heavily

The Agreement introduces
numerous tax reliefs in a variety
of income types, and it has set
the stage for the boost of
exchange of goods and services.

investing in its infrastructure, telecommunica-
tion and construction industry and has great
potential for important projects in the energy
sector. It is also very interested in attracting
investors from Croatia, strengthening thus the
political partnership assisting Kosovo’s efforts
in joining NATO and the European Union.
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= Macedonia

New calculation

and payment method
of personal tax from
the 1 January 2018.

With the Law on Amending the Law on Personal Income Tax ("Official Gazette of the Republic of
Macedonia" No. 190/2017), from 1 January 2018 a new procedure for calculating and paying the
personal income tax liabilities is introduced, that is, the calculation of the tax will be done by sub-
mitting an Electronic Income and Tax (e-PDA) account to the Public Revenue Office through the
new e-Tax system e-pdd.ujp.gov.mk
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Who has an
obligation to submit

Electronic Income
and Tax (e-PDA)?

* Payers of income (legal entities and SVD who
keep business records) - when they pay income
on all grounds (which are subject to taxation,
and for certain revenues for which they do not
have a full or partial obligation to calculate and
pay PIT) to natural persons - residents of the
Republic of Macedonia and non-residents,
except for payment of salaries to employed
persons.

* Resident natural persons who earn income
from other natural persons and income from
abroad, except for income from performing
independent activity.

e Natural persons - non-residents who earn
income from other natural persons in the
Republic of Macedonia.

“The Electronic Income and Tax (e-PDA)
brings with it the reduction of the adminis-
trative burden and the simplification of the
procedures for registration and payment of
personal income tax.”

With the introduction of new user-oriented
personal tax services, alongside several benefits
of the administrative burden also reduces the
obligations for taxpayers (payers of revenues,
business executives and citizens) for submitting
reports and reports to the PRO, as follows:

“The Electronic Income and Tax
(e-PDA) brings with it the reduc-
tion of the administrative burden
and the simplification of the
procedures for registration and
payment of personal income tax.”

REIMBURSERS - With the introduction of the
Electronic Calculation (e-PPD), the payers of
income tax, starting with the payments from 1
January 2018, will no longer have the obligation
to issue to each taxpayer a summary for the
total paid in advance, as well as to submit
annual or monthly reports of PDD-GI, PDD-GI /
OZP, PDD-GI / OCO, PIT-MI/ IS.

Also, the payers through the e-pdd.ujp.gov-
.mk system for payment of income to the physi-
cal Non-resident persons will have an overview
of the submitted requests for the use of tax
rates under the contracts of double taxation
and double exemption (Application for exemp-
tion from income tax B-ODD and Request for
relief or exemption from income tax by types of
income B-ODD / HR), as well as the approvals
from the Public Revenue Office issued after the
submitted requirements. In the Electronic
Calculation (e-PPD), the tax on income to be
paid to a non-resident will be calculated at the
tax rate of the international agreement accord-
ing to the approval of the Public Revenue Office.

CITIZENS - With the introduction of the Elec-
tronic Calculation (e-PPD), the citizens for taxa-
ble income, realized in the country or abroad,
starting from 1 January 2018, do not have more
obligation for submitting advance tax returns
PIT-ADP / PI, PIT-ADP / KD and PIT-ADP / DP.
Starting from 2019, the Public Revenue Office
will issue a completed Annual tax return to the
citizens through the system e-pdd.ujp.gov.mk
for the revenues that will be realized in 2018.
Citizens will be obliged only to confirm or
correct the application.
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PHYSICAL PERSONS WHICH REACH OUT-
SIDE SALES OF OWNED AGRICULTURAL
PRODUCTS - With the legal changes and new
tax procedures for personal income tax, individu-
als that generate income from the sale of their
own agricultural products for the income earned
as of 1 January 2018 have no obligation to
submit the Application for registration of the
bonds that earn income from agricultural activity
PRO-RDP / W and Request for lump-sum taxa-
tion for realised revenues from agricultural activity
PIT-PZ.

ALL TAX BILLS who are obliged to submit the
Electronic  Calculation (e-PPD) through the
system e-pdd.ujp.gov.mk will have the opportuni-
ty to review the amounts of the paid personal
income tax after the submitted Electronic Calcu-
lations (e-PPD), as well as submit and review the
submitted Requests for the return of wrongly
collected PIT. There will be no obligation to submit
Requests for redirecting a wrongly paid PIT.

Changes
in Personal
Income Tax

The Law on Amending and Supplementing the
Law on Personal Income Tax introduces a new
procedure for calculation and payment of person-
al income tax liabilities, i.e. the calculation of the
tax will be done by submitting an electronic calcu-

Electronic calculation of income
and tax is obliged to submit payers
of income legal entities when
paying income on all grounds.

lation of income and tax (e-PPD) to the Public
Revenue Office through the new e-personal tax
system.

"Electronic calculation of income and tax is
obliged to submit payers of income legal entities
when paying income on all grounds of natural
persons residents of the Republic of Macedonia
and non-residents, except for payment of salaries
to employed persons. Residents of individuals,
who earn income from other natural persons and
income from abroad, except for self-employed
income, as well as non-resident natural persons,
who generate income from other natural persons
in Macedonia, informs the Public Revenue Office.
The Public Revenue Office informs that with the
introduction of the electronic calculation (e-PPD),
the citizens for the income that are subject to
taxation, which are realized in the country or
abroad, starting from 1 January 2018, have no
longer an obligation to submit advance tax
returns PIT-ADP / PDD-ADP / KD and PDD-ADP
/ DP.

Starting from 2019, the Public Revenue Office will
issue a completed annual tax return to the
citizens through the system e-pdd.ujp.gov.mk
for the revenues they will realize in 2018. The
citizen will be obliged only to confirm or correct
the application.

The Public Revenue Office also adds that with the
legal changes and new tax procedures for
personal income tax, natural persons earning
income from selling their own agricultural prod-
ucts for the earnings earned from this day do not
have an obligation to apply for registration of
income earning bonds from agricultural activity.
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B Montenegro

IMF Urges
Montenegro

To Increase
Consumption Taxes

The International Monetary Fund has recommended that Montenegro should make its tax system

more conducive to economic growth by removing taxes on labor and transferring them to con-
sumption and environmental taxes.
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In its latest report on the economy of Montene-
gro, the IMF said that high taxes on labor inhib-

its growth and supports the informal economy.

"Combined with a labor tax wedge of close to 40
percent, any employment in the formal sector
results in a net loss of income for low-income
workers, providing a strong disincentive for formal
work," the IMF said in its concluding statement.
Revenue losses from reforms to labor taxation
could be replaced by increasing environmental
taxes and lowering tax expenditures, the IMF
proposed.

"A higher coal excise would promote investment
in cleaner energy sources and tax an activity with
negative externalities (coal burning) rather than a
desired activity (work)," the statement said.
"Reductions in tax expenditures for the VAT and
corporate tax also hold significant revenue poten-
tial."

The IMF said it was concerned that the VAT base
was "narrowing".

"A higher coal excise would pro-
mote investment in cleaner energy
sources and tax an activity with
negative externalities (coal burn-
ing) rather than a desired activity
(work)," the statement said.

Kickoff Conference

on the Twinning

project with Spanish
Tax Administration

held on the 1st of March

A kick-off conference for the EU funded twinning
project (IPA 2014) “Support to Tax Administration
“which is being implemented by FIIAPP with the
Spanish Tax Administration and the Montenegrin
Tax Administration as twinning partners, was
held on the 1 March 2018 in the premises of the
EU Info Centre. The conference was attended by
high representatives of the EU, Spain and Mon-
tenegrin public administrations, as well as the
staff of the Montenegrin Tax and Customs
Administration and representatives of the taxpay-
ers associations in Montenegro.

The project leaders from the Spanish and Monte-
negrin administrations, Mr. Juan Jose Fernandez
Sanchez, and Mr. Andelko Jovanovi¢ presented
the realisation plan for all four components —
harmonisation of the legal framework in the field
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of taxes and excise; establishment of the efficient
training program for the MTA staff; preparation of
the basis for automatic exchange of information
and the establishment of the Central Liaison
Office; and the detailed analysis of the existing IT
capacities, and definition of requirements for
interconnectivity and interoperability with the EU
systems.

The project “Support to Tax Administration “is the
first twinning project in the Tax Administration of
Montenegro, and it will involve numerous stake-
holders apart from the tax officers, such as Minis-
try of Finance and Customs Administration, and
business and taxpayer’s associations, as the
main contact point for communication with
taxpayers and promotion of voluntary tax compli-
ance. The value of the project is EUR 1 million,
where the EU contribution is EUR 900,000, and
the co-financing of the Montenegrin government
is EUR 100,000.

Combined with a labor tax wedge
of close to 40 percent, any employ-
ment in the formal sector results in

a net loss of income for low-in-
come workers.

A rise In the
VAT rate from
19% to 21%

The basic amendments and supplements to the
VAT Law refer to the increase of the rate from
19% to 21%, which applies from 1 January 2018.
This should contribute to the creation of higher
budget revenues. Amendments envisage an
increase in only the general rate, while the basic
rate is retained to preserve the living standard of
citizens.

Amendments to the VAT Law also foresee a
reduction in the limit value for commercial postal
items for which customs duties and VAT are not
paid, from EUR 150 to EUR 75. The Assembly
also adopted the Law on the Market of Agricultur-
al Products, as well as the amendments to the
Law on Energy.

Adopted by the amendments to the Law on
excises, a new excise product — coal is envis-
aged, to which the excise tax will be paid from 1
January 2018.

[Sources: http://www.poreskauprava.gov.me,
https.//www.tax-news.com]
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Slovenla

Tax news from 1st January to 30th April

Slovenia

Changes
In Income Tax

Hardly any amendments were made to the Slovenian Tax Law as of 1 January 2018 due to the
upcoming election of a new Parliament. The amendments mainly refer to accompanying meas-
ures to the law on cross-border services, IFRS 9, and to undesired effects of tax advantages
related to lump sum deduction in the past. Due to the cross-border service provision law (Zakon
0 ¢ezmejnem izvajanju storitev) the” export “of employees, which have little or no business activi-
ty in Slovenia, will be prevented. As of 1 January 2018, every service, which is performed abroad,
will be regarded as a secondment.

Newsletter SEE 1/2018 page 31



Income tax

Secondments

Due to the cross-border service provision law,
many business trips would have been requalified
as a secondment. In the past, short-term activi-
ties up to 3 months at the premises of a foreign
client/customer generally qualified as business
trips. Without accompanying measures in income
tax law, accommodation costs, for example, paid
by the employer, will be seen as benefits in kind,
and covering additional expenditures at the place
of activity (daily allowances) would been regarded
as taxable income. To cope with the conse-
quences of the re-qualification, many changes in
favour of the employees were introduced:

Health insurance coverage for foreign activities
is not subject to a benefit in kind.

In case of a secondment, daily allowances in
the amount of EUR 6.12 are exempt from tax.

In the case of an uninterrupted secondment of
up to 30 days and in the case of truck drivers for
long-distance transport of up to 90 days, daily
allowances are still exempt from tax. In the case
that the limits of 30 resp. 90 days are exceeded,
daily allowances increased up to 80% are still
exempt from tax.

Transportation costs between one’s residence
and one’s place of employment are tax exempt
during the uninterrupted secondment as well.

In the case of an uninterrupted secondment of
up to 90 days, providing accommodation is not
subject to a benefit in kind.
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Hardly any amendments were
made to the Slovenian Tax Law
as of 1 January 2018 due to the

upcoming election of a new
Parliament.

In the case of an uninterrupted secondment
exceeding 30 days, 20% of the salary (capped at
EUR 1,000 and subject to several other require-
ments) is exempt from tax.

Performance bonus

In the case of an uninterrupted secondment
exceeding 30 days, 20% of the salary (capped at
EUR 1,000 and subject to several other require-
ments) is exempt from tax.

Lump sum expenses deduction

Corporate income could relatively easily be taxed
at a very favourable tax rate if preconditions are
met. To avoid abuse, turnover thresholds, as well
as an absolute cap of the lump sum deduction,
have been implemented, to avoid a specific split-
ting of family income.

Corporate income tax

The Corporate Income Tax Law in conjunction
with IFRS 9 determines that the non-tax-deducti-
ble assessment of financial tools due to their reali-
zation or other cases of disposal has to be part of
the tax base.

The tax rate remains at 19%.

Minimum salary

As of 1 January 2018, the minimum salary
amounts to EUR 842.79.
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Serbia

IFRS 16 Lease

IFRS 16 will enter into force in 2019. It makes significant changes in terms of the accounting of
leases and will have a major impact on tenants entering into significant lease contracts that are
now recorded as operating leases. The biggest change will be that the leased asset will be capi-
talized in the books of the lessee, along with the obligation for the relevant leasing payments. This
will have a significant impact on financial indicators (ratios) and on borrowing costs.

Newsletter SEE 1/2018 page 33




According to the data of the Republic

IFRS 15 Revenue from
Contracts with Customers

IFRS 15 provides a new and detailed approach to
accounting inclusion of revenues and is assumed
to have an impact on a large number of indus-
tries. It is based on a new five-step model and
contains a comprehensive set of requirements
that differ from existing guidelines in IFRS. The
most significant changes brought about by IFRS
15 were in the telecommunications, real estate,
construction and engineering sectors and the
automotive industry. Small and medium-sized
enterprises are advised to prepare for the imple-
mentation of the new standard.

Average Annual
Salary in 2017

According to the data of the Republic Institute for
Statistics, published in "Official Gazette of RS",
no. 7/2018, the average annual salary per
employee in the Republic of Serbia in 2017 was
791,712 dinars. Annual tax on citizens' income
for 2017 is paid by natural persons - residents
and non-residents that in 2017 made a total taxa-
ble income above 2,375,136 dinars.

Law on Accounting -
Corporate stamps will no
longer be in use

The reforms that were undertaken were aimed at
facilitating business to facilitate the economy.
Entrepreneurs can now register their new compa-
nies electronically, meaning that they do not have
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Institute for Statistics, published in
"Official Gazette of RS", no. 7/2018,
the average annual salary per
employee in the Republic of Serbia
in 2017 was 791,712 dinars.

to go to APR to register a company. All tax returns
from this year can also be submitted electronical-
ly, as conditions for use of the electronic invoices
have been created as well as the conditions for

Annual Citizen
Income Tax in 2017

On March 28, 2018, the Ministry of Finance pub-
lished an Explanation on the Annual Income Tax
for Citizens for 2017.

The taxpayers of the annual citizen income tax
are the taxable residents of the taxable income in
the world and taxable non-residents for income
earned on the territory of the Republic of Serbia

Non-recoverable amount

The non-recoverable amount of income for 2017,
according to the data of the republic authority in
charge of statistics, is 2,375,136 dinars. The
average annual salary per employee in the
Republic of Serbia paid in 2017 was 791,712
dinars, according to the data of the Republic Insti-
tute for Statistics.
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The most significant changes
brought about by IFRS 15 were
in the telecommunications,
real estate, construction and
engineering sectors and the
automotive industry.

Personal deductions

The taxpayer, when calculating taxable income,
has the right to use personal deductions deduct-
ed from income tax. In 2017, these personal
deductions are as follows:

for taxpayers - 40% of the average annual salary
per employee, which amounts to RSD 316,685;

for the dependent family member - 15% of the
average annual salary per employee, per
member, which amounts to RSD 118,757.

Tax rates

The annual tax on citizens' income is calculated
and paid depending on the amount of taxable
income realised in the amount of;

up to 4,750,272 dinars - a tax rate of 10% is
applied;
over 4.750.272 dinars - a tax rate of 15%.

Income to be taxed

The subject of taxation by annual tax on citizens'
income is the following forms of income realized
in the period from 01.01.2017 to 31.12.2017:

Earnings from Articles 13 to 15b;

taxable income from self-employment referred-
to in Article 33, paragraph 2 and Article 40;

taxable income from copyright and related
rights and industrial property rights referred to in
Articles 55 and 60;
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taxable income from immovable property
referred to in Article 65v;

taxable income from leasing movable items
from Article 82, paragraphs 3 and 4;

the taxable income of athletes and sports
experts referred to in Article 84a;

taxable other income referred to in Article 85;

Income from previous points realized and taxed
in another country for tax residents.
At the same time, the announcement states that
the highest annual contribution base for compul-
sory social insurance for 2017 is 3,793,175
dinars. The tax return for determining the annual
income tax for citizens for 2017 should be sub-
mitted on the PPDG-2R Form ("Official Gazette of
RS", No. 90/17) no later than 15 May 2018. The
tax return can be submitted by the taxpayer in
electronic or hardcopy form.
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The new Law on Foreigners was
adopted on March 22, 2018. and will

be applied six months from the date of

New Law
on Foreigners

The new Law on Foreigners was adopted on
March 22, 2018. and will be applied six months
from the date of entry into force. The new foreign-
ers law contains the following changes:

It introduces the control of the Security Informa-
tion Agency, which, as the state authority in
charge of activities aimed at protecting the securi-
ty of the Republic of Serbia, is responsible for
performing security checks of foreigners. This is
executed by determining the absence/existence
of any potential risks to the security of the Repub-
lic of Serbia and its citizens in case of entry and or
residence of foreigners on the territory of the
Republic of Serbia;

It prescribed the procedures and grounds for
refusal of entry of foreigners. Foreigners can be
refused entry by a decision on a standardized
form of refusal of entry which specifies the exact
reasons for refusal of entry;

New regulatory bodies have been introduced
that were not prescribed by the Law on Foreign-
ers, which are responsible for checking the condi-
tions for issuing visas to foreigners and risk
assessment;
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entry into force.

Approval of the so-called " independent or
autonomous residence for foreigners who have
resided in the Republic of Serbia temporarily for at
least 5 years based on family reunification;

A new deadline for submitting an extension
request for temporary residence is prescribed, as
well as the possibility for the extension request to
e submitted after the expiration of the granted
temporary stay;

The new validity period of travel documents is
prescribed when applying for a temporary
residence permit;

It stipulates the possibility that if it is determined
that the alien during the term of a previously
granted temporary residence in the Republic of
Serbia spent less than half of the period for which
he was granted a temporary stay, the competent
authority may refuse a request for extension of
temporary residence;

Stricter penalties for breaching the provisions of
this law have also been prescribed.
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The main changes introduced by
the amendments to the VAT Law
are related to concession
contracts and public-private
partnership agreements.

VAT Law
Amendments

The main changes introduced by the amend-
ments to the VAT Law are related to concession
contracts and public-private partnership agree-
ments. Based on the amendments, any supply
made between a concessionaire and the provider
of the concession are not regarded as supply for
VAT purposes, and therefore are not subject to
VAT under certain conditions. This exception
applies if both parties are registered VAT payers
and if they are entitled to a deduction of input VAT
in the case of regular supply between the conces-
sionaire and the provider of the concession.

An important amendment introduces the possibili-
ty for VAT payers to reduce their output VAT if the
tax authority determines that there was a misap-
plication of the "reverse charge" calculation. If the
tax authority denies the deduction of input VAT to
the taxpayer that has applied the "reverse
charge", the taxpayer may also reduce his output
VAT based on such the tax resolution.

In order to align Serbian VAT rules with the VAT
rules in the EU, amendments to the VAT Law
introduce rules on the VAT treatment for the
supply of "investment gold". Generally, the supply
of investment gold and intermediation in the
supply of investment gold are exempted from VAT.
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Amendments also relate to the VAT position of
individuals. It is prescribed that individuals are
entitled to a VAT refund paid when purchasing
their first apartment, in cases when the purchase
price was paid to a bank account other than the
bank account of the seller, as well as when the
apartment is under mortgage or when the apart-
ment is purchased in enforcement proceedings.
Also, the supply of goods to travelers that do not
have a permanent or temporary address in Serbia
are exempted from VAT if the value of the goods
exceeds EUR 100.
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Amendments

to the Law on Tax
Procedures and
Tax Administration

The new amendments to the Law on Tax Proce-
dures and Tax Administration came into force on
April 28th.

The Government of the Republic of Serbia who
proposed the bill, has based their amendments
on the facilitation of creating conditions for the
adequate implementation of the Tax Administra-
tion Transformation Program for the period
2015-2020, as well as the Action Plan of the Tax
Administration Transformation Program for the
period 2018-2023.

Moreover, the new regulations of the basic busi-
ness functions of the Tax Administration have
been proposed. According to the proposed solu-
tions in this law, the Tax Administration performs
tax services, tax control and other activities for the
detection of tax crimes. In this way, it is proposed
that when receiving tax returns and other reports,
there will be no office controls, but it is proposed
that the processing of all tax returns and other
taxpayer reports (in hardcopy and electronic form)
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The new amendments to the Law on
Tax Procedures and Tax Administra-

tion came into force on April 28th.

be aligned with the procedure of the processing
of submitted tax returns in electronic form applied
in the Tax Administration system, as well as appli-
cations submitted via hard copy and which are
entered into the Tax Administration data system.

The provision of services to taxpayers entails the
following:

- providing legal assistance to the taxpayer about
his rights and obligations prescribed by law,

- receiving a request for recognition of rights or
other treatment in a tax administrative matter,

- providing legal assistance in filing out tax
returns, compiling requests and providing other
legal assistance of importance for compliance
with tax regulations,

- informing the applicant of the actions taken in
the tax procedure and the adopted tax adminis-
trative acts,

- receiving, processing and recording of tax
returns.

The proposal stipulates that the beginning of the
application of these provisions on January 1,
2019, in order for the tax authority to have suffi-
cient time to prepare the activities that are unsuit-
able for the establishment of the proposed legal
solution.

In addition, the following amendments and sup-
plements to the provisions of the ZPPPA are
prescribed as reasons for the adoption of this
Law:

- Amendments to the provisions of the ZPPPA,
which regulate the working status of employees
in the Tax Administration
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Serbian Tax Authorities have drawn
special attention to amendments of
the Law which are concerned with
the measures of a temporary ban
on performing business activities
during tax controls.

- Amendments to the provisions of the ZPPPA
regulating the procedure of regular and enforced
collection of taxes and supplementary tax pay-
ments which are carried out, above all, in order to
increase the efficiency of regular and enforced
collection of taxes.

Regarding harmonization with the provisions of
the law regulating the electronic document, elec-
tronic identification and services of trust in elec-
tronic commerce, the electronic delivery of tax
documents is regulated, as well as electronic
communication of the Tax Administration with
taxpayers.

The Office for Information Technologies and Elec-
tronic Administration, has proposed to establish a
central unified Information System comprised od
Local Tax Administrative offices, starting from Jan-
uary 1, 2019.

Serbian Tax Authorities have drawn special atten-
tion to amendments of the Law which are con-
cerned with the measures of a temporary ban on
performing business activities during tax controls.
According to the latest amendments, taxpayers
can face being banned from performing their
usual business activities up to one year if the
following is determined by the tax inspection:

- If the taxpayer fails to provide credible documen-
tation for goods and services, crucial for determin-
ing tax.

Newsletter SEE 1/2018

- If the taxpayer avoids paying taxes for daily reve-
nue.

- If the taxpayer evades paying taxes for employ-
ees who either do not have a contract or any kind
of formal work engagement and are not registered
for social security contributions.

- If the taxpayer fails to register the sale of goods
or services through a fiscal cash register.

- If the taxpayer is involved in the organization of
games of chance without the prior approval from
the Ministry of Finance.

The provisions of this Article shall apply to the
irregularities determined by the decision in the
procedures of tax audits issued from the date of
entry into force of this Law.

X

page 39



——
.
. L

ount Tara with endless

+  evergreen and deciduous
. forests, lush pasturesand

L
f

;’%;. + ! : O
- vast meadows isone of

' the most beautiful -~ -

corners of Serbia. -




Eriona Dobrovoda

Tax Advisor
Tel: +355 68 904 4437

Zrinka Bratié
Certified Auditor, Tax Advisor

Tel: +385 1 4606 962
Email

Macedonia

Nadica Mladenovska

Tax and Legal Advisor

Tel: +3892 311 11 44
Email

Luka Vremec
Certified Auditor

Tel: +386 1 5411944
Email

Confida SEE is a regional leader in
tax, audit and consulting.

The key to our success in SEE lies in the
high level of services and the exceptional
technical skills and knowledge of our team;
which perceives the specific needs of

each of our clients. Our vast international
experience is reflected in our flexibility in
cross-border communication and
cooperation with all our offices.

Nedzad Madzak

Certified Public Accountant,
Certified Auditor, Tax Advisor

Tel: +387 33 562 741
Email

Virtyt Ibrahimaga

Tax and Legal Advisor

Tel: +383 (38) 227 358

m
3
D

Montenegro

Sladjana Raic¢kovié

Tax Advisor

Tel: +382 69 024 898

Nevenka Petrovié

Tax Advisor

Tel: +381 60 3755 588
Email


mailto:edobrovoda@gmail.com
mailto:nedzad.madzak@ecovis.ba
mailto:z.bratic@confida.hr
mailto:virtyt.ibrahimaga@lawfirm-iot.com
mailto:nadica@kompanijanm.com.mk
mailto:sladjana.raickovic@financeplus.me
mailto:luka.vremec@gmrevizija.si
mailto:n.petrovic@confida.rs

