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Azerbaijan 

Draft law on amendments to the law of the Republic of Azer-
baijan “On currency regulation“ 
 
On 19 January 2016 Milli Mejlis (the Parliament of the Republic of Azerbaijan) released 
on its official website a first draft law implementing a number of amendments to the ex-
isting Law “On currency regulation". According to the draft Law, a 20% compulsory levy 
should apply to export of currency out of the Republic of Azerbaijan by resident and non-
resident natural persons and legal entities for the purposes of acquisition of real estate, 
land and securities, as well as for direct investment from Azerbaijan abroad. 
 
At the same time, the draft Law states that export of currency for the purposes of medical 
treatment, education, execution of court decisions and decisions of foreign law enforce-
ment bodies in foreign countries should not be subject to the 20% levy. The draft Law fur-
ther states that currency transfers made by natural persons to their parents and close rel-
atives in the amount exceeding USD 50,000 within one calendar year should also be sub-
ject to the levy, applicable to the part of funds exceeding USD 50,000. 
 
Furthermore, export of currency by resident legal entities to their overseas branches and 
representative offices exceeding the amount of USD 50,000 (or an equivalent thereof in 
any other currency) within one calendar year should be subject to the 20% levy, applica-
ble to the amount exceeding USD 50,000. 
 
At this moment there are lots of confusing and unclear points in the draft law, e.g., who 
will monitor collection of the 20% levy, how it will reconcile with the tax legislation, what 
would be the penalties for violation, to what extent provisions of this proposed Law would 
apply to banks, insurance companies and investment funds, as well as many others. We 
are keeping this issue under constant watch and discussing with the relevant Governmen-
tal Bodies in order to understand the potential implications of this proposed Law on the 
business community. As soon as we have more details on the above, we will inform you 
without a delay. 
 
Presidential Decree on Approval of Amendment on Simplification of Cus-
toms Clearance Measures 
A Presidential Decree, dated 14 January 2016, abolished the exemption from the customs 
duties the goods (except for excisable goods, auto-transport vehicles and items consid-
ered necessary for traveler’s needs) of total customs value up to USD10,000 (or equiva-
lent thereof in another currency), imported into Azerbaijan by individuals and not con-
sidered for production or commercial use. The new exempt amount is now USD 1,000. 
 
Presidential Decree on Dissolution of the State Procurement Agency 
According to Presidential Decree of 16 January 2016 “On dissolution of the State Procure-
ment Agency of the Republic of Azerbaijan”, the duties and functions of the State Pro-
curement Agency and the state property in its possession have been transferred to the 
State Service for Antimonopoly Policy and Protection of Consumers’ Rights under the 
Ministry of Economy of the Republic of Azerbaijan. 
 
Presidential Decree on Approval of Rules for Issue of Investment Promotion 
Certificate 
According to Presidential Decree of 19 January 2016 “On approval of rules for issue of in-
vestment promotion certificate” for the purposes of expansion of investment activities, 
improvement of business environment, and increase of industrial production, an invest-
ment promotion certificate will be granted to entrepreneurs in order to benefit from the 
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incentives stipulated in the Tax Code and the law “On customs tariffs”. Pursuant to these 
rules, the Cabinet of Ministers shall identify the types of business activities, the minimum 
amount for the scope of investment projects, and the territorial units where such activi-
ties will be conducted.  
 
Simplification of Visa Obtainment Procedures 
According to the information released on AZAL’s official web-site, effective 1 February 
2016, citizens of Qatar, Oman, Saudi Arabia, Bahrain, Kuwait), Japan, China, South Ko-
rea, Malaysia and Singapore will be able to get a 30-day single entry visas upon their arri-
val at visa centres in all international airports of Azerbaijan. 
 
Promotion of investments 
On 19 January 2016 a draft law on promotion of investments was published on the official 
website of Milli Mejlis (the Parliament of the Republic of Azerbaijan). Application of tax 
and customs concessions serves as a key component of the investments promotion. The 
draft law envisages the following concessions and exemptions for 7 years:  
 
√ An individual and a private entity obtaining an Investments Promotion Document 
(IPD) from the Ministry of Economy shall be entitled to an exemption of 50% of the in-
come (profit) tax rate from the moment of obtaining this document; 
 
√ An individual and a private entity obtaining the IPD shall be entitled to an exemption 
from land and property taxes from the moment of obtaining this document; 
 
√ Machinery and equipment imported on the basis of the IPD shall be exempt from cus-
toms duties. 
 
Changes to the Tax Code 
Annual interest income on deposits of individuals paid by the local banks and branches of 
foreign banks operating in the Republic of Azerbaijan, as well as dividends on investment 
securities paid by the issuer, discount and interest income will be exempt from income 
tax for 3 (three) years starting from 1 February 2016. 
 
Law of the Republic of Azerbaijan ‘On public legal entities’ 
On 3 February 2016 the Law ‘On public legal entities’ published and came into force. This 
new Law introduces a new organizational form of legal entity in Azerbaijan - a public legal 
entity. Pursuant to the Law, a public legal entity, being not a state or a municipal body, 
may be established only either by the state, 0r by a municipality for the purposes of carry-
ing common state or publicly important activities in Azerbaijan. A public legal entity has 
its own charter, property and charter capital formed by property contributed thereto by 
its founder(s). State and municipal property contributed to the public legal entity may be 
used only for the purposes indicated in its charter. Neither the state, nor municipalities 
are responsible for obligations of the public legal entity; they carry the risk for the dam-
ages caused in accordance with activity of the public legal entity to the extent of the value 
of the property contributed by them to the charter capital of the public legal entity. Incor-
poration, re-organization and liquidation of the public legal entity is regulated by the Civil 
Code of the Republic of Azerbaijan and its respective charter. The Cabinet of Ministers of 
the Republic of Azerbaijan is duly instructed to prepare its recommendation package for 
ensuring the compliance of other related legislative acts to the law ‘On public legal enti-
ties’ within 3-5 months.  
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Presidential Decree ‘On establishment of Chamber for Control over Finan-
cial Markets’ 
A new public entity - Chamber of Control over Financial Markets (CCFM) - was estab-
lished by the Presidential Decree on 3 February 2016. The CCFM replaces State Commit-
tee for Securities of the Republic of Azerbaijan, Financial Monitoring Service under the 
Central Bank of the Republic of Azerbaijan and State Insurance Supervision Service of the 
Ministry of Finance of the Republic of Azerbaijan, which should be abolished and all state 
property under their use should be transferred to CCFM upon the charter of CCFM comes 
into force. The functions of CCFM include improvement, regulation and control over the 
securities market, investment funds, insurance and credit organizations, as well as en-
hancing control system for prevention of legalization of criminally obtained funds or any 
other property and financing of terrorism. A working group has been established in order 
to prepare recommendation package for ensuring compliance of the existing Laws ‘On se-
curities market’, ‘On banks’, ‘On the Central Bank of the Republic of Azerbaijan’, ‘On non-
bank credit organizations’, ‘On insurance activity’, and to take necessary actions for oper-
ation of CCFM.  
 
Presidential Decree ‘On establishment of Board of Appeal in central and lo-
cal executive bodies’ 
On 3 February 2016 the Presidential Decree ‘On establishment of the Boards of Appeal in 
the central and local executive bodies’ came into force. According to this Decree, the ma-
jor reason for establishment of the Boards of Appeal is ensuring transparency and objec-
tivity in consideration of complaints submitted by individuals or legal entities engaged in 
business activities, and securing their rights and interests. Separate Presidential Decrees 
of 3 February 2016 also approve ‘Sample Regulations for Boards of Appeal of central ex-
ecutive bodies’, and ‘Sample Regulations for Boards of Appeal of local executive bodies’, 
according to which appeals on resolutions, acts or omissions of central and local executive 
bodies should be submitted to the respective Boards.  
 
Written resolutions adopted by the Boards upon consideration of complaints may be ap-
pealed through the Board of Appeal under the President of the Republic of Azerbaijan. In-
formation on the adopted resolutions should be published via mass media and on the offi-
cial web site of the Board. 
 
Presidential Decree ‘On establishment of Board of Appeal under the Presi-
dent of the Republic of Azerbaijan’ 
On 3 February 2016 the Presidential Decree ‘On establishment of the Board of Appeal un-
der the President of the Republic of Azerbaijan’ came into force. According to this Decree, 
the Board is created in order to provide a multistage appeal process and to improve com-
pliant procedures from resolutions, acts, or omissions by the central and local executive 
bodies. 
 
In accordance with the Regulations of the Board of Appeal under the President of the Re-
public of Azerbaijan, approved by a separate Presidential decree dated 3 February 2016, 
the Board has to ensure consideration of appeals on resolutions, acts or omissions by the 
boards of appeal of central and local executive bodies, submitted by individuals and legal 
entities. 
 
Execution of written resolutions adopted by the Board upon consideration of appeals are 
mandatory for all central and local executive bodies, individuals and legal entities.  
Nevertheless, adoption of the Board’s resolution does not prevent individuals and legal 
entities to submit their appeals on Board’s resolutions in judicial order in accordance 
with the existing Law ‘On administrative procedure’. 
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Information on the adopted resolutions shall be published via mass media and on the of-
ficial web-site of the Board. 
 

Your local contact person:  
 
Aysel Suleymanova 
Marketing & Communications Manager 
Aysel.suleymanova@az.pwc.com 
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Bulgaria 

Amendments to the regulations for application of the VAT Act 
 
State Gazette № 8 from 29 January 2016 promulgated amendments to the Regulations 
for application of the VAT Act, which introduced amended requirements for the VAT 
reporting of the private use of goods and services, new rules for the EU cross-border 
supplies of services between a head office and a branch or division as well as other 
changes which may have an impact on your business. 
 
Amendments to the VAT reporting of the private use of goods and services 
In relation to the VAT reporting of the private use of goods and services, the following 
amendments to the VAT compliance documents are introduced: 
 
 In the sales ledger, column 12 is renamed to "VAT charged on supplies under column 

11 and VAT (20%) charged in other cases envisaged in the law", whereas column 16 is 
renamed to "VAT charged on supplies of goods and services for personal needs". 

 In the VAT return, additional description is added to cells 16, 18, 19 and 23. 
 In the electronic files that should be submitted to the tax authorities, the description 

of the relevant fields are also amended correspondingly. 
 
The VAT charged on the personal use of goods and services should be reported in col-
umn 16 "VAT charged on supplies of goods and services for person needs" of the sales 
ledger. The amended reporting documents will be applied for periods after 1 February 
2016. The forms valid so far will be applicable for the VAT reporting documents and 
files for January 2016. 
 
New rules for EU cross- border supplies of services between a head office 
and a branch / division or between branches / divisions 
Under the new rules, the cross- border supplies of services between a head office partici-
pating in a VAT group in another EU Member State and its branch / division established 
in Bulgaria, or vice versa, are subject to the general VAT regime for the supply of services. 
The same rules apply for the cross-border supplies of services between a branch / division 
participating in a VAT group in another EU Member State and another branch / division 
of the same entity established in Bulgaria. 
 
Amended rule for the calculation of the taxable base 
Under the new rule, the taxable base should be increased with all taxes and fees due, if the 
following conditions are simultaneously met: 
 
The taxes and fees are paid in the name and on behalf of the supplier. The supplier re-
quests them. 
 
VAT rules for improvements of goods used for private purposes 
According to the amendments, in the case of improvements of goods used for private 
purposes, VAT is due for the improvements provided that the input VAT on them has 
been deducted wholly or partially even if the input VAT for the goods has not been de-
ducted. 
 
New requisite of the protocol for correction of exercised VAT credit 
In the cases when a protocol for correction of VAT credit is issued, in addition to the other 
mandatory requisites, such protocol should now also include the number and date of the 
document/s under which the right of input VAT deduction was exercised. 
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Additional requisites for the written confirmation in the cases of performed 
intra-Community supplies from Bulgaria 
In the case when a written confirmation is used for proving that the goods have been re-
ceived in another EU Member State, the written confirmation should also contain the le-
gal capacity of the person handing over the goods as well as the name and the legal ca-
pacity of the person receiving the goods in the other EU Member State. 
 
Introduction of specific rules for the submission of the list of available as-
sets 
According to the new rules, if the list of available assets at the date of VAT registration / 
second VAT registration, or the list of assets in case of legal succession, contain more 
than 5 entries, the list must be submitted electronically only. 
 
Amendment to the calculation of the pro rata coefficient 
The rules for the rounding of the pro rata coefficient for input VAT deduction are 
amended. 
 
Before the amendments, the pro rata coefficient was rounded up mathematically, 
whereas now the coefficient should be rounded up again to the second digit after the 
comma but to the higher number. For example, before the amendments if the coefficient 
is between 0,131 and 0,134 the rounding is to 0,13 and according to the new rules 
it will be 0,14. 
 
Your local contact person:  
 
Irina Tsvetkova Partner 
Tax and Legal Services Leader 
irina.tsvetkova@bg.pwc.com 
 
Paul Tobin Partner 
Tax Services  
paul.tobin@bg.pwc.com 
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Czech Republic 

Changes in the reverse charge procedure will affect electricity 
and gas traders  
 
Electricity and gas traders will now pay VAT from the purchased commodities in the re-
verse charge regime. The regime shall also be applicable for certificates for electricity from 
renewable sources. 
 
The newly approved government regulation, effective 1 February 2016, includes the possi-
bility of a written agreement between the seller and buyer regarding the application of the 
reverse charge procedure for select goods (cereals, metals, mobile phones and other elec-
tronics) as well as for transactions with a value below the set limit of CZK 100 thousand. 
Tax authorities shall not question the process in the case of a written agreement. 
 
The financial administration is currently preparing a notice concerning the reverse change 
regime between electricity and gas traders, which should help its application. The Czech 
Republic and Slovakia together are working at the European Commission towards extend-
ing the reverse charge regime also for milk and meat. 
 
The Double Tax Treaty with Liechtenstein is in force 
The Double Tax Treaty between the Czech Republic and Liechtenstein, in force since De-
cember 2015, should increase legal certainty for potential investors from both countries. 
The treaty allows withholding tax on dividends to be reduced to zero. Adjustments in the 
exchange of information in tax matters are relevant for the implementation of this treaty 
and for the mechanisms helping to prevent possible tax evasion and fraud. 
 
Also, Liechtenstein together with Switzerland signed an agreement with the EU on auto-
matic exchange of information on financial accounts within the OECD framework. Na-
tional financial authorities should have an overview of the countries where their taxpayers 
have bank accounts and thus oversee the proper fulfilment of their tax obligations. 
 
European Commission proposes new measures against tax evasion 
The European Commission presented a package including the directive against tax eva-
sion, which contains the following measures: 
 
- ongoing taxation of the profits of controlled companies in tax havens, regardless of the 

actual dividend payment (i.e. CFC rules); 
- tax administrator’s authority to approve in advance the tax exemption option as op-

posed to the option of offsetting taxes on cross-border income (i.e. switchover rule); 
- taxation of the transfer of assets or residency abroad (i.e. exit tax); 
- obligation to respect the characterization of income from the source country (avoiding 

double non-taxation of so-called hybrid instruments); 
- limits on the tax deductibility of interest; and introduction of a general rule preventing 

the abuse of the tax law. 
 
If approved, the Czech Republic will have to implement the proposed changes into the na-
tional legislation. 
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Sources for asset depreciation may block payment of dividend 
A new test for the payment of dividends implemented by the atypical Accounting Act af-
fects companies that account for the results of research and development in assets. Divi-
dends may be paid if a company maintains disposable sources in equity that are sufficient 
for covering the residual value of own undepreciated R&D results.  
As a result, part of the disposable sources are blocked for the absorption of the future de-
preciation of R&D assets. 
 
The Chamber of Deputies will discuss the implementation of MiFID II 
The amendment of the Ministry of Finance regulating the Act on Capital Market Undertak-
ings, Act on Investment Companies and Investment Funds, Criminal Code, Criminal Pro-
cedure Code, Law on Banks and the Law on Savings and Credit Cooperatives, is proceed-
ing to the third reading in the Chamber of Deputies. The forthcoming proposal responds to 
the obligation to implement a set of EU regulations in the capital market –a directive and a 
regulation on financial instrument markets MiFID II and MiFIR, Market Abuse Regula-
tion (MAR) and the Criminal Sanctions for Market Abuse Directive (CSMAD). One of the 
things the amendment does is regulate the implementation of so-called organized trading 
venues, platforms for the trading of non-capital investment instruments. Further, it pro-
poses the regulation of trading with emission allowances and its derivatives or the possibil-
ity to forbid trading with specific investment instruments that threaten the stability of fi-
nancial markets. This is how the Ministry of Finance is responding to another EU require-
ment. 
 
New law reduces the number of nonbank loan providers 
The Ministry of Finance is preparing a new law on the consumer credit which imposes the 
obligation for credit providers to maintain capital at the minimum amount of CZK 20 mil. 
The law also reduces the contractual penalties for a consumer’s default to 0.1% of the out-
standing amount per day of delay. It also allows consumers premature repayment of hous-
ing loans, in some cases without penalty. One of the main objectives of the law is to reduce 
the number of non-bank loan providers of consumer credit. The proposal is in its content a 
reflection of the EU requirements given by the EU Directive. If it successfully passes the 
legislative process, the law will take effect in the first half of this year. 
 
European Commission agreed that double tax treaties can be discrimina-
tory 
Existing agreements on avoidance of double taxation within the EU might need to be ad-
justed. The European Commission (EC) recently addressed the problematic article Limita-
tion of Benefits in the Double Tax Treaty between the Netherlands and Japan. According 
to the EC, the agreement denies advantages to some recipients of Japanese payments in a 
discriminatory way, which contravenes EU law. 
 
Dutch entities whose owners originate from different EU countries do not have a right to 
lower withholding tax on dividends, interests or licence fees from Japan. On the contrary, 
the right was recognized for entities owned by Dutch owners or whose shares are traded on 
the Dutch stock exchange. 
 
The EC's decision, supported by the case law of the European Court of Justice, might affect 
other double tax treaties within the EU. 
 
Your local contact person: 
 
David Borkovec 
Lead Tax & Legal Services Partner 
+ 420 251 152 561 
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Estonia 
Changes in duration of national health insurance coverage 
 
Recent amendments to the Health Insurance Act, enforced as from 1 January 2016, intro-
duce a new system of national health insurance coverage for the members of management 
/ supervisory board and individual contractors who are not self- employed. 
 
Under the new regulation, the duration of coverage is linked to the corporate and payroll 
tax return ‘TSD’. In order to be eligible for the coverage, the amount of social tax reported 
for the individual must be at least at the officially set minimum rate which is EUR 128.70 
in 2016 (EUR390*33%). No longer are applicable the 14-day waiting period before one is 
actively enrolled to the system nor the two-month warranty period after the engagement 
enabling the coverage has ended. The health insurance coverage may be obtained under a 
single or multiple engagements, the main criterion is that the total of social tax reported 
and paid by all employers must be at least EUR 128.70. 
 
The coverage takes effect after the TSD is submitted and ceases when the minimum social 
tax has not been reported by the date the TSD is due (10th of each month). The coverage 
does not cease during the time the individual is entitled to receive benefits related to tem-
porary incapacity (e.g. sickness benefit). 
 
An example: An agreement for services is concluded with a member of the board on 1 Jan-
uary 2016. He is paid for the services on 31 January, at least minimum social tax is re-
ported on the form TSD which is filed on 10 February. The health insurance coverage is 
valid for the period of 11 February -10 March. If the same pattern is repeated in March, the 
coverage automatically extends to the period of 11 March – 10 April, and so on. If the ini-
tial payment to the member of the board is made on 1 February, his health insurance cov-
erage would start on 11 March, i.e. one day after the February TSD is due. 
 
Changes in Commercial Code 
 
During 2015, a number of changes were made to the Commercial Code including a few that 
have impact on profit distribution on the basis of 2015 annual report and on the report it-
self. 
 
Firstly, a further restriction was set on distribution of the profits in the cases were the 
company balance sheet as at 31 December 2015 includes development costs capitalised as 
intangible assets and which have not fully depreciated by the end of the financial year (CC 
§ 157 section 31 - concerning private limited liability companies and § 335 section 12 – 
concerning public limited liability companies). 
 
The Guidelines of the Accounting Standards’ Board define ’development’ as the application 
of research findings to the development, design or testing of new products, services, pro-
cesses or systems (for example the development of a new recipe or production process). 
 
In order to calculate the distributable profits under the new, more confining regulation, 
the balance of undepreciated development costs must be deducted from the total of profit 
(i.e. profit from the previous periods and net profit) and distributable reserves. 
 
An example: The company’s balance sheet as of 31 December 2015 includes undepreciated 
development costs at the amount of EUR 25,000. The total amount of retained profit is 
EUR 75,000. There are no distributable reserves. In this case the amount of profit that 
may be distributed is EUR 50,000, which is found by subtracting the undepreciated devel-
opment costs (25, 000) from the retained profit (75,000). 
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Another change concerns the Estonian companies that have a foreign parent company and 
which are exempt from the obligation to prepare consolidated financial report under Ac-
counting Act § 29 section 5 or 6. 
 
Such companies must submit to the Commercial Register also the consolidated group re-
port of the parent company (including the auditor’s report if the audit is mandatory). 
 
More options for private limited  companies 
 
Several amendments made to the Commercial Code in 2015 specifically concern the pri-
vate limited liability companies (’Osaühing’). Most of the new regulations, however, re-
quire changes to the articles of association before they can be applied. 
 
Examples of notable changes in private companies’ regulations include: 
 
 a private limited liability company may now issue different types (with different rights) 

of shares, making it possible to rank the shareholders by voting power and privileges, 
such as eligibility for the profits; 

 the share capital may be conditionally increased by 50%; this would allow to issue 
share-based options to create an option program for the management, employees or re-
lated parties; 

 a private limited liability company may buy back its share in nominal value not exceed-
ing 1/3 of the share capital (previously the limit was set at 1/10). 

 
Your local contact person:  
 
Hannes Lentsius 
E-mail: hannes.lentsius@ee.pwc.com 
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Hungary 

Final deadline for limited liability companies to comply with 
the new Civil Code: 15 March 2016 
 
As you may well know, the new Civil Code of Hungary (“new Civil Code”) entered into force 
in 2014. One of the important changes it introduced was raising the statutory minimum 
registered capital for limited liability companies to HUF 3 million. As previously the mini-
mum capital requirement prescribed under the Companies Act was only HUF 500,000, 
many limited liability companies (“Kfts”) could be affected by the legislation laying down 
the detailed rules concerning the new Civil Code’s entry into force, under which Kfts with 
less than HUF 3 million in registered capital must increase it to at least HUF 3 million by 15 
March 2016. 
 
The capital increase may be performed by a cash or in-kind contributions being made by 
one or more shareholder(s) or all of the shareholders collectively, or from the company’s 
capital reserves or even from a capital contribution made by a new shareholder joining the 
company. 
 
Please note that the amount of the increased registered capital need not necessarily be 
provided by the 15 March deadline, as the date for actually providing the capital can be 
set in the resolution of the shareholders’ meeting or the founder concerning the capital 
increase. This is so, because it is possible to stipulate in the company’s founding docu-
ment that the actual provision of the increased capital is to take place subsequent to 
(even by more than one year) the submission of the registration of changes request. In 
such a case, however, the company may not distribute dividends to the shareholders 
concerned until their share of the increased capital is actually provided or is deemed to 
be provided through offsetting with dividend due to such shareholders. 
 
If a company’s founding document has to be amended for the sole purpose of complying 
with the new Civil Code, the registration of changes request may be submitted to the Court 
of Registry – through a legal representative, within 30 days of the date of the resolution on 
amending the founding document – without being obliged to pay a duty or publication fee. 
 
The 15 March 2016 date may also be significant for Kfts the registered capital of which 
reaches or exceeds HUF 3 million, because the law requires all limited liability companies 
to ensure by that deadline that their founding document is in compliance with the new 
Civil Code. As the new legislation allows companies greater flexibility in regulating their 
internal matters, current founding documents will only have to be amended if they conflict 
with a provision of the new Civil Code that prohibits derogation. At the same time, because 
of rules allowing greater flexibility, it may be advisable to review a Kft’s founding document 
to satisfactorily resolve matters that used to be explicitly regulated by law, but are now left 
to the company’s shareholders discretion (e.g. determining matters falling within the com-
petence of the shareholders’ meeting) 
 
Your local contact person:  
 
Tamás Lőcsei 
Partner, Service Line Leader 
E-mail: tamas.locsei@hu.pwc.com  
Tel: +36 1 461 9358 
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Lithuania 

Services related to creation and submission of e-invoice are 
VAT taxable 
 
The Tax Authority explained how creation and submission services of e-invoice should be 
treated and taxed with VAT. Such services are supplied by banks from 1 January 2016 and 
will replace services of direct debit. 
 
As the creation and submission services of e-invoice are not essential in order to perform 
the payment for the goods/services acquired (i.e. the purchaser would still be able to choose 
the payment method), such services are not considered to be financial services, thus, are 
taxable with VAT. 
 
However, the services related to the transfer of funds should be treated as financial services, 
as the aim of these services is to transfer the payment for goods (services) acquired to the 
supplier’s account according to the information provided in an e-invoice. 
 
Letter No (18.2-31-2) RM-6 issued by the Tax Authority on 31 December 2015. 
 
Amendments to the Law on PIT related to non-taxable income 
and deductible expenses 
 
According to the amended Law on PIT, starting from 1 January 2016 interest received on 
non-equity securities and deposits kept in Lithuanian and foreign banks and other credit 
institutions will be tax exempt provided that securities were acquired or deposit contracts 
were concluded starting from 1 January 2014 and the total amount of interest received does 
not exceed EUR 500 in a taxable period. Previously such interest was tax exempt if the total 
amount of interest received did not exceed EUR 3,000 in a taxable period.  
 
New reporting on non-residents working in Lithuania 
 
Starting from 1 January 2016 a new obligation to provide notifications (form 1147) to the 
Tax Authority regarding the Lithuanian tax non-residents who are currently working or 
worked in Lithuania according to the temporary hire out agreements concluded between 
Lithuanian and foreign legal entities came into force. Notifications have to be submitted in 
those cases when individuals who are employed abroad are seconded to work in Lithuania 
for the benefit of a Lithuanian company. 
 
Online gambling introduced 
 
From 1 January 2016 the amendments allowing gambling using electronic means came 
into force. From now on the gambling operators, which have a license, may organize 
online gambling, provided that: 
 
 the Gaming Control Authority (GCA) gives a permission to operate online gambling; 

and 
 the GCA approves the regulation on operating online gambling prepared by a gambling 

operator. 
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Amendments also granted powers to the GCA while performing the supervision of the 
online gambling operators. If illegal activities are noticed, the GCA has the right, for exam-
ple, to give mandatory orders to a credit or other financial institution to suspend or termi-
nate payments or other financial operations executed by the illegal gambling operator and 
etc. 
 
Amendment to the Law on Gambling No XII-1734. 
 
New wording of the Law on Prohibition of Unfair Activities by 
Retail Trade Companies was adopted 
 
A new version of the Law on Prohibition of Unfair Activities by Retail Trade Companies 
was adopted which expands the rights of the Competition Council related to investigation 
of unfair commercial activities. 
 
The new wording of the law will come into effect as of 1 May 2016. 
 
The new wording of the Law on Prohibition of Unfair Activities by Retail Trade Companies 
No. XII-2204. 
 
Seeking to limit the right of the minority shareholders to re-
quest the re-election of the supervisory board 
 
Amendments are aiming to restore proportional shareholder participation while electing 
the supervisory and management boards and to eliminate the right of the minority share-
holders to veto the decisions made by the majority shareholders related to the formation of 
the boards. 
 
Amendment provides that the entire supervisory board would be subject to election only if 
the shareholders whose shares carry at least ½ (instead of 1/10) of all votes agree to the 
election of individual members of the supervisory board. 
 
Draft Law on Companies No XIIP-3847. 
 
Your local contact person: 
 
Kristina Krisciunaite‐Bartuseviciene,  
Tel: +370 5 239‐2300 
kristina.krisciunaite@lt.pwc.com 
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Poland 

Tax on Financial Institution Act (i.e. the banking tax) 
enters into force on 1 February 2016. It raises serious 
doubts as to the scope of taxable entities. 

In brief 
 
On 15 January 2016 the President has signed the Tax on Financial Institution Act (the so-
called Banking Tax, hereinafter referred to as “the Act”). On the same day the Act was pub-
lished in the Journal of Laws and it enters into force on 1 February 2016. The Act contains 
unclear provisions, which could give rise to serious concerns. The scope of the Act extends 
to the lending institutions, however, this term also raises doubts in its interpretation. 
 
In detail 
 
The aim and scope of the regulation 
The aim of introducing of the regulation is to tax financial institutions by about 0,44% per 
year (0,0366% per month) on the excess of their total assets beyond the determined 
amount. Therefore, simplified: 
 
 banks, 
 branches of  foreign banks, 
 branches of credit institutions, 
 credit unions 
will be required to pay the tax on the value of their total assets exceeding PLN 4 billion, 
 
 insurance companies, 
 reinsurance companies, 
 branches of international insurance companies and international reinsurance 
 companies, 
 main branches of international insurance  companies and international reinsurance 

companies 
will be required to pay the tax on the value of their total assets exceeding PLN 2 billion (the 
tax should be levied on the consolidated assets of the capital group companies), and: 
 
 the lending institutions within the meaning of the Consumer Credit Act 
will be required to pay the tax on the value of the assets exceeding PLN200 million (the tax 
shall be levied on the consolidated assets of the capital group companies). 
 
Doubts in interpretation – “lending institutions” 
The Act does not define the concept of the “lending institution” and it refers to the Con-
sumer Credit Act. 
 
Within the meaning of the Consumer Credit Act, the credit institutions shall be (with cer-
tain exceptions) the creditors, i.e. the entrepreneurs, who grant a loan to a consumer. 
Therefore all entities (even a non-financial entities like production companies), which even 
once have granted a loan to a customer, could be covered by a scope of the Act. 
 
In accordance with the Act, such entity could be taxed on its total assets exceeding 200 
million PLN. 
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In addition, the tax would be levied on the consolidated assets of the capital group compa-
nies. 
 
Exclusions 
 
In general, the Act does not contain exclusions in relation to the loans granted by the lend-
ing institutions. 
 
However, according to the Consumer Credit Act, it shall not apply to credits granted by an 
employer to his employees free of interest or at annual percentage rates lower than those 
prevailing on the market. 
 
As a result, in our opinion, an entity granting loans from the Company Social Benefits 
Fund to its employees should not be subject to the banking tax. 
 

Introduction of a General Anti- Avoidance Rule into 
Polish tax law – draft amendment to Tax Ordinance 
Act 

In brief 
 
In December 2015 Polish government published new draft version of amendments to Tax 
Ordinance Act which would introduce General Anti-Avoidance Rule (GAAR) into Polish 
tax law. According to the published draft, GAAR shall apply to all types of taxes (apart 
from VAT where other provisions are proposed to prevent VAT avoidance) and shall pre-
clude a taxpayer from obtaining a tax benefit as a result of artificial transactions. It is ex-
pected that the proposed regulations will come into force by second quarter of 2016. 
 
In detail 
 
Proposed anti-avoidance rule 
According to the published draft legal transactions with the main purpose of obtaining a 
tax advantage contrary to the tax regulations, shall not result in tax benefit. 
 
The proposed regulations stipulate that if tax authorities detect artificial transactions de-
signed mainly to gain tax benefit, tax consequences of such transactions will be assessed as 
if alternative “appropriate” transaction had taken place. What is more, if transactions car-
ried out by a taxpayer do not have any real economic or business rationale other than tax 
avoidance, tax authorities may completely disregard them. 
 
The transactions shall be deemed as artificial if they would not be carried out by a taxpayer 
acting in reasonable manner and whose objectives are not contrary to the purpose of the 
tax law. 
 
Tax rulings 
Tax rulings will not be issued, and then ones issued will not protect in case tax avoidance is 
identified. However, taxpayer will have a right to apply for a “securing opinion” to the Min-
ister of Finance instead. 
 
The taxpayer should include a description of the planned transactions and their economic 
purpose in the application. 
 
The Minister should examine the application and decide whether the described transaction 
are designed with the purpose of obtaining tax benefit within the meaning of the Tax Ordi-
nance Act 
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Entry into force 
The draft stipulates that the amendments will come into force after 14 days of the date of 
their promulgation. 
According to our information, proposed regulations are intended to go into effect in the 
beginning of the second quarter of 2016. 
 
What does it means to me? 
The main purpose of the GAAR, as announced, is to target multinational companies which 
minimize their tax liabilities in Poland by applying tax avoidance measures. However, due 
to the wide scope of the proposed anti-avoidance rule, it is possible that it will affect many 
taxpayers, including Polish companies. 
 
Having in mind draft amendment, we recommend you to analyze your tax reconciliations 
from the perspective of the proposed GAAR, as well take them into consideration when 
planning your activities. In particular it would be suggested to properly document the rea-
soning of your business decisions made. 
 

Enterprises will be obliged at the request of tax au-
thorities (during tax audits) to transmit data of tax 
register and accounting evidence (sales, purchasing, 
invoices, stock records etc.) in electronic, unified and 
detailed specified form – Jednolity Plik Kontrolny 
(JPK). 

As of July 1, 2016 enterprises will be obliged at the request of tax authorities (during tax 
audits) to transmit data of tax register and accounting evidence (sales, purchasing, in-
voices, stock records etc.) in electronic, unified and detailed specified form – Jednolity Plik 
Kontrolny (JPK), recommended by the Polish Minister of Finance. JPK is a Polish name of 
Standard Audit File for Tax (SAF-T), which is an international standard for electronic ex-
change of reliable accounting and tax data format. Given standard has been defined by the 
OECD. The format of the file is based on the XML format. 
 
New rules apply to the so-called Large Enterprises (enterprises have at least 250 employ-
ees or generate annual turnover amounting to at least EUR 50 million and annual balance 
sheet total amounting to at least EUR 43 million). For such companies, said requirements 
take effect from the 1st July 2016. For Small and Medium Enterprises, described require-
ment will come into force later – as of 1st July 2018. 
 
On December 23, 2015 the Ministry of Finance presented on its website 
(http://www.mf.gov.pl/administracja-podatkowa/dzialalnosc/jednolity-plik-kontrolny 
and http://www.mf.gov.pl/kontrola-skarbowa/dzialalnosc/jednolity-plik-kontrolny)  
test versions of the SAF-T structure.
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JPK template consists of 7 structures: 
 

 Structure 1 – accounting records 
 Structure 2 – bank statement 
 Structure 3 – warehouse  
 Structure 4 – VAT register  
 Structure 5 – invoices   
 Structure 6 – tax register of revenues and expenses 
 Structure 7 – evidence of revenue  
 

In accordance with the information provided by the Ministry of Finance, taxpayers can 
present own opinions on test version of JPK structures to January 26, 2016. 
 
Moreover, according to unofficial announcement of the Ministry of Finance, final versions 
of JPK should appear March 1, 2016. 
 

First draft of amendment to the Polish CIT and PIT 
Laws published 
 
In brief 
 
On 25 February 2016, the Polish government published draft amendment to income tax 
laws. This draft amendment would introduce new lower CIT rate @15% for so-called 
small taxpayers, as well as a number of important changes relating to catalogue of cate-
gories of non-resident income subject to taxation in Poland, exclusion of deferral of tax-
ation of share exchange, where one of primary aims of this transaction is tax avoidance, 
rules of taxation of in- kind contribution of assets (other than going concern) and appli-
cation of withholding tax exemption for interest and royalties depending on whether the 
recipient is beneficial owner thereof. 
 
In detail 
 
Lower CIT rate for small taxpayers and taxpayers commencing activities 
Under the draft amendment, a new 15% CIT rate (as opposed to standard 19%) would be 
introduced for ‘small taxpayers’ (reporting gross sales for the preceding tax year of no 
more than EUR 1.2m). 
 
Lower CIT rate would also be applicable to the taxpayers commencing business activities 
in the first year of these activities. 
 
However, the preferential rate will not be applicable in the year in which activities are 
commenced and in the subsequent year where the taxpayer (i) was formed as a result of 
merger, demerger or transformation (except transformation between limited liability com-
pany, joint-stock company and joint-stock partnership), (ii) was formed by entities that 
contributed in-kind a going concern or assets exceeding the value of EUR 10ths, (iv) was 
formed by entities that contributed in-kind assets received as a result of liquidation of 
other taxpayers. 
 
Catalogue of non-resident income subject to taxation in Poland 
Draft amendment would introduce to the CIT Law and expand in the PIT Law a catalogue 
of income categories of non-resident taxpayers which are deemed earned in the territory of 
Poland, hence subject to taxation in Poland. 
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Besides income related to business activities carried out in Poland and Polish real prop-
erty, such categories would include income from receivables settled by entities resident in 
Poland, regardless of the place where the agreement is concluded or performance is exe-
cuted. Income earned in Poland would also include income from securities and deriva-
tives quoted on Polish stock exchange, as well as direct or indirect transfer of shares in a 
company, partnership or investment fund whose assets are composed in at least 50% of 
real state or rights to real estate located in Poland. Also, dividends, interest and other pay-
ments subject to withholding tax would be deemed earned in Poland. 
 
The proposed catalogue is exemplary, i.e. it does not exclude classification of other income 
categories as earned in Poland. It should be noted that Double Taxation Treaties con-
cluded by Poland may in practice result in specific income being not taxable in Poland. 
 
No deferral of taxation for share exchange lacking business justification 
Deferral of taxation with respect to share exchange would not be applicable where one of 
the primary aims of the transaction is tax avoidance. This would be deemed to be the case 
where share exchange does not have business justification. 
 
Taxation of in-kind contributions 
The proposed amendment changes rules on recognition of taxable revenues related to in- 
kind contribution of assets other than a going concern. 
 
Taxable revenues would no longer be equivalent to the face value of the shares issued in 
exchange for the contribution. Instead, in practice, taxable revenue would correspond to 
the market value of the contributed assets. 
 
This change would eliminate existing controversies regarding taxation of in-kind 
Contributions. At the same time, it would negatively affect execution of intra-group re-
structurings. New requirements regarding withholding tax exemption for interest and 
royalties. It is proposed that the condition for application of exemption from withholding 
tax of interest and royalties – paid to associated companies from the European Union – 
would be that the interest recipient is beneficial owner thereof. 
 
In order to apply the withholding tax exemption, the Polish payer would have to obtain a 
written statement which – besides other items – would confirm that the recipient com-
pany or permanent establishment is the beneficial owner of the payment. 
 
Annihilation of shares in case of demerger 
Draft amendment addresses also certain ambiguities relating to demerger of companies 
where the number of shares in a company being demerged remains unchanged while the 
face value thereof is decreased. 
 
Status of amendment and entry into force 
Draft amendment is currently at an early legislative stage within the Council of Ministers 
and is now open for public consultation. It is envisaged that the changes to the legislation 
would generally become binding as of 1 January 2017, while CIT taxpayers whose tax year 
will begin before that date would still be subject to ‘old’ regulations until the end of such 
tax year. 
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Outcomes of the transfer prices inspections 
 
In the Minister of Finance view, these results indicate that taxpayers are abusing Transfer 
pricing models so to limit their tax obligations. As a proof, the Ministry of Finance pre-
sented the main irregularities as well as approximate amounts of tax underpayments. 
Such an approach and a narrative itself confirms the Minister’s determination to increase 
focus on transfer pricing issues in 2016. 
 
https://www.taxonline.pl/Publications/62234/The_Minister_of_Finance_publishes_out‐
comes_of_the_transfer_prices_inspections?renderer=embedded_element_file&id=35831 
 
 
Your local contact person:  
 
Rafał Dróbka 
Tel: +48 22 746 4994 
rafal.drobka@pl.pwc.com 
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Romania 

Amendments to Competition law no. 21/1996 

In brief 
 
Law no. 347/2015 for approving Government Emergency Ordinance no. 31/2015 amend-
ing and supplementing Competition law no. 21/1996 (“Law 347/2015”) has been pub-
lished. 
 
In detail 
 
The main amendments to Competition law no. 21/1996 (“Competition Law”) are: 
 
1. The merger control authorisation fee for authorisations preceded by an investigation 

conducted by the Competition Council have been established at between EUR 25,001 
– EUR 50,000. For all other merger control authorisations the authorisation fee limits 
remain the same. 

2. Competition Council decisions setting sanctions or merger control authorisation fees 
constitute enforceable titles without any other formalities, within 30 days as of com-
munication of the decision. 

3. Competition Council decisions for granting access to confidential information have 
been removed from the list of Competition Council decisions that constitute unilateral 
administrative acts of individual application and cannot be challenged separately in 
court. 

4. Regulations regarding competition whistleblowers have been expressly provided by the 
Competition Law. Competition whistleblowers are individuals who, at their own initia-
tive, provide the Competition Council with information regarding possible infringe-
ments of Competition Law. 
The identity of competition whistleblowers is kept confidential by the Competition 
Council. 
By providing information to the Competition Council, competition whistleblowers do 
not breach their confidentiality obligations provided by the Labour Law or by Labour 
Agreements. 

5. Interviews have been made available to the Competition Council as a new evidence 
gathering procedure. 
Competition inspectors may hold interviews with any individual or legal person, with 
their consent. 
In order to organize an interview, the Competition Council must notify in writing the 
people to be interviewed. 
The interview may be held through any means, including electronic means. All inter-
views will be recorded on audio-video support and registered in the interview minutes, 
which must be signed by all attendees. 
Sanctions for providing inaccurate or misguiding information are applicable to the new 
interviews procedure. 

6. The Competition Council’s prohibition to collect and to make use of the preparatory 
documents destined for the sole purpose of exercising the right to defence has been re-
moved. In accordance with art. 36 paragraph (8) of the Competition Law, documents 
covered by attorney-client privilege retain that protection. 

7. Some provisions regarding the settlement procedure have been amended. 
The admission of guilt must be made prior to the hearings. 
The Competition Law expressly provides that any fine reduction awarded has to be cal-
culated as a percentage of the base amount of the fine (with the amount determined in 
reference to the gravity and duration of the infringement, without applying increases or 
decreases for specific circumstances). 
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In the event of admission of guilt, the final fine applied to the undertaking cannot be 
lower than 0.2% of the total turnover achieved in the year prior to the sanctioning. 
If the terms requested for the fine reduction by the undertaking during the settlement 
procedure are not accepted by the Competition Council, the admission of guilt cannot 
be used as evidence during the investigation. 
If the undertaking files a settlement proposal to the Competition Council before the 
communication of the statement of objection, the Competition Council will be able to 
apply a simplified settlement procedure, according to its guidelines. 
If the beneficiary of the admission of guilt fine reduction files an action for annulment 
against the decision, the court will remove the admission of guilt reduction at the re-
quest of the Competition Council. 
The provision according to which the Competition Council could use in court the ad-
mission of guilt and any other evidence provided by the undertaking if the latter filed 
with the court an action for the annulment of the decision has been removed. 

8. An incompatibility has been established, for a period of three years, regarding a person 
who exercised a public dignity function or a public function (inspectors) within the 
Competition Council, if that person wishes to undertake any professional activities of 
any type in the private sector. 
To this end, that person must request the prior approval of the Competition Council. 

 
[Source: Law no. 347/2015 for the approval of Government Emergency Ordinance no. 31/2015 amending and 
supplementing Competition law no. 21/1996 published in the Official Gazette of Romania no. 973 dated 29 
January 2015] 
 
The takeaway 
 
The merger control authorisation fee has been increased for authorisations preceded by an 
investigation conducted by the Competition Council. 
 
Competition whistle-blowers have been regulated by the law. They are individuals who, at 
their own initiative, provide information to the Competition Council. 
 
The notion of an interview has been introduced into legislation. An interview can only take 
place with the consent of the undertaking or the individual who is called in for interview. 
Providing inexact or incorrect information during the interview will be sanctioned. 
 
The settlement procedure will only be available before the hearings. A minimum threshold 
of the fine is set by law when a reduction is attributed for the admission of guilt. If the 
Competition Council does not accept the conditions of the undertaking for the settlement 
procedure, the Competition Council will not be able to use the admission of guilt as an ele-
ment of proof. Such settlements will only be possible before the hearings. When settled be-
fore the communication of the statement of objections, the competition authority will be 
able to apply a simplified procedure. 
 

Law approving Government Emergency Ordinance 
no. 44/2015 on granting tax incentives 

In brief 
 
Law no. 4/2016 has been published in the Official Gazette no. 24/2016. This Law approves 
Government Emergency Ordinance no. 44/2015 on granting certain tax facilities consist-
ing in the annulment of late-payment penalties and 54.2% of the tax interest related to the 
principal liabilities outstanding as at 30 September 2015. 
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In detail 
 
Law no. 4/2016 brings amendments and supplements the conditions for granting the tax 
facilities provided by Government Emergency Ordinance no. 44/2015. 
The most significant of these amendments concern the taxpayers which benefit from re-
scheduling of tax obligations, with the new form of article 11, paragraphs 2 and 3 of this 
normative act showing that the contributors that can benefit from the tax facilities are not 
only those which were benefiting from payment rescheduling as at 30 September 2015, but 
also “those who obtain rescheduling in the period 1 October 2015 and 31 March 2016”. 
Another very important amendment relates to taxpayers wanting to benefit from the tax 
facilities provided by Government Emergency Ordinance no. 44/2015 for late-payment 
penalties and interest imposed by a tax decision issued following a tax inspection. Unlike 
the original version of article 4 of Government Emergency Ordinance no. 44/2015 appli-
cable to this situation, however, Law 4/2016 includes in the category of such potential 
beneficiaries taxpayers for which the tax decision was communicated between 1 October 
2015 and the date of entry into force of the above-mentioned Emergency Ordinance (i.e. 
21 October 2015). 
 
Regarding employees in public institutions or central and local public authorities, Law no. 
4/2016 provides that the interest, penalties and other such amounts related to the main 
liabilities representing established imputations by the employing entities, under the law, 
are cancelled if the main liabilities are paid by 31 March 2016. 
 
For taxpayers which have obtained a suspension of the enforcement of tax administrative 
acts, Law no. 4/2016 introduces a provision under which they may qualify for the annul-
ment of late- payment penalties and 54.2% of the tax interest by filing a waiver applica-
tion for the effects of the suspension of the administrative act by 31 March 2016. 
 
[Source: Law no. 4 /2016, Romanian Official Gazette no. 24 dated 13 January 2016] 
 
The takeaway 
 
Tax taxpayers which obtain a rescheduling of tax liabilities between 1 October 2015 and 31 
March 2016 can benefit from the tax facilities. 
 
For taxpayers wanting to benefit from the tax facilities following the issuance of tax deci-
sions on their behalf, Law no. 4/2016 indicates that the provisions of Government Emer-
gency Ordinance no. 44/2015 are applicable to taxpayers to whom tax decisions were com-
municated during the period 1 October 2015 and 31 March 2016. 
 
Law no. 4/2016 states that taxpayers which have obtained a suspension of the enforcement 
of administrative acts may benefit from the tax facilities if, by 31 March 2016, they request 
a waiver for the effects of the suspension. 
 

394 VAT Statement 
 
In brief 
 
The National Agency for Fiscal Administration published Order no. 3769/2016 for the ap-
proval of the template and content of the informative statement regarding supplies and ac-
quisitions of goods and / or services performed in Romania by taxable persons registered 
for VAT purposes (“Form 394”). 
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In detail 
 
The Order regulates aspects of the new 394 VAT Statement. 
What do you need to know? 
 
 As per the new provisions, taxpayers registered for VAT purposes in Romania have to 

submit the 394 VAT Statement, even if no operations were performed. 
 The 394 VAT Statement can be submitted either electronically via the new internet por-

tal “e-Romania”, or in hard copy with the relevant tax authorities (accompanied by the 
Form saved on electronic support). 

 For January and February 2016, taxpayers will initially use the old version of the Form, 
and by 25 April 2016 they will have to submit the Form 394 using the new version of 
the Form, both for March 2016 and retroactively for January and February 2016. 

 The transactions will be reported by considering the category of suppliers / customers 
(i.e. applying or not the VAT cash accounting scheme) and further down segregated 
based on the applicable VAT rates (i.e. 20%, 9%, 5%). 

 The form will include all transactions carried out in Romania with any persons, based 
on the invoices issued / received, as well as fiscal receipts issued / received. 

 Taxpayers will need to report acquisitions of goods and services from persons from the 
agricultural sector based on the registry for produce trading and of purchase lists. 

 Taxpayer will have to report the range of invoices assigned to the reporting period, as 
well as the actual use thereof (i.e. invoices issued, cancelled, credit notes and self-in-
voices). 

 The reporting will include the acquisitions and supplies from/ to taxable persons not 
registered for VAT purposes in Romania (e.g. EU or non-EU).  

 Transactions which are subject to reverse charge will be reported based on the category 
of goods. 

 If a VAT refund is requested, this amount must be broken down in the form according 
to the nature of transactions. 

 Each taxable person may decide whether the information submitted to the tax authori-
ties will be available to the latter only or also to customers/ suppliers. 

 This Order will enter into force on 1 April 2016. 
 
[Source: Official Gazette of Romania no. 11 / 7 January 2016, ANAF Order no. 3769/2016 pages 3-18] 
 
The Takeaway 
 
 Starting with 2016, taxpayers registered for VAT purposes in Romania that must sub-

mit Form 394 will report significantly more items of various information. 
 The forms will be submitted even for the reporting periods during which taxpayers per-

formed no transaction (supplies of goods / services and acquisitions carried out in Ro-
mania. 

 
Your local contact person: 
 
Anda Rojanschi, Partner 
Tel: +40 21 225 3586 
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Russia 

Online gambling introduced 
 
From 1 January 2016 the amendments allowing gambling using electronic means came 
into force. From now on the gambling operators, which have a license, may organize online 
gambling, provided that: 
 
 the Gaming Control Authority (GCA) gives a permission to operate online gambling; 

and 
 the GCA approves the regulation on operating online gambling prepared by a gambling 

operator. 
 
Amendments also granted powers to the GCA while performing the supervision of the 
online gambling operators. If illegal activities are noticed, the GCA has the right, for exam-
ple, to give mandatory orders to a credit or other financial institution to suspend or termi-
nate payments or other financial operations executed by the illegal gambling operator and 
etc. 
 
Amendment to the Law on Gambling No XII-1734. 
 

New wording of the Law on Prohibition of Unfair Ac-
tivities by Retail Trade Companies was adopted 
 
A new version of the Law on Prohibition of Unfair Activities by Retail Trade Companies 
was adopted which expands the rights of the Competition Council related to investigation 
of unfair commercial activities. 
 
The new wording of the law will come into effect as of 1 May 2016. 
 
The new wording of the Law on Prohibition of Unfair Activities by Retail Trade Companies 
No. XII-2204. 
 

Seeking to limit the right of the minority shareholders 
to request the re-election of the supervisory board 
 
Amendments are aiming to restore proportional shareholder participation while electing 
the supervisory and management boards and to eliminate the right of the minority share-
holders to veto the decisions made by the majority shareholders related to the formation of 
the boards. 
 
Amendment provides that the entire supervisory board would be subject to election only if 
the shareholders whose shares carry at least ½ (instead of 1/10) of all votes agree to the 
election of individual members of the supervisory board. 
 
Draft Law on Companies No XIIP-3847. 
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Charting a course to import substitution: investment 
projects. Coordinates have been set! 
 
Amendments to the Russian legislation aimed at coordinating implementation of large in-
vestment projects with the engineering sector development programs in Russia have come 
into force since January 2016 (Federal Law No. 249-FZ of 13 July 2015, hereinafter, the 
“Law”)1. 
 
It should be reminded that the Law introduces government regulation for purchases of cer-
tain types of engineering products2 in course of implementing large investment projects 
included into a special register (hereinafter, the “investment project”). The government 
regulation of such purchases, particularly, includes the following: 
 
 submitting customers’ lists of engineering products that will be required for implemen-

tation of the investment project (hereinafter, the “List of Future Requirements”) to the 
Russian Government Import Substitution Commission (hereinafter, the “Commission”) 
and, in certain cases, publishing such lists; 

 
 agreeing with the Commission operational characteristics of individual types of prod-

ucts to be purchased and whether it is possible to purchase certain types of engineering 
products abroad. 

 
Such regulation can extend to the projects implemented by government-related entities 
and to the projects implemented by private entities with state support in the form of the 
Russian state guarantees, finance from Vnesheconombank, the Russian National Wealth 
Fund, subsidies or investments from the federal budget. 
 
The key novelties of the Law are considered in more detail in our overview “Import substi-
tution by all means” (http://www.pwc.ru/en/legal-services/news/import-substitu-
tion.html). 
 
To continue developing the Law, in December 2015 the Russian government adopted a 
number of acts clarifying many aspects of the law implementation, in particular: 
 
 the procedure for putting together a register of investment projects subject to this Law 

(hereinafter, the “Register”); 
 criteria for including engineering products in the Lists of Future Requirements; 
 a list of engineering  products, operational characteristics of which are subject to pre-

liminary approval by the Commission (in course of investment projects); 
 a list of engineering products that could be purchased abroad only if approved by the 

Commission in advance (in course of investment projects). 
 Below we review in more detail the provisions of such acts that we believe to be most 

important and also provide our practical comments in this regard. 
 

                                                             
1 The Law provides for amending the Federal Law No. 223-FZ “On purchases of goods, works and 
services by certain types of legal entities”, and therefore could be viewed as designed to ensure addi-
tional control over purchases made in course of large investment projects. However, the amend-
ments provided in the Law are much broader in substance than purchase regulation and can be con-
sidered as a legal framework for coordination of the engineering sector development with implemen-
tation of investment projects in Russia. 
2 For the purposes of the Law, the term “engineering products” is used in a broad sense and includes, 
for example, vessels, aircraft, steam boilers, computer tomography scanners, etc. 
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What investment projects are to be included into the Register? 
The rules for opening the Register were approved by the Russian Government Resolution 
No. 1516 of 30 December 2015 “On approval of the Rules for selecting investment projects 
to be included into the investment project register and maintaining the register of such in-
vestment projects”. 
 
The Register will be maintained by the Russian Ministry of Economic Development. The 
Register may include the following categories of investment projects: 
1. projects worth of at least RUB 10bn implemented by a private or state-owned company 

with state support in the form of: 
- Russian state guarantees; and/or 
- finance from Vnesheconombank, the Russian National Wealth Fund, subsidies or 

investments from the federal budget in the amount of no less than 10% of the pro-
ject cost (hereinafter collectively referred to as the “state support”); 

2. EU&M projects worth of at least RUB 100bn implemented by the state-owned corpora-
tions/companies, joint stock companies or limited liability companies over 50%-owned 
by the Russian Federation government (hereinafter, the “state-owned companies”) 
without state support; 

3. projects worth of at least RUB 10bn implemented by the state-owned companies in 
other industries (except for the EU&M sector). 

 
It is worth to note that the Register does not include investment projects aiming on mod-
ernization and maintaining the existing production facilities (to ensure safety of operation) 
and the projects implemented abroad or in accordance with Russia’s international agree-
ments. 
 
The Commission takes the final decision on including a project in the Register. 
 
Organizations implementing investment projects will be notified of such projects being in-
cluded into the Register (together with information on the deadlines for providing the List 
of Future Requirements and the necessity for its publication). 
 
We expect that the initial full version of the Register will be completed by August 2016. De-
cisions on inclusion in the Register will be taken as soon as the information on respective 
investment projects is received by the Russian Ministry of Economic Development and the 
Commission. 
 
Subsequently the Register will be complemented upon the decisions on providing state 
support to particular investment projects and upon the approval of the state-owned com-
panies’ investment programmers. The Law also provides for mandatory annual submission 
of information on changes in the lists of investment projects by the state-owned companies 
and authorities responsible for providing state support. 
 
What products are to be included into the Lists of Future Requirements? 
One of the key obligations of customers subject to this Law is preparing and submitting the 
List of Future Requirements to the Commission including the detailed description of engi-
neering products required to implement the respective investment project. 
 
The criteria for including the products in the Lists of Future Requirements are set by the 
Russian Government Resolutions No. 1485 of 29 December 2015 and No. 1521 of 31 De-
cember 2015 and comprise: 
 
 the criterion of relevance to engineering products; 
 the price criterion. 
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For the purposes of the List of Future Requirements, products are considered to be engi-
neering-related if they meet the following criteria: 
 
 relevance to the codes of the Russian National Classification of Products by Economic 

Activity OK 034-2014 (KPES 2008) within product classes No. 25-30; 
 attribution to production goods designated for sale to legal entities and self-employed 

businessmen for use in economic activities; 
 products are not designated for further processing/sale. 
 
The price criterion is determined on the basis of unit cost of engineering products required 
to implement the investment project. The thresholds upon exceeding of which the prod-
ucts are to be included into the List of Future Requirements are set by the Russian Govern-
ment Resolution No. 1521 of 31 December 2015 individually for each type of engineering 
products (142 types in total). 
 
If the investment project documentation does not establish the cost of engineering prod-
ucts such products are to be automatically included into the List of Future Requirements. 
 
In addition, it should be noted that if an entity subject to this Law recommends that pro-
duction of certain type of engineering products required for implementation of the invest-
ment project should be set up in Russia, such products will be included into the List of Fu-
ture Requirements irrespective whether they meet the price criterion or not. 
 
It should be mentioned that the thresholds set by the Russian government for individual 
categories of engineering products upon exceeding of which the products should be in-
cluded into the List of Future Requirements are rather low and it is very likely that all such 
products will be included into such lists. 
 
In addition, as soon as an investment project is included into the Register the respective 
customers will not be entitled to buy products subject to inclusion in the List of Future Re-
quirements until this list is provided to the Commission. 
  
What requires approval? 
An important novelty of the Law is a necessity for preliminary approval by the Commission 
of the operational characteristics of certain types of engineering products to be purchased 
for implementation of the projects put on the Register, and purchases of such products 
abroad. The lists of such products are approved by the Russian Government. 
 
Approval of operational characteristics of products to be purchased 
 
The list of engineering products, the operational characteristics of which are subject to pre-
liminary approval by the Commission, consists of high-tech products with high research 
intensity and added value and is approved by Russian Government Resolution No. 2744-r 
of 29 December 2015. 
 
This list covers 11 types of engineering products, including1: 
 
 finished metal products (steam boilers); 
 electric equipment (e.g. generators); 
 plant and equipment (e.g. steam turbines); 
 transport vehicles and equipment (e.g. aircraft and helicopters). 
 

                                                             
1 Simplified classification for the purposes of this overview. 
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Approval of product purchases from abroad 
 
The list of engineering products, purchases of which from abroad require preliminary ap-
proval by the Commission, is put together to set priority on domestic supplies for imple-
mentation of  investment projects in Russia and is approved by Russian Government Reso-
lution No. 2781-r of 31 December 2015. 
 
This list covers 139 types of engineering products, including1: 
 
 finished metal products (e.g. tankers and cisterns); 
 computer, electronic and optical equipment (e.g. tomography scans); 
 electric equipment (e.g. electric accumulators and components); 
 plant and equipment (e.g. cranes and earthmovers); 
 motor vehicles, trailers and semitrailers (e.g. autocranes); 
 transport vehicles and equipment (e.g. railway locomotives). 
 
Purchases of such products from abroad are possible only upon approval by the Commis-
sion if the total cost of the products of relevant type within the investment project is no less 
than RUB 150m. 
 
Next steps 
Adoption of the Law may have a substantial effect on implementation of many investment 
projects in Russia. The necessity to obtain the Commission’s approval for purchases of cer-
tain types of products may significantly complicate relations with potential suppliers (par-
ticularly, increase the time for supplier selection). 
 
It should also be noted that foreign investors often enough take part in the projects in Rus-
sia provided that they could supply engineering products required for project implementa-
tion (so called “back-to-back financing”). Therefore, it is possible that the adoption of the 
Law will result in a necessity to revise the structure/ procedure for implementation of 
some investment projects. 
 
In addition, the issues of allocation of risks related to fulfilment of obligations undertaken 
by the Russian suppliers, ensuring confidentiality of information disclosed in course of the 
investment project and many other matters remain outstanding. 
We will be delighted to help you to analyze whether this Law is applicable to your invest-
ment project, discuss all risks involved and propose a strategy for risk mitigation in course 
of implementation of such projects. 
 
 
 

                                                             
1 Simplified classification for the purposes of this overview. 
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Summary of key changes in tax legislation 
 
At the start of the new year, we traditionally summarize recent legislative initiatives and 
comment on key tax developments effective from 1.1.2016 and expected changes. You can 
find more details in our tax flash reports. 
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1 http://www.pwc.ru/en/tax-consulting-services/legislation/cfc-rules-news.html 
2 http://www.pwc.ru/en/tax-consulting-services/legislation/cfc-rules-amendments.html 
3 http://www.pwc.ru/en/tax-consulting-services/legislation/financial-operations.html 
4 http://www.pwc.ru/en/tax-consulting-services/legislation/low-taxes-for-high-technologies.html 
5 http://www.pwc.ru/en/tax-consulting-services/legislation/tax-flash-report-42.html 
6 http://www.pwc.ru/en/tax-consulting-services/legislation/tax-flash-report-44.html 
7 http://www.pwc.ru/en/tax-consulting-services/legislation/tax-flash-report-45.html 
8 http://www.pwc.ru/en/tax-consulting-services/legislation/tax-flash-report-45.html 
9 http://www.pwc.ru/en/tax-consulting-services/legislation/tax-privileges-2016.html 
10 http://www.pwc.ru/en/tax-consulting-services/legislation/interests-charges-law-is-signed.html 
11 http://asozd2.duma.gov.ru/main.nsf/(Spravka)?OpenAgent&RN=724609-6&02 
12 http://www.pwc.ru/en/tax-consulting-services/legislation/returning-to-thin-cap-rules.html 
13 There is a DTT with Russia in place and the country is not included in the list of jurisdictions that do not 

share tax data with Russia. 
14 http://asozd2.duma.gov.ru/main.nsf/(Spravka)?OpenAgent&RN=953192-6 
15 http://www.pwc.ru/en/tax-consulting-services/legislation/tax-flash-report-46.html 

 

Moscow Government meets real estate owners half-
way 
 
In brief 
 
Owners of buildings and premises in Moscow included on a list of real estate subject to 
property tax based on their cadastral value for 2016 (as determined following inspections 
performed in 2014) can now enjoy an extended term for appealing the results of such in-
spections by 30 March 2016. 
 
Respective amendments to Order No. 257-ПП of the Moscow Government of 14 May 
2014 “On the procedure for determining the type of actual building use” were approved 
by the Moscow Government on 9 February 2016. 
 
If your company owns real estate with an area of over 2,000 square meters on the right of 
ownership or operational control, be sure to check whether the property is included in the 
list of assets subject to corporate property tax based on their cadastral value in 2016 
(please use the respective tool on the website of the Department of Economic Policy and 
Development of Moscow), as well as whether the property was inspected in 2014 (through 
the request to the State Inspectorate for Real Estate). 
 
If you disagree with the results of an inspection, your company may file a claim with the 
Inter-Department Committee no later than on 30 March 2016, provided that the property 
was subject to a one-off inspection before 10 February 2016. 
 
Please find more details here: http://depr.mos.ru/presscenter/news/de-
tail/2514503.html 
 
 

Digital services: new VAT rules 
 
In brief 

On 26 February 2016 the Russian State Duma has adopted in the first hearing a 
draft law which amends Russian VAT treatment of a number of digital services. 
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The draft law introduces significant developments in the area of VAT taxation of In-
ternet / digital services in Russia. In particular, the draft law requires foreign 
companies not registered for tax purposes in Russia to start paying Russian VAT 
on Internet / digital services rendered to Russian individuals. For that purposes 
special VAT registration procedure is envisaged in the draft law. 
 
Another major amendment is the abolishment of VAT exemption available for li-
censing of databases and software rights which may affect the Russian taxpayers 
currently using the above exemption. 
 
The draft law is now subject to the next two hearings in the Russian State Duma. 
Certain details, elements and procedures described in the draft law will likely be 
amended at further stages, however, the overall approach is expected to remain 
the same. 
 
In detail 
 
New VAT place of supply rules for digital services 
 
Currently no Russian VAT is applied to most of digital services rendered by foreign ser-
vice providers. Based on the draft law digital services shall be regarded as supplied at 
the place of the buyer’s location. Thus, if digital services are rendered by foreign ser-
vice providers to Russian customers, Russian VAT shall be payable in the following 
way: 
 
 if such services are rendered to Russian legal entities or via Russian selling agents, 

VAT shall be paid to the budget by a Russian buyer or Russian selling agent in a ca-
pacity of a tax agent; 

 
 if such services are rendered by foreign service providers to Russian individuals di-

rectly or through foreign selling agents, VAT shall be paid to the budget by a foreign 
service provider or by a foreign selling agent. In this case foreign entities will be 
liable to register for VAT purposes in Russia 

 
There is an extensive list of digital services covered by the draft, including, inter alia: 
 
 provision of rights for use of software, databases, including access to on-line games 

and uploading of games to electronic devices; 
 provision of trading platforms; 
 provision of domain names, web hosting services; 
 sales of electronic content (i.e. music, e-books and other electronic publications, 

graphics, audiovisual works); 
 broadcasting of TV or radio channels; 
 provision of advertising services in the Internet; 
 telecommunication services;  
 etc. 
 

VAT registration for foreign service providers 
Currently the tax law envisages only the general tax registration for foreign companies. 
The draft law introduces the concept of VAT registration for foreign companies render-
ing digital services to Russian individuals. 
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The draft law describes the procedure of such VAT registration (requiring submission of 
application and certain documents) via electronic service located on the official site of 
the authorized body. After the registration, the exchange of documents and information 
between a taxpayer and tax authorities is to be performed in electronic format through a 
personal electronic office (account). VAT shall be reported and paid to the budget by such 
taxpayers on a quarterly basis. 
 
Right for input VAT recovery 
Foreign companies rendering VATable digital services to Russian individuals and regis-
tered for VAT purposes in Russia will not have the right for input VAT recovery. 
 
Russian taxpayers rendering digital services to non-Russian buyers (i.e. non-VATable ser-
vices that are regarded supplied outside of Russia under the draft law) will be entitled for 
input VAT recovery in respect of such services. 
 
Abolishment of the VAT exemption on licensing of databases and software 
rights 
The important amendment under the draft law is the abolishment of VAT exemption cur-
rently available for licensing of databases and software rights. 
 
Thus, when draft law comes into force, Russian VAT will be applied to the software li-
censes purchased by Russian companies. Under general rules recovery of such VAT 
would be available only for those companies who purchase software for the purposes of 
performance of VATable activities. 
 
Practical implications of the changes 
In our view, if the draft law is adopted, it may have significant impact on a number of as-
pects, including: 
 
 pricing of digital services rendered by foreign service providers to Russian customers; 
 fulfilment of new compliance obligations for foreign service providers or their selling 

agents; 
 VAT cash flow costs (or even non-recoverable VAT costs) for Russian companies 

purchasing licenses for databases, software rights, etc. 
 
In that respect it is important to perform more detailed analysis of the new legislation to 
assess in detail its impact on each particular business. Besides, a number of uncertain-
ties are to be considered, e.g.: 
 
 the procedure of determination of place of location for individuals (currently the draft 

law envisages that such a procedure is to be developed by the Russian Ministry of Fi-
nance); 

 the procedure of payment of VAT if digital services are rendered by foreign compa-
nies both through agents and directly to customers; 

 the exact procedure of exchange of documents and information between a VAT 
registered foreign taxpayer and Russian tax authorities through a personal elec-
tronic office (account). 
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Your contact person in Germany: 
 
Tanja Galander 
Tel: +49 30 2636-5483 
tanja.galander@de.pwc.com 
 
Ekaterina Cherkasova 
Tel: +49 30 2636-1523 
ekaterina.cherkasova@de.pwc.com 
 
Russia‐Blog: http://blogs.pwc.de/russland‐news  
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Serbia 

New Withholding Tax on Service 

Serbian Parliament adopted amendments to five tax laws in late December 2015. By the 
amendments of the Serbian Corporate Income Tax Law, amongst other, Serbia broadened 
the scope of withholding tax on payments to non-residents. 
 
In late December 2015 Serbian Parliament adopted amendments to five tax laws: Corpo-
rate Income Tax Law, Personal Income Tax Law, Law on Social Security Contributions, 
Value-added Tax Law and Law on Tax Procedure and Tax Administration. 
 
By the amendments of the Serbian Corporate Income Tax Law, amongst other, Serbia 
broadened the scope of withholding tax on payments to non-residents, which is outlined 
below in more details. 
 
Starting from 1 March 2016 fees paid by Serbian resident entities to non-resident legal en-
tities for services rendered or used on the territory of the Republic of Serbia will be subject 
to 20% withholding tax, unless stipulated otherwise by a relevant Double Tax Treaty. How-
ever, neither the Serbian Corporate Income Tax Law nor related bylaws provide any fur-
ther clarification on what should be considered as such services. 
 
Previously introduced higher 25% withholding tax rate still applies on service fee payments 
made by Serbian resident entities to non- resident legal entities from tax heavens. 
 
Withholding tax base is the gross amount of the paid service fee, i.e. the amount of service 
fee paid increased for due withholding tax. 
 
Please note that in order to apply beneficial provisions of a relevant Double Tax Treaty, a 
non-resident must be the beneficial owner of the income and prove its tax residency on a 
relevant tax residency certificate. 
 
In the light of the aforementioned, it should be carefully considered how this change may 
affect your business. 
 
It would be recommendable to consider implementing appropriate compliance procedures 
and start obtaining tax residency certificates from service providers. In absence of the ap-
plicable Double Tax Treaty, it would be advisable to review the service contracts and agree 
with the service providers who will bear the cost of withholding tax cost. 
 
Your local contact person:  
 
Branka Rajicic 
Partner 
Branka.rajicic@rs.pwc.com 
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Slovakia 

The requirements for VAT deduction 
 
The Slovak VAT Act valid up to the end of 2015 did not specify how a VAT payer should as-
sess the ratio of utilization of capital goods used for its business purposes and for other 
than business purposes. 
 
The amendment to the Slovak VAT Act in the context of other changes introduced from 1 
January 2016 the criteria by which a VAT payer should assess the ratio determining the us-
age of goods and services for business purposes and for other than business purposes for 
the purpose of VAT deduction from movable tangible property and services. These criteria 
have been added to the Act in compliance with EU legislation. 
 
In connection with the added criteria, on 27 January 2016 the Slovak FD issued a press re-
lease on the criteria for VAT deduction giving information regarding these changes. 
 

The methodical guideline for the adjustment of a de-
duction in respect of capital goods 
 
The Slovak VAT Act regulates the obligation of additional adjustment of VAT deduction in 
respect of capital goods if the purpose of their use changed during the period following a 
tax period of acquisition of capital goods or their self-generation at own expense. In Janu-
ary 2016, the Slovak FD published an updated methodical guideline for the adjustment of 
deduction in respect of capital goods in line with article 54 of Slovak VAT Act. This me-
thodical guideline reflects the changes in Slovak VAT Act as of 1 January 2016, repeals and 
replaces the previous methodical guideline for the adjustment of deduction in respect of 
capital goods issued in February 2014. 
 

Addendum to the guidance for completion of a VAT 
control statement 
 
MF SR published in Financial Bulletin No. 11 – November 2015, a notice of publication of 
an addendum to the guidance for completion of a VAT control statement. The guidance re-
flects the legislative changes in the Slovak VAT Act effective as of 1 January 2016 regarding 
the application of a special tax arrangement for the payment of VAT based on the receipt of 
a payment for the supply of goods or a service and the extension of the local reverse-charge 
in the construction industry. 
 

Two-way electronic communication 
 
The Amendment to the Slovak Administration Act effective as of 1 January 2016 intro-
duced, inter alia, two-way electronic communication between taxpayers and the Financial 
Administration. In the pilot phase initiated on 11 January 2016, the Financial Administra-
tion communicates with excise taxpayers solely electronically. Delivery in paper form has 
been ceased with the introduction of two-way communication. Two-way communication in 
the excise tax area is the first step towards complete two-way communication and cur-
rently it is only compulsory for persons registered as excise taxpayers who are obliged to 
communicate with the Financial Administration (Customs Office) electronically and only 
in the area of excise taxes. All received and sent documents are recorded in electronic form 
and are available in the taxpayer’s file in the personal internet zone on the web portal of 
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the Financial Administration. The Slovak FD has published additional information in re-
spect of this innovation. 
 
Your local contact person: 
 
Todd Bradshaw 
Country Managing Partner 
Tel: +421 (0) 2 59350 600 
todd.bradshaw@sk.pwc.com 
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Ukraine 

VAT payers to report under the new templates start-
ing from January 2016 

Following recent update of the VAT reporting templates and procedure, on 3 February 
2016 the State Fiscal Service of Ukraine published the clarification letter1 in which they 
stated that the first period to be reported under the new templates is January 2016. Such 
demand is not in line with the Tax Code2 and previous practice of the Ministry of Finance. 
As we earlier mentioned in our Flash Report #2 dated 1 February 2016, in our view, the 
first period to be reported under the new templates should be February 2016. 
We will continue to monitor the situation and keep you updated on the issue. 
 
Your local contact person:  
 
Camiel van der Meij 
camiel.van.der.meij@ua.pwc.com 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

                                                             
1 Letter №3240/7/99-99-19-03-00-17 dated 2 February 2016 6 “On the value added tax return 
from 1 January 2016" 
2 Paragraph 46.6 of Article 46 of the Tax Code 
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Uzbekistan 

Presidential Decree No. ПП-2455 of 22 December 2015 
 
Presidential Decree No. ПП-2455 of 22 December 2015 revises the rates of certain taxes 
and introduces some changes to the tax legislation. Below, we describe the most notable 
changes effective as of 1 January 2016. 
 
 Minimum rate of personal income tax (PIT) is decreased from 8.5% to 7.5%. It applies 

to the portion of monthly income exceeding 1 MMW1 and capped at the level of 5 
MMW. The portion of monthly income of up to 1 MMW is not taxable. 

 Individual pension fund contribution rate is increased from 7% to 7.5%. 
 Unified tax payment rate for micro- firms and small enterprises engaged in services is 

decreased from 6% to 5%. 
 Unified land tax payable by producers of agricultural products – is decreased from 6% 

to 0.95% of the normative value of agricultural land.  We understand that such consid-
erable decrease is due to recent revaluation (increase) of normative value of agricul-
tural land. 

 Property tax rate for legal entities is increased from 4% to 5%. 
 Property tax for individuals increases from 1.3% to 1.5%. Tax rates for individuals own-

ing flats and houses in cities with the total area of more than 200 and 500 square me-
tres increase from 1.6% to 1.8%, and from 2.2% to 2.5% respectively. 

 Land tax rates for legal entities and individuals and water use tax rates for individuals 
are raised approximately by 15%. 

 Excise tax rates for production of alcoholic drinks and cigarettes (and certain other 
goods) are increased. For example, excise tax rate for production of cigarettes increased 
from UZS 19,196 to UZS 28,794 for 1,000 cigarettes, excise tax for production of beer 
increased from UZS 4,106 to UZS 5,133 for 10 litres. 

 Excise tax rates for import of certain types of products increased.  For example, excise 
tax rates for import of edible oil and technical oil increased for 5%. Excise tax intro-
duced in respect to certain goods, 

 e.g. 70% rate on small-sized trucks. 
 Customs duties introduced in respect of the following products (washing machines – 

greater of 30% or 30 USD per piece, lightning equipment – greater of 30% or 1.5 USD 
per each kilogram etc.). 

 Monthly fee payable by mobile operators for each customer number is increased from 
UZS 750 in 2015 to UZS 1,500. 

 Obligation on employers to cover maternity allowance is further extended until 1 Janu-
ary 2017 (prior to 1 January 2010 it had been paid at the costs of social insurance bod-
ies). 

 Validity of certain benefits extended until 1 January 2018, including the following: 
- exemption from property tax for entities in textile industry (initially provided by the 

Presidential Decree No.ПП-733 of 21 November 2007); 
- eligibility of textile companies within “Uzbekengilsanoat” association to sell their 

semi-finished textile products for hard currency within the territory of Uzbekistan at 
zero rate VAT (initially provided by the Resolution of the Cablinet of Ministers 
No.141 of 25 March 2004), while the prerequisite of 80% minimum export share is 
abolished; 

- exemption from payment of imports customs duties in respect to certain chemicals, 
accessories etc. imported by companies within “Uzbekengilsanoat” association (ini-
tially provided by the Resolution of the Cabinet of Ministers No.141 of 25 March  
2004); 
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- tax and customs benefits (exemption from corporate income tax, unified tax pay-
ment, property tax, import customs payments) for entities producing non-food con-
sumer goods provided by Presidential Decree No. ПП-1050 of 28 January 2009. 

 Exemption from customs payments provided for companies importing equipment, 
spare parts, ingredients and components used in production and processing of dairy, 
meat, milk, fruit and vegetable products extended until 1 January 2019 (initially pro-
vided by the Presidential Decree No. ПП-1633 of 31 October 2011). 

 Number of tax benefits are abolished, including: 
- exemption from corporate income tax for joint-ventures working within “Uz-

bekengilsanoat” and “Mahaliy sanoat” associations with minimum foreign participa-
tion of 50% (provided by Resolution of the Cabinet of Ministers No.166 of 29 April 
1996); 

- reduction of taxable income of legal entities for investments in implementation of 
quality management systems (provided Decree of the Cabinet of Ministers No. № 
349 of 22 July 2004); 

- 5% reduction of applicable corporate income tax rate or unified tax payment rate for 
service companies (with exception of commercial banks) in respect of sales paid by 
use of plastic cards. 

 

New minimal level of foreign shareholding in joint 
stock companies 
 
Presidential Decree No. ПП-2454 of 21 December 2015 requires joint-stock companies 
(except those engaged in production and processing of strategic materials as well as natu-
ral monopolies and suppliers of socially-important goods and services with regulated tar-
iffs) to have at least 15% of foreign shareholding by 1 July 2016. 
 
Joint-stock companies (JSC) that do not comply with the above requirement shall be reor-
ganised into other legal forms. 
 
Moreover, JSCs with foreign participation of 15-33% would be eligible to tax benefits (dif-
ferentiated depending on volume of foreign investment) as stipulated by the Presidential 
Resolution No. УП-3594 of 11 April 2005. 
 
Previously, these benefits were preconditioned with the requirement of minimum 33% for-
eign participation. 
 
The Resolution No. УП-3594 also exempts foreign investors from taxation of dividend in-
come until 1 January 2020.  Until the same date JSCs are exempt from payment of state 
duties for application to the court in case of violation of legal rights and interests with their 
further collection from the party in fault. 
 
Your local contact person:  
 
Natasha Tsoy 
Senior Manager, Tax Services 
+998 71 1206101 
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