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Azerbaijan 
Adoption of new administrative offences code 
 
The new Administrative Offences Code (the “Code”) came into effect on 1 March 2016. 
 
The Code contains the following major novelties, which are related to business activity of 
legal entities in Azerbaijan. 
 
i. Legal entities (including branches and representative offices of foreign legal entities) 

may be subject to administrative sanctions only in accordance with the court resolu-
tion; 

 
ii. Legal entities (including branches and representative offices of foreign legal entities) are 

subject to administrative sanctions for offences, committed by:  
 
 responsible persons who are authorized to represent them; or 
 responsible persons who are competent to adopt resolutions on behalf of the legal 

entities; or 
 by the responsible persons who are authorized to supervise the legal entities’ ac-

tivity in Azerbaijan; and/or  
 by employees of the legal entities as a result of lack of supervision by the afore-

mentioned responsible persons of the legal entities; 

 
iii. Involvement of  legal entities into administrative liability does not exclude responsible 

persons  from administrative liability; 
 

iv. Voluntary re-organization and liquidation of legal entities is prohibited until full exe-
cution or termination of the court resolution on implication of administrative sanc-
tion. 

 
With the adoption of the Code, administrative penalties for several offences have been 
significantly increased. Thus, if previously administrative penalty for illegal business ac-
tivity by legal entities was up to AZN 160, effective 1 March 2016 administrative sanction 
will be changed to two – four times of the amount of the damage caused by the adminis-
trative offence. The penalty for fraudulent bankruptcy increased to AZN 2,000 for officials 
and AZN 10,000-12,000 for legal entities (according to the previous administrative of-
fences code the penalty was AZN 55-70 and AZN 110-respectively). 
 
Promotion of export of non-oil goods 
 
The Presidential Decree on “Promotion of export of non-oil goods”, which came into 
force on 1 March 2016 envisages promotional payments from the state budget to the 
persons engaged in the export of the non-oil products from the Republic of Azerbaijan, 
for the purposes of promoting the export of non- oil products produced during 2016-2020. 
 
Base value of the promotional payments, payable on the export of non-oil products, 
should be determined at the level of 3% of the customs value of the products actually 
exported. 
 

The decree is effective up to 31 December 2020. 
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Draft law on Build, Operate, Transfer (BOT) model for construction- in-
frastructure projects 
 

The draft law on “Implementation of Investment Projects on Construction and Infra-
structure Objects” (the “Draft Law”) is in the first reading of the Azerbaijani Parliament. 
According to the Draft Law, Build Operate Transfer (“BOT”) is a specific form of project 
financing, according to which investors recoup their investments expenses with regard 
to projects of construction and infrastructure objects through procurement of goods/ser-
vices provided by the investors to the customers or competent government bodies. 
 

BOT model is applicable to construction, restoration, rebuild, repair, operation and 
transfer of bridges, tunnels, water warehouses, water cleansing plants – constructions, 
sewerage systems, and other publicly important construction- infrastructure objects in 
the fields of education, health, culture, tourism, etc. in accordance with BOT agreement. 
Maximum term of BOT agreements is 49 years. 
 
Apart from financial support guaranteed by the government, the other important ad-
vantage of implementation of projects under BOT model is exemption from state duties 
and levies, which is provided to investors for the works/services and goods performed 
under these projects. 
 
Amendments to the laws on banks and Central Bank of the Republic of Azer-
baijan 
 

Our readers may recall from PwC Azerbaijan Times Issue #3 of February 2016, a new 
public entity – Chamber of Control over Financial Markets (“CCFM”) – was established 
due to the Presidential Decree of 3 February 2016 in order to ensure efficient activity 
and stability of the financial market, to protect rights and interests of creditors, insureds, 
investors, and other customers of financial market. CCFM has also been assigned to carry 
out functions and authorities of control and financial monitoring body over banks, non-
bank credit organizations, insurance organizations, investments funds, and other subjects 
of financial market. 
 

Consequently, respective amendments were made to the Laws “On Banks” and “On the 
Central Bank of Azerbaijan” which reflect transfer of several functions and authorities of 
the Central Bank of Azerbaijan to or their joint implementation with CCFM. The men-
tioned authorities are mainly related to granting, or termination of bank licenses, 
submission of annual financial reports of the banks, audit of activities of banks, and 
regulation of cashier operations in non-bank credit organizations. 
 

Amendments to the Law “On the Central Bank of Azerbaijan” are changing the status of 
the Central Bank of the Republic of Azerbaijan from a government body into a public legal 
entity. 
 
This change leads to limitation of the government’s liability in relation to the activities and 
obligations of the Central Bank of the Republic of Azerbaijan to the amount of the govern-
ment’s share in the charter capital (for more information about public legal entities, please 
refer to PwC Azerbaijan Times Issue # 3 of February 2016). 
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Amendments to the Presidential Decree on “Implementation of the law on In-
spections in the field of business regulation and the protection of entrepre-
neurs' interests” 
 

According to the amendment, in case if inspector have not violated rights of an entrepre-
neur and acted within the legal framework, entrepreneur should not prevent inspector 
from examining processing and production enterprises, warehouses, sales areas and ser-
vice vehicles. 
 

Presidential Decree on amendments to “the Regulations on Entry-exit and 
registration interagency automated retrieval system” 
 
According to the amendment, persons holding administrative liability for non- payment of 
taxes are included to the Ministry of Justice’s list of restrictions on border crossing. 

Azerbaijan abolished daylight savings time change 
 

Azerbaijan National Academy of Science proposed that switch from winter to summer time 
does not bring any economic benefit to Azerbaijan, on the contrary, it causes medical-psy-
chological and socio-moral issues. Taking into account Academy’s proposal the Cabinet of 
Ministers of the Republic of Azerbaijan abolished daylight time changes. 

Draft law on amendments to the Law on State Registration and the State 
Register of Legal Entities 
 
According to this amendment, information regarding founders (participants) of commer-
cial legal entities and amounts of founder’s shares in charter capital of the commercial legal 
entities may now be disclosed to notary publics and founders’ heirs as well. 

Draft law on amendments to the Law on Anti-trust 
 
The draft law introduces a notion of ‘cartel’ to the list of agreements leading to the crea-
tion of monopolies. 

Pursuant to this Law, a cartel is an agreement made between competitors to control mar-
ket prices and exclude entry of new competitors to the market. Participants of cartel re-
strict the competition by a way of division of market by territory, volume of sale, type of 
goods or customers or by any other ways restricting competition in the market. In other 
words, a cartel is a group of producers who cooperate with each other to gain mutual ad-
vantage in the marketplace. We think drafting above mentioned amendment to the exist-
ing legislation is a step forward, which should foster development of the economy of Azer-
baijan, as only under competitive market system consumers would pay reasonable 
amounts for the goods, works and services. 

Draft law on amendments to the Criminal Code of the Republic of Azerbaijan 
 
In order to adhere the Criminal Code to the draft amendment on Anti-trust law Milli Maj-
lis also released on its official website a draft amendment to the Criminal Code of the Re-
public of Azerbaijan. Pursuant to the draft amendment cartel agreements between market 
participants or any other similar acts restricting healthy competition in the market will 
result in the following: 
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 A penalty in double amount of collected profit which are accompanied with depriva-
tion from holding a certain position of carrying out a certain activity up to 2 years or 
deprivation of freedom up to 3 years which are accompanied or not accompanied with 
deprivation from holding a certain position of carrying out a certain activity up to 2 
years. 

 In case same actions are committed repeatedly, or performed by an organized criminal 
group, or brought profit in a great amount, or committed by a person abusing his/her 
power, such actions will result in deprivation of freedom from 3 to 7 years which is ac-
companied with deprivation from holding a certain position of carrying out a certain 
activity up to 3 years or with penalty in triple amount of collected profit”. 

Draft law on amendments to the Law on Banks 
 
The amendments introduce more precisely defined list of Bank related persons. This list 
now includes the following persons: 

 persons related to the legal entity, as stipulated in the Civil Code; 
 any persons having direct or indirect share in the bank, which entitles such person to 

impact adoption of bank’s resolutions; 
 members of Audit Committee of the bank; 
 employees of internal audit division of the bank; 
 other employees of the bank participating in adoption of resolutions; 
 chief accountants of bank and branches thereof; 
 persons having family ties with any of the persons listed above, as per the Civil Code, 
 persons having right to act on behalf of persons related to the bank, 
 legal entities in which legal entities and individuals stipulated by the Civil Code owns 

more than 20% shares. 

Draft law on amendments to the Law on Investment Funds 
 
Pursuant to the newly proposed amendment, agreements between an investment fund 
and its related persons, amounting to 5% or more of the investment fund’s assets can be 
signed only with supervision of an auditor’s opinion and a resolution adopted by a simple 
majority vote of the shareholders of the investment fund. Agreements between an invest-
ment fund and its related persons, amounting less than 5% of the investment fund’s as-
sets, can be signed upon adoption of a resolution of either the shareholders, or the super-
visory board, or the executive board investment fund, depending on relevant provisions 
of the Charter of the investment fund. 

 

Your local contact person:  
 
Aysel Suleymanova 
Marketing & Communications Manager 
Aysel.suleymanova@az.pwc.com 
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Czech Republic 
The amendment to the Acton Significant Market Power 
 
The amendment to the Act on Significant Market Power clearly defines the areas of rela-
tions which it will impact. The current legislation had neglected the fact that together 
with purchases a number of services are closely related, whose provision may also lead to 
abuse of significant market power. The substantive scope is now extended to relations as-
sociated with providing these services. 

The amendment also adds basic concepts and accurately establishes the criteria for as-
sessing significant market power. The specific authorization of the office for the protec-
tion of economic competition should also lead to the acceleration of administrative pro-
ceedings. 

Consumers and suppliers will have three months to bring their existing contracts into 
compliance with the new legislation. In the future, other industries should be assessed for 
the appearance of the same relations as those between suppliers and consumers of food. 

Extrajudicial disputes between the seller and the consumer will be settled by 
state 
 
Consumer law is introducing something new - the system of alternative dispute resolution 
(ADR). This should ensure independent, impartial, transparent, effective, quick and fair 
procedures in extrajudicial disputes between the seller and the consumer. 

Additionally, the system allows consumers to bring their claims to state institutions. The 
Czech Trade Inspection has the main role in addressing these disputes. In some cases, 
other entities can also take its place, e.g. a financial arbitrator for financial services, the 
Czech Telecommunications Office for electronic communications and postal services and 
the Energy Regulatory Office for the electricity, gas and energy industry. The goal of the 
entities is active communication with the parties to the dispute, which should lead to an 
agreement. 

Retailers must inform consumers about the use of ADR in a clear, comprehensible and 
easily accessible way. They should put this information on their websites and integrate 
the information into their terms and conditions. If the case is taken to court, the retailer 
is obligated to cooperate with the Czech Trade Inspection or one of the specialized enti-
ties. 

Alternative dispute resolution is based on the voluntary participation of consumers and 
the mandatory participation of entrepreneurs. It is up to the consumer whether to initiate 
ADR or not. If proceedings are brought, the consumer has the opportunity to withdraw. 
However, consumers must act promptly and propose the ADR before any of the parties 
initiate proceedings in a general court. The commencement of ADR does not affect the 
consumer's right to seek protection of their rights through the courts. 

European Court of Human Rights: Employers can monitor private corre-
spondence of their employees 
 
Earlier this year, the European Court of Human Rights (ECHR) decided that an employer 
may terminate the employment of an employee if it is proven that an employee was using 
his electronic communications account, intended primarily for communication with cli-
ents, for private purposes. 
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The decision involved a Romanian citizen who had appealed against a decision of the Ro-
manian courts to the ECHR. He was referring to the right to privacy guaranteed by Art. 8 
of the European Convention on Human Rights. 

One of the employer’s key pieces of evidence was a multi-page transcript of the em-
ployee’s private correspondence. The ECHR has stated that a check of the employee was 
reasonable because it was a work account, which could be assumed as not containing pri-
vate messages. 

According to the Czech Labour Code, employees shall not use their manufacturing and la-
bour resources, including computers and telecommunications equipment, for their per-
sonal use without the consent of the employer. The employer has the right to enforce the 
prohibition with adequate checks. 

Adequate monitoring and surveillance of private staff communications is possible but 
only after prior notification, if a compelling reason supported by the special nature of the 
employer's activity is given. 

European Commission proposed a package of measures against tax evasion 
 
The European Commission proposed a package of measures to prevent evasion in the fu-
ture, especially in cross- border areas. The aim is to increase transparency between Mem-
ber States and provide fairer competition for all businesses in a single market. The pack-
age complements and reinforces the OECD initiative against tax base erosion and profit- 
shifting (BEPS). 

The amendment to the directive on administrative cooperation also introduces the obliga-
tion of the parent or subsidiary of the multinational group to produce an annual summary 
of select economic indicators of the group and post it to their tax administrators. It will 
then automatically share information with the tax authorities in all countries where the 
group exists. The aim is to enable the tax authorities of the Member States to effectively 
get the information for the proper collection of taxes. 

The package also includes a directive proposal to prevent tax evasion, a directive on ad-
ministrative cooperation between tax administrations of the Member States, as well as 
recommendations to modify the double tax treaties and the report on the EU external 
strategy in the area of fair taxation. 

As reported in the February issue of TBN, the directive against tax evasion proposes six 
measures that all Member States should introduce into their domestic legislation. 

Specifically: 

 ongoing taxation of the profits of the controlled companies in tax havens, regardless of 
the actual payment of dividends (CFC rules) 

 the right of the tax administrator to approve in advance the option of tax exemption 
against the possibility of tax credit on cross-border incomes (switchover rule) 

 taxation of transfers of assets or tax residency abroad (exit tax) 
 the obligation to respect the income characteristics from the source state (avoidance of 

double non-taxation, also known as Hybrid instruments) 
 limiting the tax deductibility of interest 
 setting up the general rule to restrain the abuse of tax law 

If the directive is approved as proposed, the Czech Republic will have to implement 
mainly the first three proposed changes into the legal system. 
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The Commission encourages Member States to amend already concluded agreements on 
avoidance of double taxation by setting general anti- avoidance rules and revisions of the 
definition of a permanent establishment. 

Amendment to the Income Taxes Act changes the asset depreciation period 
and child tax allowances 
 
The Ministry of Finance is preparing changes to the Income Taxes Act for the year 2017. 
They should affect individuals as well as legal entities. 

For personal income taxes, the amendment keeps the super gross principle as well as the 
solidarity tax increase in the amount of 7% of the tax base exceeding the limit for social 
security payments, i.e. CZK 108 thousand per month. The proposed amendment also 
states an increase in tax benefits for the second and each subsequent dependent child. 
The benefit for the second child should be CZK 1,617 per month and for each additional 
dependent child CZK 2,017 per month. 

Further, the amendment is also considering reintroducing withholding tax on employees 
whose monthly incomes don’t exceed CZK 2,500 (for example, under the agreement on 
working activity, or compensation for performance of a function) and on employers who 
don’t sign the tax declaration. 

The amendment also affects property ownership. The Ministry would like to refine the as-
set valuation method for interest-free loans for employees which exceed CZK 300,000. 

Finally, the amendment considers that the conditions for the tax exemption will be un-
loading funds obtained from the sale of property to purchase own housing, not housing 
for family or others. The condition would apply to owners of real estate who have lived in 
the real estate for less than 2 years. 

A draft for the time test for exemption of income from the sale of securities (shares) in a 
business corporation when inherited from the deceased who was a direct relative or a 
spouse is also changing. Now the time during which a security (share) was owned by the 
deceased should also be included. The change relates to individual income tax. 

The amendment to the provision regarding tax amortization of intangible assets applies 
to both individuals and legal entities. Now a minimum depreciation period should be set. 
This period could also be extendable. The adjustment thus reflects the fact that the period 
of use of intangible assets (and also the accounting depreciation) is generally longer. 

Another change is that it should be possible to depreciate the technical evaluation of for-
eign assets by the user. At present, the technical evaluation can be depreciated only by the 
tenant, while the subtenant doesn’t have that right. The adjustment would simplify many 
transfers of leases or sublease deals. 

The forthcoming amendment is now going through the external comment procedure, and 
we will continue to update you on the legislative process. 

The first control statements filed late without penalty and reverse charge for 
foreign persons 
 
A proposed amendment to the VAT Act provides for automatic remission of the one-thou-
sand CZK fine, for each of the first late filings of control statements in a given calendar 
year. It will also be possible to apply for a waiver of the fines in connection with the con-
trol statement ranging from CZK 10,000 to 50,000. The Tax Office will take into account 
the specific circumstances that led to the infringement.  
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The amendment also applies to foreigners not established in the Czech Republic and reg-
istered for AT. Starting from May 2016, there verse charge procedure will apply for the 
supply of goods to a taxpayer with the place of taxable supply in the Czech Republic, so 
the invoicing will be without VAT. 

Another major change is modifying the territorial jurisdiction of non-settled foreign per-
sons registered for VAT from the Prague Tax Office to the Moravian-Silesian Regional 
Tax Office. This amendment to the VAT Act in connection with customs regulations is 
now in the Chamber of Deputies. 

45,000 taxpayers did not hand in first control statement  
 
In February 2016, the Czech VAT payers were submitting their first control statements. 
Out of roughly 290,000 taxpayers, 45,000 did not manage to meet the deadline, as the 
Ministry of Finance stated. Another 10,000 managed to submit the control statement on 
time but did not fill in all the necessary information.  

PwC clients have the opportunity to use a special tool called VAT SPECTRUM, which pre-
vents similar mistakes and identifies other discrepancies in the reported data. Also thanks 
to this tool, we encountered no technical problems associated with the administration of 
control statements.  

Now the financial administration will analyze the data and will call for changes, additions 
and confirmations on reports submitted. 

April’s change of the taxpayer is postponed 
 
The planned change in the taxpayer for the tax on the acquisition of real estate from the 
seller to the buyer, which should have become effective from 1 April 2016, has been post-
poned. 

The reason was the interruption of the discussion of this amendment by the Budget Com-
mittee of the Chamber of Deputies. The deadline for handing in amendments was set on 
24 March 2016, thus the proposed effective date changed. 

The draft of the amendment aside from the taxpayer changes also brings an expansion of 
the tax base, adding the Right to build, simplifies the taxation of utilities, or changes in 
the assessment of exemptions for new buildings and utilities. 

Interest in the case of VAT excess retention remains low 
 
The forthcoming amendment to the Tax Code provides, among other things, a change in 
entitlements for interest on tax deductions. Interest represents compensation for a 
longstanding examination (and therefore the delay) of the tax deduction. Changes can be 
marked as rather cosmetic. The annual rate remains at the level of CNB's Repo rate plus 1 
percent point; however, the period of interest is newly defined. Under current legislation 
the taxpayer is entitled to interest effectively after7 months of retention of the deduction. 
The amendment shortens this period of time to 6 months.  

Despite the proclamations that this treatment is in response to the evolution of the EU 
Court jurisprudence, compliance with domestic legislation seems questionable. This is, 
firstly, due to the interest rate, and also to the period set. EU court in its last judgment for 
compliance of EU legislation and Slovak treatment pointed out that a 6-month period 
runs contrary to the VAT neutrality principle. 
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Tax offices will be able to accept credit card payments 
 
Lawmakers propose the option of paying taxes at the tax offices using credit cards. The 
condition should however be the disclosure of information of which types of taxes can be 
paid by credit cards and under what conditions. Use of credit cards is expected especially 
when paying administrative and court fees and fines. The amendment is currently under-
going comments proceedings. 

The automatic exchange of tax decisions with EU Member States 
is being prepared 
 
The amendment to the Act on International Cooperation in Tax Administration, which is 
in response to the EU Council Directive, introduces the automatic exchange of pre-tax de-
cisions (i.e. Rulings –in the Czech Republic “Rozhodnutí o závazném posouzení”) and the 
preliminary assessment of transfer pricing (i.e. Advance Price Agreements –in the Czech 
Republic “Závazné posouzení způsobu, jakým byla vytvořena cena sjednávaná mezi spo-
jenými osobami”) between financial administrations of EU Member States. Only deci-
sions related to cross-border transactions will be exchanged. Those decisions will be ex-
changed twice a year. In the Czech Republic the exchange will be provided by the General 
Directorate of Finance. Member states will also exchange information on all interim tax 
decisions and preliminary assessments of transfer pricing released after 31 December 
2011. Czech Republic undertook to implement the above-mentioned directive by the end 
of the year 2016. It is therefore planned that the amendment will come into effect in early 
2017. 

Legal entities will be held criminally responsible for more crimes  
 

The Chamber of Deputies approved a draft of the amendment to the law on criminal lia-
bility of legal entities. The range of criminal offenses for which a legal entity can be held 
criminally responsible is widening. Criminal liability should be newly applied to all 
crimes or offenses listed in the Criminal Code, except for those specifically excluded by 
the law. A significant change is an extension which is granting the right to the legal entity 
to exculpate itself from a criminal offense. Until now the legal entity could be acquitted of 
criminal liability only in relation of the infringement of its employees, but with the new 
change, the entity will be able to exculpate from activities of other persons who conduct to 
the entity –for example, the statutory body or persons with decisive or managing influ-
ence. 

A draft of the amendment to the Criminal Code, which foresees the criminalization of the 
preparation of the criminal act of tax evasion, also passed the third reading in the Cham-
ber of deputies. The damage of the act has to be at least CZK 5,000,000 or it has to be 
committed in connection with an organized group operating across borders. Preparation 
of the crime generally involves the deliberate creation of conditions for its perpetration. 

 
Your local contact person: 
 
David Borkovec 
Lead Tax & Legal Services Partner 
+ 420 251 152 561 
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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 mini-
mum registered capital for limited liability companies to HUF 3 million. As previously the 
minimum 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 com-
pany’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 comply-
ing 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 res-
olution 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 compa-
nies 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 competence of the shareholders’ meeting). 
 
Implementation of Community customs law nearing completion 
 
Act XIII of 2016 on the Implementation of Union Customs Law (the “New Customs 
Act”) was promulgated in issue 49/2016 of the official Hungarian gazette Magyar 
Közlöny, published on 11 April 2016. This means that the process of aligning Hungarian 
customs regulations with the new Union Customs Code, set to come into force on 1 May 
2016, is nearing completion. Below, we highlight some of the key changes: 
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1. Stricter rules on obtaining and retaining authorized economic operator 
(AEO) status 
 
The New Customs Act provides precise definitions for certain newly-introduced con-
cepts in the common legislation of the Union Customs Code relating to AEO status, 
such as ‘serious infringement or repeated infringements of customs legislation and tax-
ation rules’ and infringements considered ‘to be of minor importance’. The New Cus-
toms Act also lays down detailed rules on fulfilling the newly introduced criteria for 
practical standards of competence or professional qualifications directly related to the 
activity carried out by the economic operator. 
 
Companies holding an AEO certificate must review their activities in the light of the 
new definitions to determine whether they comply with the new legislation. Certificates 
granted before 1 May 2016 will remain in effect, but will be subject to mandatory re-as-
sessment by the customs authority, during which they will be reviewed for compliance 
with the new, stricter rules. 
 
2. Customs penalties changed 
 
From 1 May 2016, as a general rule, noncompliance resulting in a customs deficit will at-
tract a customs penalty of 50% of the customs deficit, which essentially means reverting 
to the rules applicable prior to 1 January 2015. If the infringement or noncompliance in 
question was committed by falsifying or destroying accounting documents, books or rec-
ords, the customs authority will impose a customs penalty of 200% of the customs deficit. 
 
For instances of non-compliance not resulting in a customs deficit, the New Customs Act 
specifies different penalty brackets according to the gravity of the non-compliance. Pro-
vided that certain conditions are met, and that the non-compliance in question was com-
mitted for the first time, the customs authority will only warn the person concerned, ra-
ther than impose a customs penalty. 
 
In a further change, from 1 May 2016 adjustment premium will be eliminated, and cus-
toms penalties may no longer be imposed if the declarant requests modification of the 
customs declaration before the customs authority starts the post-release control process. 
Persons concerned will also be given the opportunity of submitting a modification request 
to the customs authority after the start of post-release control but before delivery of the 
record containing the findings of the control. In such cases the customs authority will 
only impose 50% of the customs penalty that may otherwise be established under the 
general rule. 
 
The New Customs Act sets out the procedures to be applied in the case of non-compliance 
relating to the use of authorizations issued by the customs authority, including in particu-
lar the revocation, suspension, and amendment of such authorizations. 
 
3. Regulations on customs representation 
 
From 1 of May 2016, authorizations for permanent customs representation will have to be 
submitted using a standard form provided by the customs authority (EGYKE). Authoriza-
tions submitted in a different form before 1 of May 2016 will not need to be resubmitted. 
 
From 1 May 2019, a new customs representation regime will be introduced, based on reg-
istration and meeting specific professional requirements. The New Customs Act intro-
duces the professional category of registered customs advisors, who may represent their 
clients before the customs authorities in all customs-related matters. Their professional 
activities will be subject to meeting certain conditions, such as for example providing 
proof of holding a higher education degree in a relevant field or having customs-related 
professional experience and qualifications. The other group of customs representatives 
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will consist of registered customs agents, who will be subject to less strict requirements. 
Importantly, customs agents will not be permitted to act as customs representatives in re-
gard to certain customs related matters (e.g. in appeals procedures). 
 
The picture is getting clearer on the practical aspects of sharing 
R&D costs among related companies 
 
Until recently, there have been many uncertainties regarding how the corporate tax base 
allowance for sharing R&D costs among related companies, which has been available un-
der the Hungarian corporate tax regime since 1 January 2014, is applied in practice, be-
cause the law provides little guidance on the relevant requirements. 
 
Under the Corporate Tax Act as currently in force, applying this type of tax base allow-
ance requires that the taxpayer have at its disposal – by the time it files its corporate tax 
return at the latest – a written unilateral declaration from its related company showing 
the direct costs of the related company’s own R&D activities and the amount by which 
the parties intend to reduce the corporate tax base on account of such costs. The parties 
are jointly and severally liable for the content of the related company’s declaration. 

There are, however, a number of questions left open by the relevant regulations, such as 
how to determine the extent and range of the R&D costs to be shared (in particular for 
companies that pursue R&D activities related to multiple activities) or what joint and 
several liability means regarding the content of the above- mentioned unilateral decla-
ration. Further questions could also be raised, e.g. whether taxpayers using their related 
company’s R&D costs to reduce their tax base may conduct a self-revision if, due to tax 
audit findings or other reasons, the amount of shareable R&D costs changes in the fu-
ture, or whether the sharing of R&D costs can be regarded as an economic event subject 
to transfer pricing rules. These uncertainties have discouraged several company groups 
from taking advantage of this opportunity, despite having member companies with sig-
nificant R&D items suitable for tax base reduction in their accounts. 

Information recently provided by the Ministry for National Economy has clarified the 
following issues: 

 As a supplement to the unilateral declaration, the parties may also enter into a bilat-
eral agreement to set out their future responsibilities regarding joint and several lia-
bility, and determine the calculation method supporting the amount of R&D costs to 
be shared. 

 In view of the principle of joint and several liability, the Ministry confirmed that tax-
payers that reduced their tax base by an incorrect amount on account of their related 
company’s R&D activities may conduct a self- revision to correct the error. The in-
formation provided by the Ministry also sheds light on how taxpayers applying such 
a tax base reduction at their discretion affects their right to conduct a self-revision. 

 In addition, the interpretation of the law provided by the Ministry also covers argu-
ments that would support a finding that a transaction aimed at sharing R&D costs 
cannot be regarded as an economic event subject to transfer pricing rules, i.e. nei-
ther the corporate tax base adjustment relating to transfer pricing nor the transfer 
pricing documentation obligation is applicable to such a transaction. 

 
 
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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Latvia 

Permanent establishment’s tax loss surrender  
 
In an advance ruling published on 8 January 2016 the State Revenue Service (SRS) ex-
plains whether a permanent establishment (PE) can surrender its tax losses to another 
company as a result of reorganization. 

This ruling is no longer on the list of the SRS’s public rulings. We have obtained confir-
mation that it has been temporarily removed because it contained sensitive information 
about the taxpayer. Accordingly, the SRS’s opinion expressed in the ruling remains un-
changed. With this ruling the SRS confirms that the PE of a non-Latvian EU company 
going into reorganization is allowed to surrender its tax losses brought forward to a Lat-
vian company. 

With this ruling the SRS has recognized that any Latvian tax losses accumulated by an 
EU company’s PE are capable of being surrendered to a Latvian-registered company 
through reorganization. 

Because the PE is not an independent trader within the meaning of the Commercial 
Code, this reorganization will always be a cross-border reorganization between the PE’s 
head company and the Latvian-registered entity. The cross-border reorganization will 
need to be confirmed by a certificate issued by the national tax authorities. A non-Lat-
vian EU company going into reorganization must meet the following criteria: 

 the company’s form of business is listed in Appendix 1 to the CIT Act; 
 the company is tax resident in the relevant EU member state only; 
 the company pays tax specified in Appendix 2 to the CIT Act; and 
 the company is neither exempt from tax nor eligible for an exemption. 

In this ruling the SRS has made an important deviation from the formula for calculating 
tax losses to be surrendered. In the course of a reorganization, any tax losses a taxpayer 
could surrender were calculated according to the ratio of assets transferred after the re-
organization to total assets before the reorganization. However, in a cross-border reor-
ganization where all tax losses are attributable to the business transferred in Latvia that 
is separate from the EU company’s other business activities, it is possible to surrender 
all tax losses, ignoring the ratio. 

At the same time, the SRS has recognized that disposing of the PE as a business unit 
without undertaking a reorganization denies the right to transfer tax losses. This ap-
proach is based on the SRS’s view that a tax loss surrender is directly associated with 
the reorganization mentioned in section 6.2 of the CIT Act. Unfortunately, a reorganiza-
tion is only mentioned in the title of the section, but its subsection 1 covers a business 
transfer as well. The ruling emphasizes that the SRS will only recognize a business 
transfer when it comes to reorganizing a Latvian or non-Latvian EU company. 

Bringing a business into a new company would be treated by the SRS as a disposal, 
which denies the right to transfer tax losses. We believe that this approach is contrary 
to the listing in section 6.2(1) of the CIT Act. 

This approach might create difficulties when it comes to planning a cross-border reor-
ganization with companies in Estonia. 
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Poland 

General Anti-Avoidance Rule – the bill to amend the Tax Ordi-
nance Ac sent to the Polish Parliament 
 
In brief 
 
On 24 March 2016 Polish government sent to the Parliament the draft bill to amend the 
Tax Ordinance Act aiming to introduce General Anti-Avoidance Rule (GAAR) into 
Polish tax law. According to the draft as it stands now, GAAR shall apply to all types of 
taxes (apart from VAT where other provisions are proposed to prevent VAT avoidance) 
and shall preclude a taxpayer from obtaining a tax benefit as a result of artificial trans-
actions. At this stage the timeline for parliamentary proceedings has not been deter-
mined yet. 

In detail 

Proposed anti-avoidance rule 

The bill sent to the Parliament generally reflects the draft version published at the end of 
2015. 

According to the bill, legal transactions with the main purpose of obtaining a tax advantage 
(defined very broadly, e.g. including also tax deferral) contrary to object and purpose of 
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 the ones issued will not protect in case tax avoidance is 
identified (this restriction will not apply to tax rulings issued before the new law enters 
into force). However, taxpayer will have a right to apply for a “securing opinion” to the 
Minister 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. 

Entry into force 

The draft as it stands now, stipulates that the amendments will come into force after 30 
days of the date of their promulgation. The draft amendment provides that GAAR should 
be applicable to actions performed after the amendment’s entry into force. 

At this stage the timeline of Parliamentary works in not yet known. 
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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 y our activities. In particular it would be suggested to properly document the rea-
soning of your business decisions made. 
 
Transfer pricing documentation for tax-neutral transactions 
 
In brief 

On 8th March 2016, the Polish Supreme Administrative Court (pol. Naczelny Sąd Admin-
istracyjny, the “NSA”) has given a judgment in a case (no. II FSK 4000/13) concerning the 
taxpayer’s transfer pricing reporting obligations for capital transactions subject to an ex-
emption from corporate income tax. The above related to an in-kind contribution of 
shares, the purchase of shares in exchange for a cash contribution and purchase of shares 
following a share capital increase, in exchange for cash and in-kind contributions. Accord-
ing to the NSA, although the transactions did not give rise to any tax obligation, developing 
the transfer pricing documentation was still mandatory. NSA took this position even 
though the case concerned a private ruling request submitted by the agent of… the State 
Treasury. 

In detail 

Tax-neutral transactions 

The claimant conducted four operations: 

i. an in-kind contribution to a company; 

ii. purchase of shares following an increase in share capital in exchange for an in-kind 
contribution; 

iii. purchase of shares for a cash contribution and; 

iv. purchase of shares following an increase in share capital in exchange for a cash con-
tribution. 

The claimant requested the Minister of Finance an individual ruling, claiming that neither 
of the operations constituted a transaction Polish transfer pricing provisions. According to 
the claimant, under those provision, a transaction is understood as sale or purchase of 
goods or services. 

Furthermore, the claimant emphasized that the operations constitute a share- for-share 
exchange, which is tax-exempt. 

Finally, the claimant in the proceedings was the State Treasury – the beneficiary of all cor-
porate income tax contributions, which justifies its general exemption from payment of the 
tax. 

Based on the above, the claimant suggested that the obligation, under art. 9a of the CIT 
Law, to prepare transfer pricing documentation does not apply. 

The Minister of Finance declared the position of the claimant incorrect and although the 
Provincial Administrative Court in Warsaw (judgment dated 28th August 2013, case no. III 
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SA/Wa 3335/12), the NSA sided with the tax authority and declared that the taxpayer 
must prepare transfer pricing documentation for the transactions in question. 

Reporting obligations, regardless of tax 

In the verbal justification to the judgment, the NSA pointed out that TP documentation 
must be prepared for each transaction, regardless of whether it gives rise to a tax obliga-
tion or not. 

Exemptions under specific provisions of the CIT Law do not exonerate the taxpayer from 
the obligation to prepare TP documentation because art. 9a of the CIT Law does not refer 
to exemptions. 

According to the NSA, the term transaction must be construed in accordance with natural 
language meaning to include all transfers of goods, money and other value. Therefore all 
operations in question constitute transactions under art. 9a of the CIT Law. 

The State Treasury is not exempt from preparing transfer pricing documentation. Alt-
hough it is tax exempt, which means that it is not bound to pay taxes, legally it remains a 
taxpayer, therefore it is bound by the TP reporting requirements. 

How is this relevant for me? 

This is another judgment in a series (judgments in cases no. II FSK 2849/12; II FSK 
1052/11; II FSK 1319/10), confirming TP reporting obligations with regard to transactions 
which do not give rise to any tax obligation. 

This means that the taxpayer must prepare transfer pricing documentation even when its 
examination cannot lead the tax authority to declare a higher income and – as a conse-
quence a higher value of tax. Not even a flat exemption applicable to the taxpayer as a 
whole eliminates the TP reporting requirement. 

The sanction for lack of TP documentation for such, tax- neutral transactions remains un-
certain. It is difficult to envisage the application of the punitive, 50% rate of tax (under 
art.19 s.4 of the CIT Law) if the transaction (or the taxpayer) are tax-exempt. 

Please do note however, that the lack of transfer pricing documentation maybe deemed a 
minor offence under the Fiscal Penal Code. 

A written justification for the judgment remains to be issued. 

 
Your local contact person:  
 
Rafał Dróbka 
Tel: +48 22 746 4994 
rafal.drobka@pl.pwc.com 
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Romania 

European Commission: “Geo-blocking in the e-commerce sector is 
widespread throughout the EU” 
 
In brief 

The European Commission has published the preliminary results of its online commerce 
sector inquiry. Conclusion: agreements between distributors and suppliers by which the 
online sales of the distributors are geographically restricted raise competition law con-
cerns. A similar investigation is currently ongoing in Romania. 
 
In detail 

The online commerce sector inquiry was launched in May 2015 with a view to verifying the 
existence and spread of agreements between suppliers and distributors regarding geo-
blocking in the sector (irrespective of the industry). 
 
Geo-blocking limits the rights of distributors to sell abroad and / or outside the geograph-
ical territory set by the supplier. 
 
The European Commission identified the fact that geo-blocking is agreed contractually or 
verbally / informally and entails technical barriers which restrict consumers from buying 
online from outside the state / geographic territory allocated by the supplier. 
 
Replies from more than 1,400 sellers from across all 28 European Union Member States 
show that they frequently use geo-blocking for consumer goods or digital content. 
 
Examples of geo-blocking are refusal to accept foreign payment methods, re-routing and 
website access blocks. 
 
If geo-blocking is the result of an agreement between distributors and suppliers, such 
agreements can restrict competition and must be analyzed in detail from the perspective of 
the effects they produce. 
 
[Source: http://europa.eu/rapid/press-release_IP-16-922_en.htm] 
 
The Takeaway 

The European Commission’s preliminary results may be considered an alarm bell regard-
ing the sensitive competition aspects identified. In Romania, the Competition Council is 
expected to communicate a similar conclusion, as the authority is currently running its 
own online commerce sector inquiry. 
 
 
Your local contact person: 
 
Anda Rojanschi, Partner 
Tel: +40 21 225 3586 
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Russia 

Russian Government's action plan approved 
 
In brief 

The Russian Government has published its “Action Plan to Ensure Stable Socio-economic 
Development in 20161” (hereinafter, the “Plan”). A number of changes in taxation are 
planned, including several associated with small businesses and high technology. A num-
ber of other important initiatives have been also proposed, including the provision of as-
sistance to certain categories of borrowers, who took out mortgages denominated in a for-
eign currency (clause 11 of the Plan), offering support to domestic software programmers 
(clause 33 of the Plan), and assistance in the export of high tech products (clause 36 of the 
Plan). 
 
In detail 

The Russian Government is planning to undertake the following important actions in re-
gards to taxation: 
 
 Increasing the threshold income up to RUB 120 million for the application of special 

tax regimes2, as well as raising the maximum size of fixed assets’ value used for the ap-
plication of simplified tax system3 (clauses 74 and 75 of the Plan); 

 
 Reducing the transport tax for owners of trucks with a maximum authorized weight of 

over 12 tons by the amount of payments made to the Platon Electronic Toll Collection 
system, but not more than the amount of tax assessed (clause 110 of the Plan); 

 
 Introducing an exemption from taxes and social payments for three years, as well as 

an exemption from liability for illegal business operations by unregistered individual 
entrepreneurs as long as they have provided voluntary registration (clause 82 of the 
Plan); 

 
 Prolonging reduced social insurance contributions for IT companies as well as reduc-

ing contributions for engineering companies4 (clause 67 of the Plan); 
 
 Introducing taxation of oil production which is based on the financial results, yet for 

pilot projects (clause 63 of the Plan). Thus, the Russian Government plans to engage 
oil companies in the development of oil deposits that would be otherwise uneconomi-
cal to develop under the current tax regime. The main principles of the proposed tax 
regime are covered in a press release from the Russian Finance Ministry5; 

 
 Prolonging the application of the zero VAT rate on suburban railway passenger ser-

vices in 2017 (clause 112 of the Plan); 
 

                                                             
1 Http://www.consultant.ru/law/hotdocs/45775.html 
2 Right now, the threshold income for the application of the simplified tax regime and the patent tax 
system is set at RUB 60 million per year (as per Articles 346.13.4 and 346.45.6 of the Russian Tax 
Code, respectively). 
3 At present, companies with a net book value of fixed assets exceeding RUB 100 million are not 
eligible to apply the simplified tax system under Article 346.12.3.16 of the Russian Tax Code. 
4 At present, IT companies pay contributions at a total rate of 14%, instead of the standard 30%. En-
gineering companies applied the benefits only up to 2013 (Federal Law No. 212-FZ of 24 July 
2009). 
5 http://www.minfin.ru/ru/press-center/?id_4=33117 
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 Prolonging the availability of the uniform imputed income tax up until the end of 
2020, but limit its application (clause 80 of the Plan). 

 
 In addition, in order to improve the investment climate, there is a plan to review cases 

where entrepreneurs are subject to criminal prosecution for first-time offences (clause 
50 of the Plan). 

 
The responsible authorities, timeframes and expected results are indicated for each action 
within the Plan. We are following the implementation of these actions. 
 
Taxpayers can now contest MinFin and FTS clarifications in the 
Supreme court, effective 16 March 
 
In brief 

On 15 February, President Vladimir Putin signed three bills into law. These new federal 
laws1 create a formal mechanism for contesting clarifications issued by Russian regula-
tors. Among other things, the law now allows taxpayers to challenge in court clarification 
letters issued by the Russian Ministry of Finance (MinFin) and the Federal Tax Service 
(FTS) that they do not agree with. The three new laws will take effect 30 days after their 
official publication (that means starting from 16 March). 
 
In detail 

The MinFin and the FTS regularly issue documents that, while not formal regulations, 
contain interpretations of legislation and, thus, may be binding for all tax offices with re-
spect to taxpayers in general. 
 
In practice, any such clarification that is unfavorable to the taxpayer effectively heightens 
the risk of additional tax charges. There have been cases where judges have relied on the 
opinion of the MinFin, for example, when handing down rulings, citing the relevant Min-
Fin clarification letters in their formal rationale for the ruling. Specifically, the MinFin 
has repeatedly expressed an opinion on thin capitalization2 that indirect participation 
may be reflected in the fact that both entities (Russian borrower and a foreign lender) are 
controlled by a single center, i.e. a foreign parent company. While this conclusion does 
not formally ensue from the text of the Russian Tax Code, it has nevertheless been cited 
in a number of court decisions, including rulings handed down by the Supreme Court3. 
 
Cases of MinFin letters being contested have already taken place4. The difference now 
is that the taxpayer’s ability to contest such letters and a relevant procedure 
have been formally enshrined in law. The Supreme court will hear cases in which 
taxpayers seek to contest MinFin or FTS clarifications. 
 
The takeaway  

Clarifications issued by fiscal authorities that are unfavorable to a taxpayer may have an 
impact on the preparation of the taxpayer’s financial statements. So, in light of this latest 
development, taxpayers are advised to consider the newly granted procedure for contest-
ing clarifications when developing their strategies for managing tax risks. 
 
                                                             
1 http://publication.pravo.gov.ru/Document/View/0001201602150058 
http://publication.pravo.gov.ru/Document/View/0001201602150049 
http://publication.pravo.gov.ru/Document/View/0001201602150047 
2  See, for example, Letter No. 03-08-05/33698 of 10 July 2014.   
3  Supreme Court of the Russian Federation Ruling No. 305-КГ15-8766 of 17 July 2015.   
4 Russian Federation Supreme Arbitrazh Court (SAC) Resolution No.VAS-13840/12 of 29 Novem-
ber 2012. 
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Amnesty law clarified 
 
In brief 

Russian State Duma deputies have passed a bill in the third, and final, reading (Bill No. 
954176-6) to amend Federal Law No. 140-FZ of 8 June 2015 on tax amnesty. After the 
bill is passed by the upper house Federation Council and signed by President Vladimir 
Putin, as expected, the proposed amendments will be enacted into law. 
 
The new provisions will then take effect once the law is officially published, but will apply 
also to those persons who have already filed a special declaration. 
 
The amendments will eliminate certain limitations in the administration of currency 
transactions by legitimizing such transactions on foreign accounts carried out prior the 
filing date but not prior to 1 January 2015. 
These developments effectively expand the scope of amnesty and could make declaring 
foreign accounts a truly viable option. 
 
Furthermore, in addition to an individual’s property, the definition of “amnestied 
property” now includes the property of such an individual’s controlled foreign corpo-
ration (CFC). This offers hope that the amnesty program will cover both the activities of 
individuals as well as transactions carried out by structures that the given individual con-
trols. 
 
It is important to note that the bill calls for repealing the requirement to repatri-
ate amnestied property to Russia. This requirement had given rise to numerous 
questions, for example whether one could repatriate the shares of a foreign company. The 
lawmakers have eliminated this requirement. 
 
At the same time, the wording of the expression “use of property constituting 
stocks (shares/units) in the charter capital of companies”, which the bill contains 
in the context of warranties provided to the declarant, has caused some concern. The in-
terpretation seems to be rather narrow. The bill construes this expression to mean trans-
actions designed to form assets of corresponding companies, without explicitly mentioning 
the receipt of dividends or other income. 

Please note that some aspects of the law have not yet been clarified. For example:  
 
  completeness of amnesty of income of 2014. This ambiguity has appeared because a 

relevant tax was not paid in 2015, so fines for tax violation are not subject to the tax 
amnesty program;  

  the option of reflecting the property that has been already disposed of in declarations; 
and  

 the direct indication that warranties could be provided to both individuals and compa-
nies.  

The takeaway 

Individuals who have violated Russian currency and tax law have the opportunity to bring 
their financial matters into compliance with the law by going through the amnesty pro-
gram. They may submit three documents to the authorities (the information in the docu-
ments should not be contradictory): 

 a special declaration (to receive warranties with respect to past transactions); 

 a 3-NDFL form; and 

 a statement of cash flows on foreign bank accounts. 
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We can assist you and your clients with developing a proper action plan for the next few 
months and minimizing the tax and currency implications given all the pros and cons of 
the tax amnesty law. We are also ready to assist with drafting the relevant documents. 

Environmental fee is finally established 
 
In brief 

On 9 April 2016 the Russian Government adopted environmental fee rates1. With the 
adoption of rates, it becomes possible for companies to calculate the final amount of the 
environmental fee payable for 2016. 
 
The Resolution #№284 envisages environmental fee rates in respect of each of the 36 
groups of goods included in the list established by the Russian Government in September 
20152. The rates are stipulated in rubles per unit of weight (ton) of goods/packaging. 
 
As a result, currently all elements necessary for calculation of environmental fee payable 
for 2016 are established by the legislation, including the list of goods and packaging sub-
ject to the fee, recycling coefficients, environmental 
fee rates. 
 
In detail 

As you know, in January 20153 an obligation for disposal of finished products, including 
packaging was introduced for manufacturers and importers. Manufacturers and import-
ers may choose one of the following methods of disposal of goods / packaging: 
 
 organizing their own recycling infrastructure for disposal of goods / packaging; 
 cooperating with licensed waste disposal operators; 
 creating joint recycling infrastructure for goods / packaging with other manufacturers 

or importers. 
 
If the above mentioned conditions are not met for self- disposal of the goods/packaging, 
companies should pay environmental fee. 
 
The reporting period for environmental fee is a calendar year. In accordance with regula-
tions adopted by the Russian Government, payers should make the payment of the envi-
ronmental fee for 2016 not later than on 15 April 2017. Moreover, during March and April 
2017 manufacturers and importers are also required to prepare and he appropriate re-
ports. 
 
Environmental fee is calculated by multiplying the fee rate on the recycling coefficient 
and on the weight of the goods/packaging put into circulation in the territory of the Rus-
sian Federation for the relevant reporting period. The list of goods / packaging subject to 
disposal was established by the Russian Government in September 2015 and recycling co-
efficients were adopted in December 20154. Therefore, as of now the Government has 
adopted all the elements required for calculation of the environmental fee amount paya-
ble for 2016. 
 

                                                             
1  Resolution of the Government #284 of April 9, 2016 “On the establishment of the environmental 
fee rates that should be paid by manufacturers and importers per each group of the goods (includ-
ing packaging) subject to recycling after the loss of consumer properties”   
2 Decree of the Government #1886-p of September 24, 2015.   
3 Federal Law # 458-FZ “On amending the Federal Law “On production and consumer waste” and 
certain legislative acts of the Russian Federation”.   
4  Decree of the Government # 2491-p of December 4, 2014 “On the establishment of the recycling 
coefficient of the waste of goods usage”.   
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The takeaway  

Final approval of all elements of the environmental fee allows manufacturers and import-
ers to take the decision on the method of disposal of the goods (packaging) and to get pre-
pared for payment of environmental fee.  
 
In particular, to comply with the requirement to pay the environmental fee until 15 April 
2017 the companies need to determine the list of their goods / packaging subject to recy-
cling on basis of applicable HS codes. In order to be able to calculate the environmental 
fee, it is important to ensure that information about the weight of goods and packaging is 
available in companies’ system (or to make required changes to the current systems).  
 
From business perspective, information about costs associated with obligation of the 
companies for goods (packaging) recycling or payment of the environmental fee may al-
low companies to timely review the pricing policy and to reduce potential effect of the en-
vironmental fee costs on profitability.  
 
How we can help?  

We will keep you informed on developments on the matter and will be pleased to provide 
support in bringing internal processes and systems in compliance with the new chal-
lenges in the area of accounting and reporting on recycling of goods (packaging) or pay-
ment of environmental fee.  
 
We may propose our help in determination of the list of goods/packaging subject to recy-
cling, in particular, support with classification of goods/packaging in accordance with HS 
codes, as well as providing advice on the development of an approach to determination of 
weight of goods/packaging. In addition, we can assist with the preparation and/or audit 
of the annual reports submitted to the Federal Service for Supervision of Natural Re-
sources.  
 
Our legal team specializing in the environmental legislation will also be happy to assist 
with the development and (or) analysis of the agreements on recycling of goods (packag-
ing) to be concluded with licensed operators. 
 
 
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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Ukraine 

New filing thresholds for merger control are established 
 
On 18 March 2016 the Law regarding enhancement of the efficiency of the control over 
economic concentrations (hereinafter – the “Law”)1 was published. 
 
The amendments are aimed at increasing the economic thresholds triggering the Antimo-
nopoly Committee of Ukraine (hereinafter – the “AMCU”) preliminary approval for con-
centration and simplifying the approval procedure. 
 
In particular, amendments stipulate the following: 
 
 The AMCU approval shall be obtained if in the last financial year (1) the combined 

worldwide value of the parties’ assets or turnover exceeds EUR 30 million and the 
value of assets or turnover of each of at least two parties in Ukraine exceeded EUR 4 
million; or (2) Ukrainian value of assets or turnover of the target exceeds EUR 8 mil-
lion and worldwide turnover of at least one other party exceeds EUR 150 million; 

 
 a simplified 25-day review procedure is introduced for transactions where: only one 

party operates in Ukraine; or (2) parties’ combined market share does not exceed 15% 
on the overlapping markets; or (3) parties’ combined market share does not exceed 
20% on vertically related markets; 

 
 possibility of consultations with the Anti-Monopoly Committee of Ukraine at the pre-

filing stage regarding documents and information, necessary for obtaining the ap-
proval. 

 
The new rules will become effective two months after its official publication (i.e. from 18 
May 2016). 

We will continue to monitor the developments and keep you updated on the sue. 

The State Fiscal Service of Ukraine clarified the legal nature of 
bonuses paid to distributors 
 
Recently2, the State Fiscal Service of Ukraine (hereinafter – “the SFS”) has ruled that mo-
tivational and stimulus bonuses paid to distributors for reaching certain economic indica-
tors should be treated as payments for marketing services. 

The SFS argued that motivational and stimulus payments (premiums, bonuses, other in-
centives), paid to distributors (e.g. for accurate sales forecasts, reaching sales targets, sell-
ing complete product line-up), are designed to promote sales. Therefore, such payments 
should be treated as fees for marketing services provided by such distributors. 

The SFS stated that, in light of the above, such services are subject to VAT under standard 
rules. Distributors receiving such bonuses, will be required to assess VAT liabilities and 
register respective VAT invoices that entitle the payers to recognize VAT input. 

Your local contact person:  
Camiel van der Meij 
camiel.van.der.meij@ua.pwc.com 
                                                             
1 Law of Ukraine “On Amendments to the Law of Ukraine “On Protection of Economic Competition” (re-
garding enhancement of control system efficiency for economic concentrations) No. 677-VIII dated 26 Janu-
ary 2016. 
2 Letter of the SFS dated 02.03.2016 No. 4744/6/99-99-19-03-02-15. 
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