
 

www.pwc.com  

Osteuropa kompakt  
Issue 136 / May/June 2016 

Osteuropa kompakt 
 

Table of Contents 

Azerbaijan ...................................................................................................... 2 

Bulgaria ......................................................................................................... 6 

Czech Republic ..............................................................................................10 

Hungary ........................................................................................................ 13 

Latvia ........................................................................................................... 23 

Poland .......................................................................................................... 28 

Romania ........................................................................................................ 41 

Russia .......................................................................................................... 45 

Slovakia ........................................................................................................ 53 

Slovenia ....................................................................................................... 58 

Ukraine ......................................................................................................... 61 

Contact ......................................................................................................... 63 

Subscription and cancellation ...................................................................... 63 

 
 



 
 

 

 

PwC   2 
 

 

 

Azerbaijan 

Presidential Decree on approval of the green 
corridor rules for the border crossing of goods and 
vehicles 

The rules have been established to make customs clearance procedures more transparent, 
flexible and to develop official – entrepreneur relationships in accordance with modern 
management principles. Below are presented the definitions of established by the rules 
“corridors”. 

Green corridor – is a system of goods and vehicles border crossing that does not include 
the physical inspection of the products; procedure provides goods and vehicles release 
from the border checkpoints without any customs clearance procedures. 

Blue corridor – is a system of goods and vehicles border crossing that requires 
presentation of certain customs forms after goods have crossed the border. 

Yellow corridor – is a system of goods and vehicles border crossing requiring check of 
existence of all necessary certificates and import documents with the products. 

Red corridor – is a system of goods and vehicles border crossing involving operation of all 
required inspections. 

Corridor for each good is determined based on the short declaration indicating all 
necessary information submitted in the electronic form. 

Presidential Decree on amendments to the rules of 
Consideration of the Azerbaijan Republic citizenship 
and their resolution  

Amendment added grounds that may suffice for the loss of Azerbaijani citizenship. The 
volunteer service of Azerbaijani citizens in the foreign state municipal or armed forces, 
participation in terrorism or damaging Azerbaijan’s security, performance of actions 
aimed to force change of Azerbaijan’s Constitution, participation in religious extremist 
groups are some of these grounds. The information about performance of noted above 
actions by the Azerbaijani citizen is gathered by the State Security Service, Internal and 
External Exploration Services and presented to the State Migration Service, which 
prepares its opinion and presents case to the court. 

Presidential Decrees on amendments to regulations 
of State Migration Service, Entry-exit and 
registration regulating system 

Application to the court for the consideration of loss of citizenship of the Azerbaijan 
Republic have been added to the list of State Migration Service’s duties. 
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Presidential Decree on amendments to the 
regulations of local and central executive bodies 

Decree adds following words to the regulations of executive bodies: 

“The Appeal Board is created within the local/central executive bodies to examine the 
repeat complaints of individuals engaged in entrepreneurial activities and legal entities in 
connection with actions of the government bodies or their structure (local) organizations’ 
decisions, actions or inactivity (with the exception of appeals with respect to offenses 
related to corruption)”. 

Amendments to the Law on State Duty 

The amendment provides that the car carriers of the states applying extra state duty to 
the car carriers of Azerbaijan will be subjected to the state duty (not defined by this law) 
in Azerbaijan. 

In addition, according to the amendment foreign countries’ trucks, motor vehicles with 
trailers and semi- trailers effective 1 June 2016 shall be exempted from state duty for a 
period of 3 years in the following cases: 

 when goods transported by railway are loaded to trucks, vehicles with trailers and 
semi-trailers and transported to other country from the nearest customs point in the 
first railway station on the territory of Azerbaijan; 

 when goods transported by foreign countries’ trucks, vehicles with trailers and semi-
trailers from the territory of other country passing the nearest customs point to the 
first railway station of Azerbaijan and transported out. 

Amendments to the Tax Code 

The amendments introduced changes to the article of the Tax Code related to the road 
tax. Thus, foreign countries’ trucks, motor vehicles with trailers and semi-trailers 
effective 1 June 2016 shall be exempted from road tax for a period of 3 years in the 
following cases: 

 when goods transported by railway are loaded to trucks, vehicles with trailers and 
semi-trailers and transported to other country from the nearest customs point in the 
first railway station on the territory of Azerbaijan; 

 when goods transported by foreign countries’ trucks, vehicles with trailers and semi-
trailers from the territory of other country passing the nearest customs point to the 
first railway station of Azerbaijan and transported out. 

The Tariff Committee of Azerbaijan confirmed prices 
for over a thousand of medicines 

The Tariff Committee confirmed prices for 7075 medicines out of more than 10 thousands 
registered in Azerbaijan. 5741 of these medicines are already being sold under the 
confirmed prices, however, the prices of outstanding 1334 came into force effective 1 June 
2016. 
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Amendments to the Migration Code have been 
adopted 

As our readers may recall from our Issue №10, the draft amendment proposed inclusion 
of heads and deputy heads of legal entities, founded in Azerbaijan by a foreign legal entity 
or a foreign individual, professionals of certain categories, invited to work into the 
country by legal entities established in Azerbaijan, or individuals - citizens of Azerbaijan, 
to the list of foreign persons exempted from applying for a work permit. These 
amendments have been adopted and came into force. 

Furthermore, definitions of “professionals” and “certain activity categories” have been 
clarified by the separate Presidential Decree. Thus, “professionals” are individuals 
holding degree/qualification in shipbuilding with at least one-year experience in this 
field, while “certain activity category” refers to the shipbuilding activity performed by the 
residents of Garadag industrial park or their contractors established in Azerbaijan. 

Please also note that the above- mentioned criteria can be considered as ground for 
application for temporary residence permit. 

Amendments to the Code of Administrative Offences 

Amendment adds penalties for violation of the transaction rules between related persons 
and for failure to submit the information on these transactions in the manners prescribed 
by the law. The penalty for legal entities has been determined in the range of AZN500 – 
AZN 20,000. 

Establishment of ASAN Visa System 

Presidential Decree established the ASAN Visa System to simplify the process of visa 
obtainment for foreigners and stateless persons arriving to Azerbaijan and to ensure 
efficiency and transparency of electronic visa systems. 

Foreigners and stateless persons may apply directly to ASAN Visa electronic system, enter 
all relevant information and pay the state duty for the visa application through the 
electronic portal. ASAN Visa System will send electronic visa directly to the applicant’s 
personal email within three days. It should be noted that service is available only to the 
citizens and stateless persons permanently living in the countries indicated in the list of 
the Ministry of Foreign Affairs. 

Amendment to the measures related to the e-services 
carried out by public authorities 

Amendment has been made to ensure that the performance of e- services by the executive 
bodies is assessed according to the ASAN Index. 

ASAN Index consists of 7 service assessment criteria: information about the service; 
opportunities to apply to the service; duration of service performance; integration with 
other state bodies while performing the service; staff training related to the service 
subject; complaints and control mechanisms; citizen’s satisfaction measurement. 

Furthermore, amendment establishes single source centre which will inform citizens 
about public services. 
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Azerbaijan joined the United Nations Convention on 
Contracts for the International Sale of Goods 

Convention envisages the unification of international trade rules. For Azerbaijan, this 
Convention will come into force on 1 June 2017. 

Your local contact person:  

Aysel Suleymanova 
Marketing & Communications Manager 
aysel.suleymanova@az.pwc.com 
Tel: +994 12 497 2515   
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Bulgaria 

The new Union Customs Code 

In brief 

On 1 May 2016 the Union Customs Code (UCC) will become applicable. The UCC 
(Regulation 952/2013) introduces simplification and alignment of customs procedures, 
new rules regarding customs valuation, changes to the rules regarding Authorised 
Economic Operator concept, compulsory application of BTIs in import declarations, 
amendments to non-preferential origin rules as well as other amendments that may have 
an impact on your business. 

Customs procedures 

Under the UCC, the customs procedures are simplified and aligned. The following 
customs procedures will be applicable: 

1. Release for free circulation 

2. (Re) export 

3. Special procedure that will include the following: 

 Transit: external transit and internal transit 

 Storage: customs warehousing and free warehousing 

 Specific use: temporary admission and end-use 

 Processing: inward processing and outward processing. 

 Alignment of customs debt 

Under the UCC, a standard approach is introduced and the customs debt will be 
established at the moment of release for free circulation (instead of rules per procedure 
that are applicable now). 

New Inward Processing regime (IPR) 

The new inward processing relief will replace the current inward processing regimes 
(suspension and drawback) and Processing under Customs Control (PCC). Тhe inward 
processing with application of the refund system will no longer be available. Instead, the 
inward processing procedure is transferred into a real/full suspensive regime. Under the 
new inward processing regime, duties levied for products that are released for free 
circulation in the EU, will be calculated based upon the processed products (comparable 
to the current PCC regime). However, upon (prior) request it can also be allowed to 
calculate the duties on the basis of the raw materials and components used for processing 
(the current IPR). Compensatory interest currently applicable under IPR suspension will 
no longer be levied. 
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Outward processing 

With respect to outward processing, there will only be one method for calculating the 
customs duties when (re)importing processed products - the value added method. A 
further simplification regards the now standard option to have products re-imported by 
another party (than the exporter of the raw materials/components). 

Storage 

For storage (warehousing), there will be only a distinction between public and private 
customs warehouses. The further distinction (warehouse types A till F) will no longer be 
applied. As the facility under customs warehouse type D will be abolished, it will no 
longer be possible to set the amount of customs duties payable when the goods enter the 
customs warehouse. The only (partial) exception to this is where goods stored in a 
customs warehouse have undergone so called ‘usual forms of handling’, in which case the 
customs value and the customs debt can be calculated based upon the (status of the) 
goods before being processed. Companies having products stored in a type D warehouse 
may apply transitional measures until the end of 2018. 

Equivalence 

The exchange of equivalent Union goods and Non-Union goods, while applying a special 
procedure, will be allowed on a broader scale. The application of equivalence will remain 
conditional and prior approval is still required. A new criterion is introduced that the 
application of equivalence may ‘not lead to an unjustified import duty advantage’. As 
there is no further explanation on what is considered ‘unjustified’, this criterion may in 
certain cases become an obstacle for the actual application of equivalence. 

Transitional rules 

In view of the changes with respect to the customs procedures, transitional provisions will 
be in place, e.g. for reassessment of authorizations and/or issuing new authorizations. 

Customs valuation 

Abolishing first sale 

Under the UCC, the basis for customs valuation will be only the ‘the sale immediately 
before the goods are brought into the territory of the EU’. This means that it will no 
longer be possible to apply a first or earlier sales transaction as the basis for appraisal of 
the customs value. A transitional provision allows companies that currently apply a first 
or earlier sale as the basis for their customs value to continue using such a first sale until 
31 December 2017 under certain conditions. 

All importers are advised to review whether the new definition of transaction value may 
have an impact for the customs value that is to be reported in their import entries. A 
special attention should be paid in case of chain transactions, i.e. which of these 
transactions qualifies (or is deemed to qualify) as ‘the sale immediately before’ entering 
the EU territory. 

Royalty payments 

Under the UCC implementing provisions, the scope on when royalties are considered to 
be paid as a condition of sale is broadened, as it mentions that a royalty is considered 
dutiable when ‘the goods cannot be sold to, or purchased by the buyer without payment of 
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the royalties or license fees to a licensor’. As a result, royalties and license fees (especially 
trade mark royalties) will become dutiable more often. Importers that make payments for 
royalties or license fees that are currently not dutiable, are therefore strongly advised to 
review whether these payments should be included in the customs value as of 1 May 2016. 

Exporter definition 

Under the UCC, a general definition of exporter is introduced and under this definition 
exporters are defined as EU based parties. Based on this, questions are arising regarding 
the possibility of a non-EU company to be exporter of the goods and the related VAT 
implications. The interpretations of the different EU Member States on these questions 
are still not uniform. Therefore, it is recommendable if a non-EU company is exporting 
goods from the EU, the customs and VAT implications to be analysed. 

Authorised economic operators (AEO) 

AEO will become an authorisation and no longer will be issued in the form of certificate. 
It is envisaged that the AEO status will have an increased importance and it will be a 
requirement in the application process of a number of simplifications. The number of 
benefits that an AEO holder will have will slightly increase. 

AEO will cover all business locations of a legal entity, e.g. including permanent 
establishments in other EU Member States. Some changes to the application process for 
obtaining the AEO status are envisaged, i.e. it will become mandatory to submit a 
completed self-assessment questionnaire. 

A new requirement regarding the professional qualification is introduced for a customs 
simplification AEO-C, i.e. the applicant or the person in charge of customs matters should 
have either a minimum of three years of proven practical experience or has successfully 
completed specific training. 

Binding Tariff Information (BTI) 

Under the UCC, the validity period of a BTI is reduced from 6 to 3 years (BTI issued 
before 1 May 2016 will remain valid for up to 6 years). 

A holder will be obliged to apply the classification in the BTI and a reference to the BTI 
should be mentioned on the import declarations for the products concerned. It will be 
possible to submit an appeal against an unfavourable BTI, however, it will not be possible 
to suspend or invalidate a BTI in the case of appeal. It will be possible a BTI to be applied 
by a group of companies/entities. 

Non-preferential origin 

The UCC introduces more detailed rules for determining the nonpreferential origin. 

Qualifying operations 

In the UCC, the list in which so called ‘qualifying operations’ are mentioned has been 
extended. This list is not an exact copy of the ‘list rules’ drafted by the WTO, so it is 
important if a “list rule” is applied to assess whether it will remain applicable under the 
UCC. If there is no rule specified for a product in the list, the residual rules of the 
applicable chapter should be used. 
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Non-listed products/chapters 

If a product is not covered by the list of qualifying operations, it should be evaluated 
where the product ‘underwent its last, substantial, economically- justified processing or 
working’. In this case the ‘list rules’ of the WTO can be used but is should be taken into 
account that these ‘list rules’ may only be seen as providing guidance (not legally 
binding). 

If the last processing or working is not considered to be substantial and/or economically-
justified, then the non preferential origin will be determined on the basis on the general 
residual rule, i.e. the country where ‘the major portion of the materials originated, as 
determined on the basis of the value of the material’. 

Minimum operations 

Under the UCC, the list containing the minimum operations will become applicable to all 
goods (currently it applies only to textiles). It is recommendable to consider whether the 
non- preferential origin of your goods still applies, especially in cases with multiple 
production phases in different countries. 

 

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 

Uncertainties about gratuitous revenues resolved 

The Coordination Committee of the General Financial Directorate (GFŘ) and tax advisors 
suggested solutions for the uncertainties relating to gratuitous income. 

GFŘ, for example, confirmed that there is no non-cash income from interest-free loans 
under normal circumstances, neither for the company nor the companion. 

It was also confirmed that, if the taxpayer uses gratuitous income to achieve the taxable 
income and there is an entitlement to a corresponding reduction of the tax base next to 
the items that are increasing the tax base also, the entitlement must be proportionally cut 
if the "deemed" income is used in relation to, e.g. exempt income. In the case of interest-
free loans, the taxable income tests on the principal amount and not the amount of 
"deemed" interest. 

In a separate post, the issue of formation of non-cash income to a corporation whose 
statutory authorities carry out their duties free of charge was discussed. Tax advisors 
suggested confirming that the corporate income does not arise. 

GFŘ however argued that the "deemed" income does not arise only when the statutory 
function is conducted by a companion. Full entitlement to a corresponding reduction in 
the tax base should therefore only be for those companies that achieve only taxable 
income. Other companies would have to reduce their entitlement to the reduction. 

Czech Republic and Monaco will exchange tax 
information 

The agreement between the Czech Republic and the Principality of Monaco for the 
exchange of tax Information specifies the type of information that both countries are 
obliged to provide in the event of a request. The agreement also sets out the procedural 
requirements under which the exchange will take place. 

At the issuing of the request, the information that is deemed relevant for determining, 
assessing and collecting taxes on corporate and personal income, property taxes, secure 
payment of these taxes or information for an investigation and prosecution of tax offenses 
may be provided. 

Information will be provided on the basis of a formal request addressed to the other 
country, regardless of whether the conduct for which the information is requested is 
considered criminal or not in the country receiving the request. 

However, the party receiving the request can also refuse to provide the information in the 
case that it would reveal confidential communications relating to the provision of legal 
advice between a client, an attorney, solicitor or other recognised legal representative. 

The agreement, which is valid from the beginning of March, may also be applied to facts 
arising prior to the agreement taking effect. 
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Increase in the tax benefits for children is approved 

Increase in the tax benefits for 2016 which can be applied by individuals with dependent 
children who live with them together in a common household has been approved. 

The amount of the tax benefit for the second child is increased from the previous CZK 
15,804 to CZK 17,004 per year and for the third and each additional child from the 
original CZK 17,004 to CZK 20,604. The higher tax credit can be applied for the first time 
in the settlement of wages for May. 

The amount of the tax benefit for one child remains unchanged and amounts to CZK 
13,404 per year. The maximum amount of the tax bonus does not change either. 

The increase in the tax benefits will apply retroactively from January 2016. 

The difference in the amount of tax benefits in the first months of this year will be settled 
after filing a tax return for the year 2016 or in the annual settlement at the beginning of 
2017. 

Electronic evidence of revenues will start in December 
2016 

The first sales bills must be collected electronically starting in 1 December 2016. In the 
first wave, the electronic registration of sales will be obligatory for providers of 
accommodation and catering services; in the next wave from 1 March 2017, for 
wholesales and retailers. 

The introduction of the electronic evidence of sales also relates to a reduction in the rate 
of VAT from 21 to 15% for catering services and drink servings (except for alcoholic 
beverages and tobacco). 

If you are interested in this issue, we would like to invite you to a specialised seminar that 
we are organizing for Tuesday, 31 May 2016, in the premises of PwC Czech Republic. 

The Act on the evidence of sales and related supporting laws were published in April 2016 
in the Collection of Acts. 

The forthcoming legislative amendment will 
fundamentally change the audit of public interest 
entities  

The Government has recently submitted a draft to the Chamber of Deputies of the 
amendment to the Act on auditors. 

It introduces: 

 A mandatory rotation of audit firms of PIEs after ten years, which may be extended 
for another ten years through a tender. 

 Other significant restrictions in permitted non-audit services for PIEs and their 
parent and controlled entities. All enabled services will have to be pre-approved by 
the audit committee. 
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The amendment also allows for the providing of tax and valuation services, if they do not 
have a direct or have only an insignificant impact on the financial statements. 

This proposed amendment represents a fairly fundamental change in the audit of public 
interest entities and affects other audits only marginally. 

If the current proposal is accepted, it could become applicable this year in mid-June. In 
the same period, the EU regulation on audit of public interest entities also becomes 
effective. 

The amendment and the regulation both apply to the financial year beginning after 17 
June 2016. In the case of the calendar year, both apply to the year 2017. 

New legal regulation will simplify the prosecutorial 
system 

The Government in April approved a paragraph version of the new law on public 
prosecution strengthening the independence and accountability of prosecutors. Starting 
in January 2017, the new legislation should also simplify the system of public prosecutors 
on three levels and annul both of the chief prosecutor's offices. 

The establishment of a Special Public Prosecution for corruption and serious economic 
crime is also proposed. This government proposal is still in the being discussed. 

Your local contact person:  

David Borkovec 
Lead Tax & Legal Services Partner  
Tel: +420 251 152 561 
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Hungary 
On 15 June 2016 the Act LXVI of 2016 amending certain tax laws and related legislation 
and Act CXXII of 2010 on the National Tax and Customs Authority was published in issue 
no. 87 of Magyar Közlöny (the Official Gazette of Hungary). The most important 
provisions of the amending act are summarized below. In addition to next year’s tax 
changes, the amending act contains several provisions that will come into effect later this 
year. We point out these provisions in this newsletter. 

Changes related to tax proceedings 

Special taxpayer classifications 

According to the amending act, from 1 July 2016, the total tax difference charged to 
taxpayers classified as “reliable” will have to be reduced by the total tax difference 
credited to these taxpayers during the current year and the preceding five years. Public 
limited liability companies can also be classified as reliable if they have been in operation 
for less than three years. The amendment provides that companies undergoing 
involuntary deregistration and taxpayers who have amassed unpaid default fines 
exceeding 70% of their tax payments also be slotted into the “risky” category. 

From 1 January 2017, the tax authority will transfer VAT refunds to public limited 
liability companies within 30 days. 

Tax audit of binding rulings 

From 1 July 2016, a new type of tax audit will be introduced: binding rulings will be fact-
checked to find out whether the events underlying a binding ruling actually occurred, and 
if so, whether the ruling in question is binding on the tax authority. During the audit, the 
tax authority may only request documents specifically mentioned in the binding ruling as 
records that, if issued, kept or retained, prove that the underlying events actually 
occurred. Regarding binding rulings becoming final and binding before 31 December 
2015, the taxpayer may also initiate the proceedings. 

Another change during the year is that the expert opinion of the Hungarian Chamber of 
Auditors must be attached to requests for a binding ruling pertaining to IFRS accounting. 

Publication obligation under the block exemption regulation 

From 1 July 2016, in accordance with Article 9 of Commission Regulation (EU) No 
651/2014 (“block exemption regulation”), the Member States concerned must ensure the 
publication of relevant information on each individual aid award exceeding the HUF 
equivalent of EUR 500,000. According to the amendment, for aid in the form of a tax 
advantage, the required information on individual aid amounts in the specified ranges 
must be published within one year from the date the tax declaration is due, and must be 
available for at least 10 years from the date on which the aid was granted. 

Self-revisions after the limitation period 

According to the amending act, from 1 July 2016, taxpayers will be able to submit self-
revisions even after the right of tax assessment has lapsed, in accordance with a court 
decision, in order to meet their tax obligations. Based on the self-revision, the tax 
authority may conduct an audit within one year. For periods already closed by an audit, 
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the related tax obligation may be corrected by means of a re-audit at the taxpayer’s 
request. 

Changes related to personal income tax, social 
security contributions, and the social tax 

Clarifications and changes to statutory definitions 

Effective from 1 August 2016, the definition of secondment will change: official and 
business trips (other than commuting to work or travelling to the employer’s registered 
office or place of business) will also qualify as secondment. Other smaller changes and 
clarifications have also been made in connection with allowances related to pension 
insurance, and reporting on controlled capital market transactions. The definition of 
“primary agricultural producer” has also been amended, and the rules on the taxation of 
income from long-term investments have been clarified. These changes will take effect at 
different times. 

In connection with employer-assisted housing benefits, from 1 January 2017, the 
amended laws will include definitions for “modernisation”, “accessibility”, “reasonable 
housing need” and “family member sharing the same household”. 

Promoting labour mobility 

The amending act contains several changes aimed at promoting labour mobility. From 1 
January 2017, the tax-exempt reimbursement that can be provided to employees using 
their own cars to commute to work will increase to HUF 15/km from the current HUF 
9/km. It will also be possible to provide tax- exempt housing assistance for labour 
mobility purposes under the conditions and to the extent specified by law. 

Under the amendment, providing accommodation in any real property owned or rented 
by the payer (workers’ hostel or other employer-assisted housing) will qualify as a tax-
exempt benefit even if only one person is housed in a given residential space. 

Sporting events 

Effective from 1 August 2016, a statutory definition will also be provided for “sporting 
event”. Accordingly, tax exemption will only apply to sporting events organised by a 
sports association or other sports organisation. Other economic operators will no longer 
have this opportunity as of the above date. 

Tax-exempt benefits 

The amending act introduces tax exemption for certain health screenings as well as 
physiotherapy and mental health treatments provided by employers to all employees or 
certain employees under an internal policy. The range of health screenings qualifying for 
tax exemption will be specified in a decree. 

In addition, services, catering and – up to a certain limit – gifts provided at cultural, 
traditional, sporting, leisure and other similar community events organised by local 
authorities, minority self-governments, associations, foundations, public foundations or 
ecclesiastical legal entities that are intended for members of the wider public or 
community, i.e. that are not private, will be regarded as tax exempt benefits. 
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In addition to nursery services and benefits, kindergarten services and benefits will also 
be regarded as tax exempt benefits. 

Fringe benefits 

From 1 January 2017, the current fringe benefit system will change significantly. Fringe 
benefits will essentially comprise cash benefits and amounts credited to SZÉP cards. 
Specifically, only cash benefits provided within the annual threshold and amounts 
credited to SZÉP card sub-accounts within the statutory limits will qualify as fringe 
benefits (the annual threshold will be HUF 200,000 thousand per year for public sector 
workers, and HUF 450,000 per year for non-public sector workers). Any part of the 
aggregate amount of benefits qualifying as fringe benefits (i.e. cash benefits and amounts 
credited to SZÉP cards) exceeding the annual threshold will be regarded as other specific 
benefits. In the case of full-year employment, cash benefits of up to HUF 100,000 per 
year will be taxed at a preferential rate, while cash benefits provided to employees in 
excess of this amount will be taxed as salary (i.e. this portion will not be taxable as other 
specific benefits). 

Under the law coming into force on 1 January 2017, current fringe benefits will be taxed 
as other specific benefits, i.e. at a higher tax rate. 

Social tax allowances 

Effective from 1 August 2016, the amending act reintroduces the “Karrier Híd” 
Programme: employers of persons whose previous job was in the public sector will once 
again be eligible for social tax allowance. The tax allowance for employing career starters 
under 25 and job seekers who have been out of work for a long period will be available 
even in the event of a change of employer. A new social tax allowance will be introduced 
for in-house R&D activities, with effect from the day after the promulgation of the 
relevant amendments. 

Secondments of third-country nationals 

Third-country nationals employed by a foreign employer and working in Hungary under 
a secondment arrangement will be exempt from the social security and social tax payment 
obligations if the duration of their secondment is less than two years. 

Under the amendment, the above rule will also apply to third- country nationals seconded 
to Hungary who are insured in their home country and whose country of nationality has a 
bilateral social security agreement with Hungary, as well as to EU nationals who are not 
covered by the relevant EU social security regulations and are insured in and seconded to 
Hungary from a third-country. These rules may already be applied to secondments that 
commenced on or after 1 January 2016. 

If the secondment is extended to more than two years, special rules will apply. In contrast 
with the current rules, if the extension is due to unforeseen circumstances, and the 
employee concerned duly informs the tax authority of this, the social security and social 
tax payment obligations will arise from the end of the second year. This rule may already 
be applied to secondments that commenced on or after 1 January 2016. 
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Changes related to value added tax 

Extending the scope of the reduced VAT rate 

According to the amendment, the scope of goods and services subject to the reduced VAT 
rate will be extended. From 1 January 2017, the VAT rate on poultry, eggs and fresh milk 
(except for breast milk, UHT and ESL milk) will be reduced to 5%, and the 27% VAT rate 
on internet services will be reduced to 18%. 

The catering sector will also benefit from VAT rate cuts: from 1 January 2017, the current 
27% tax rate will be reduced to 18%, and once again from 1 January 2018 to 5%, on meals 
provided and certain non-alcoholic beverages prepared locally in bars and restaurants. 

Tourism development contribution 

Parallel to the introduction of the 5% VAT rate, providers of catering services subject to 
the preferential VAT rate will be required to pay a tourism development contribution, 
effective from 1 January 2018. The contribution base will be the price (excluding VAT) 
charged for the service, and the rate will be 4%. 

The contribution will be determined by self-assessment, and the frequency of reporting 
will depend on the taxpayer’s VAT filing frequency. The contribution will have to be 
reported and paid for the VAT filing period during which the services shown in the 
invoice or other accounting document were supplied, or if no date of supply is indicated, 
the period in which the invoice or other accounting document was issued. For periods in 
respect of which the service provider is not required to file VAT returns, the deadline for 
reporting and paying the contribution will be 25 February of the year following the date of 
supply as specified in the VAT Act. An amount equalling revenues from the contribution 
will be earmarked to be spent on tasks related to tourism development. 

Domestic recapitulative statement 

According to the amendment, domestic recapitulative statements must be filed for all 
invoices with a VAT content of HUF 100,000, instead of the current threshold of HUF 1 
million. Therefore, as of 1 January 2017, the customer’s tax number will have to be 
indicated on all invoices that reach this threshold. It will not be mandatory to show the 
customer’s tax number in invoices issued in 2016 with a settlement date in 2017. 

Online data supply 

VAT taxpayers will be required to supply data online to the tax authority on invoices that 
are issued using invoicing software and have a VAT content of at least HUF 100,000. The 
new provision will take effect on 1 January 2017. In the first half of 2017, taxpayers may 
voluntarily supply data and will be required to meet this obligation from 1 July 2017. The 
amendment contains a specific legal provision that will entitle the tax authority to 
monitor and perform direct data queries from the invoicing software through 
telecommunications equipment. 

Domestic reverse charge mechanism 

The bill proposes that, as of 1 January 2017, the reverse charge mechanism apply not only 
to construction services subject to a construction authority’s permit or acknowledgement 
procedure but also to all construction services subject to a simple reporting obligation. 
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According to the bill, the reverse charge mechanism will also be extended to the sale of 
chromium and vanadium waste and debris. 

EKAER reporting 

Under the amendment, from 1 August 2016, the EKAER reporting obligation will apply 
not only to deliveries performed using a vehicle subject to toll payment but also to 
deliveries in which the vehicle itself is not subject to toll payment, but its actual gross 
weight, including the goods transported, exceeds 3.5 tons. A further change is that 
carriers will be required to keep the official seal intact until removed by the tax authority. 
Carriers that fail to meet this obligation will be subject to a default fine of up to HUF 1 
million. The tax authority will be entitled to retain the vehicle without a specific decision 
until the default fine is paid. A further default fine may be imposed if the amount of the 
goods reported is higher than the amount of goods transported. The default fine may 
amount up to 40% of the value of goods reported but actually not transported. 

Online connection of vending machines to the National Tax and Customs Authority 

From 1 January 2017, vending machines (e.g. beverage vending machines) must be 
equipped with a surveillance device that facilitates data reporting to the tax authority. The 
amendment will enable the tax authority to monitor the vending machines through 
telecommunications equipment and perform direct data queries. 

Changes affecting corporate income tax 

Changes in the principles concerning tax evasion 

According to the stricter principles to be introduced as of 1 January 2017, taxpayers will 
not be eligible for a tax advantage if their transactions are mainly but not exclusively 
aimed at achieving a tax advantage. 

Changes affecting tax allowances for royalty 

Under an interim amendment, as of 1 July 2016 the tax     allowance available for royalties 
received will be reduced based on a redefinition of royalty, which will basically only 
include income from patents, property rights and software copyright. Besides the 
narrowed definition, taxpayers will be eligible for a tax allowance based on income from 
royalties to an extent to which the intangible assets are generated as a result of their own 
research and development activities. The direct expenses of R&D services ordered from 
related companies, and the historical cost of intangible assets purchased (received) from 
related companies may be recognised as direct expenses of own research and 
development activities up to 30% of the own R&D expenses. Based on a transitional 
provision, taxpayers will be allowed to apply the pre- amendment rules to intangible 
assets recorded until 30 June 2016. 

Changes affecting support provided free of charge 

According to the amending act, taxpayers that provide support free of charge will be 
required as of 1 January 2017 to increase their tax base by the amount of that support if 
the recipient is not liable to pay corporate income tax on this income. 
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Preferential transformation and transfer of assets 

Under the amending act, with effect from 1 January 2017, companies that perform a 
preferential transfer of assets and sell their acquired shares following the transfer, during 
the period for which they have a deferred tax liability, will be required to increase their 
tax base by the amount they previously used as a tax base decreasing item (not to exceed 
the amount not yet accounted as deferred tax by the receiving company), while the 
receiving company may establish its tax base irrespective of the tax deferral. A further 
change is that taxpayers that perform a preferential transfer of assets or a preferential 
transformation will be required to justify the transaction from the economic and 
commercial perspectives. 

Changes affecting related companies 

Under the bill, beginning with any tax year starting in 2018, transfer prices between 
related companies may be used as decreasing items only if the related company declares 
that it takes into account the difference between the price applied and the arm’s length 
price when calculating the corporate income tax base. 

Taxpayers whose receivables from their related companies turn into bad debts will be 
required to supply data on their related companies and the economic reasons underlying 
the transaction in their corporate income tax return. 

According to the amending act, Hungarian permanent establishments will not be obliged 
to prepare transfer pricing documentation if they are exempted from paying corporate 
income tax in Hungary based on an international convention. 

Providing housing assistance for labour mobility purposes, setting up accommodation 
facilities for workers 

According to the amending act, from 1 January 2017 expenses incurred in providing 
housing assistance for labour mobility purposes and in setting up, maintaining, and 
operating accommodation facilities for workers will be deductible from the corporate tax 
base, up to the amount of pre-tax profits, if positive. 

Support for operating workplace nurseries 

Under the amending act, from 1 January 2017 expenses relating to operating workplace 
nurseries will be regarded as tax deductible. 

Tax allowance concerning monuments 

According to the amending act, from 1 January 2017 maintenance and renovation 
expenses relating to monuments and locally protected buildings will be deductible from 
the corporate tax base (up to 50% of pre-tax profits), at 100% for maintenance and 200% 
for renovation expenses. Entities funding renovation works will also be able to claim this 
tax allowance. 

Loss carry-forwards for R&D activities 

Effective from the date following promulgation of the amending act, entities with a 
negative tax base may claim 9.5% of tax base deductions applied on account of R&D 
activities as a social tax allowance, subject to meeting the following criteria: deriving at 
least 40% of total revenues from R&D activities, maintaining at least one trainee position, 
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and having no decrease exceeding 10% in the average statistical headcount of R&D 
personnel in the tax year. If applied, 50% of the above tax base deduction will be regarded 
as a loss carry-forward already used. 

Extent of the capital expenditure tax base allowance and the allowance on interest paid 

According to the amending act, from 1 January 2017 SMEs will be able to deduct from 
their tax base the full amount of capital expenditures relating to new tangible assets and 
the renovation of real property, while the amount of the tax allowance on interest paid on 
capital expenditure loans will further increase. 

Changes concerning local taxes 

Changes concerning the local business tax base 

The amending act aims to reduce the gap between the rules on adjustments to the local 
business tax base (royalty, R&D) and the corporate tax base. As a result, effective from 1 
July 2016 the definition of royalty will be made narrower. In addition, from 1 January 
2017 only amounts deducted from the corporate tax base may also be deducted from the 
local business tax base as direct costs of basic research, applied research, and 
experimental development. As for the definition of royalty, a transitional provision will 
permit application of the previous rules until the tax year ending on or before 30 June 
2021. 

Setting up a single point of contact for filing local tax returns 

From 1 January 2017, entities subject to local business tax may file their tax returns with 
the competent local municipality through the national tax authority. Under the 
amendment, the national tax authority will forward tax returns to the competent local tax 
authorities in an electronic format only. 

Stricter rules on building tax and land tax exemption 

According to the amendment, from 1 January 2017, to qualify for exemption from local 
taxes non-profit organisations will be required to make a written declaration on not 
having had a corporate tax liability in the tax year preceding the year concerned, by the 
last day of the fi th month of the tax year. In addition, non- profit organisations may only 
claim tax exemption in regard to buildings, parts of buildings, or plots of land if 
registered as owners of the same in the Land Register. 

Definition of cultivated land located within municipal boundaries; tax exemption 

From 1 January 2017, plots of cultivated land located within municipal boundaries, of a 
size not exceeding 1 ha and registered as withdrawn from agricultural use, will no longer 
be exempt from land tax if connection to the drinking water, power, and sewage grids is 
possible in an adjacent area. 

Changes affecting the special tax on financial 
organisations 

According to the amending act, from 1 January 2017 the special tax on credit institutions 
and financial enterprises must be calculated on the tax base for the second year preceding 
the tax year, rather than the tax base for 2009. The amendment provides that for credit 
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institutions the tax rate decreases to 0.15% on that part of the tax base not exceeding 
HUF 50 billion, and to 0.21% on the part above HUF 50 billion. 

Changes concerning the financial transaction tax 

From 1 January 2017, the tax on financial transactions will also be payable by financial 
institutions that engage in the granting and negotiation of credit and cash loans, but do 
not qualify as payment services providers. The tax base will be the amount paid in cash to 
the financial institution engaging in the granting and negotiation of credit and cash loans; 
the tax rate will be 0.3%. 

Changes concerning advertising tax 

According to the amending act, from 1 January 2017, if a publisher of advertisements fails 
to comply with its obligation to make a declaration to the advertiser in relation to 
advertising tax, it will, on request, be required to fulfil that obligation to the national tax 
authority. Failure to comply with such a request will attract a default fine of HUF 
500,000; repeated failure to comply in respect of the same advertiser will be subject to a 
further default fine of HUF 10 million, and any further instance of non-compliance to a 
fine equaling triple the amount of the previous fines. Failure to comply with the 
registration obligation will incur fines according to the same regime. Further, in the case 
of failure to fi e a return on advertising taxes, the tax authority will levy a deemed tax of 
HUF 3 billion, which the taxpayer concerned may challenge by submitting contrary 
evidence within a statutory deadline of 30 days. 

Changes related to the public health product tax 

According to the amending act, effective from 1 January 2017, Act CIII of 2011 on the 
Public Health Product Tax will be amended as follows: 

Changes to definitions 

The amending act clarifies the definitions for “additive” and “herb” in order to make the 
tax classification of such products easier; exceptions include herbal extracts as specified 
by Community legislation. New definitions have also been added for “raw dairy 
materials”, “sweetener” and “herbal beverage”. 

The amendment redefines “health promotion scheme” to include activities made available 
to private individuals for a fee of up to HUF 500 (the current definition only includes 
health promotion schemes available free of charge). 

Changes related to taxable goods 

The amending act extends the definition of “flavoured beer” to include beverages 
sweetened in whole or in part with sweeteners of a specified quantity. According to the 
amending act, the sweetener content should be determined on the basis of how much 
sugar it replaces. 

The definition for “alcopops” will also change: just like flavoured beers, alcopops 
sweetened in whole or in part with sweeteners of a specified quantity will also qualify as 
taxable. Alcopops containing additives will also be taxable, irrespective of how much soft 
drink they contain. According to the amendment, alcopops may not contain more than 
5% alcohol by volume. 



 
 

 

 

PwC   21 
 

 

 

Among alcoholic beverages, fruit spirits and herbal drinks will continue to be tax 
exempt. However, the requirements for herbal drinks will become more stringent: only 
those drinks will be tax exempt that contain no additives, are made from at least seven 
different herbs (excluding flavoured vodka), and contain more than 3 g / 100 ml of 
herbs (or herbal extracts with an equivalent amount of active substances), and contain 
at least 0.2 g / 100 ml of each herb of the seven different herbs (or herbal extracts with 
an equivalent amount of active substances), with the proviso that herb content must be 
taken into account converted to herb content with 15% moisture content, and that the 
dominant flavour and scent of the drink should be that of the herbs used. 

Changes related to excise duty 

According to the amending act, effective from 1 September 2016, Act CXXVII of 2003 
on Excise Duties and Special Regulations on the Distribution of Excise Goods will be 
amended as follows: 

Changes to the duty rates applicable to excise goods 

The amending act provides for adjustment of the excise duty rate of fuel oil, petrol and 
kerosene to reflect global oil prices. Depending on the price of crude oil on the world 
market, the duty rate of petrol and kerosene may increase or decrease by HUF 5 per 
litre, and the duty rate of fuel oil may increase or decrease by HUF 10 per litre. 

According to the amendment, the duty rate of a number of tobacco products will also 
increase: 

 For cigarettes, the current excise duty is HUF 15,700 per 1,000 cigarettes plus 
25% of the retail selling price, but not less than HUF 28,000 per 1,000 cigarettes. 
This will increase to HUF 15,700 per 1,000 cigarettes plus 25% of the retail selling 
price, but not less than HUF 28,400 per 1,000 cigarettes. 

 For cigars and cigarillos, the current duty rate is 14% of the retail price, but not 
less than HUF 4,000 per 1,000 pieces. This will increase to 14% of the retail price, 
but not less than HUF 4,060 per 1,000 pieces; 

 For fine-cut tobacco and other smoking tobaccos, the excise duty will increase to 
HUF 15,100 per kilogram from the current HUF 14,000 per kilogram. 

The reason for the increase is to meet the minimum excise duty requirement applied to 
manufactured tobacco by the EU. The minimum excise duty will be reached in three 
stages, the first of which is included in the amendment. 

Changes related to tax refunds 

With the changing excise duty rate of fuel oil, the amount of excise duty that can be 
reclaimed on commercial fuel oil will also change. Depending on the threshold set on 
the basis of global oil prices, the rate of excise duty that can be reclaimed may be HUF 
7 or HUF 17 per litre. 
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The amount of excise duty that can be reclaimed will also change for fuel oil used in 
agriculture: depending on the threshold set on the basis of global oil prices, 
agricultural producers may reclaim 82% or 83.5% of the excise duty levied on the fuel 
oil they have used. 

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 

Amendment on labour supply contracts signed before 
1 July 2015 takes effect from 1 July 2016 (1/23/16)  

In late April 2015, Parliament adopted several amendments to the Personal Income 
Tax (PIT) Act. The amendment on labour supply services rendered by microbusinesses 
was given two effective dates: 1 July 2015 and 1 July 2016. 

The amendments 

Passed on 30 April 2015, the amendments to the PIT Act added paragraph 5 to 
subsection 2 of section 17.2, Labour Supply Services Rendered by 

Microbusinesses.1 According to the amendments, labour supply services within the 
meaning of this section are taken to include transactions whose substance indicates 
that the transaction replaces an employment relationship with a different legal 
relationship for the purpose of reducing the amount of PIT and mandatory national 
social insurance contributions payable for the employees to the tax authorities. 

This purpose may be particularly evidenced by the fact that a worker employed by a 
payer of microbusiness tax either had an employment relationship with the person for 
whose benefit he provides services (carries out work) or he ensured that services were 
supplied on behalf of that person and he acted for that person in the last 12 months 
before the date the supply of services began. 

Applying the rule 

From 1 July 2016, section 17.2(2)(5) of the PIT Act will apply also to labour supply 
contracts signed before 1 July 2015. 

The company that hires labour is required to charge PIT and social insurance 
contributions on income earned by the hired workers according to documentary 
evidence presented by the entity that hires them out, which identifies the hired workers 
and their pay, as well as providing other details of their income. 

_______________ 
1Section 17.2, Labour Supply Services Rendered by Microbusinesses, was introduced with effect from 1 January 2012 to eliminate tax planning 
schemes in which an active company goes into reorganisation and dismisses its employees; the former employees then set up microbusinesses 
while substantially keeping their old model of working, but strictly for tax planning purposes this relationship is legally documented as a 
contract for services, labour hire etc. A restriction was inserted in the PIT Act on the acquisition of such services from a microbusiness, i.e. 
when statutory criteria are met, such services are treated as labour hire, and accordingly the company that hires labour is required to charge 
tax on the income earned by the hired workers under general procedure. 
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Cost contribution arrangement for services (1/24/16)  

The Ministry of Finance and the State Revenue Service have started drafting proposals 
for amending the transfer pricing legislation. One of the proposals introduces a cost 
contribution arrangement as part of the Latvian transfer pricing rules. This article 
discusses the proposal in detail. 

No rules have so far been adopted to govern cost contribution arrangements, but this 
has not prevented some companies, especially in the finance industry, from using this 
mechanism in combination with a cost sharing exemption within a group of 
independent persons. 

What is a cost contribution arrangement? 

A cost contribution arrangement (CCA) is an agreement between two or more 
companies to cover costs and take risks for achieving a shared goal. 

The CCA concept has existed before when it comes to developing shared intangibles, 
yet publication of the BEPS 8–10 report has extended the concept to cover other types 
of activities including services. 

CCAs for services 

The CCA is especially advantageous for services with a low added value that do not 
create any intangible property. For instance, company A keeps accounting records for 
the two companies, and company B provides human capital management. In such 
cases the CCA can be used as a mechanism for sharing services with other companies 
without applying a markup on service costs, which reduces the amount of income that 
attracts corporate income tax. 

It should be noted, however, that a cost recharge without applying a markup can take 
place only for services that create neither a high added value nor an intangible asset. 
Otherwise a markup will be mandatory. If a CCA is to be set up, the companies must 
meet the following criteria: 

1. The CCA members are companies that expect to benefit from joining the CCA 
(and not to earn revenue from providing services to other group companies); 

2. The agreement describes each member’s interest in the CCA as well as the 
company’s proportional share in total CCA benefits; 

3. No payments other than contributions, balancing payments and initial 
payments pass between the CCA members for the acquired intangible/tangible 
asset or service; 

4. The costs contributed by each member match the benefit it receives and are 
adjusted through a balancing payment if necessary; 

5. The agreement lays down conditions for making balancing payments and/or 
conditions for revising the value of contributions after a certain period if the 
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apportionment of the benefit received from the CCA has materially changed 
and if a company’s contribution does not match the benefit it receives; 

6. If a new member joins the CCA, or if the CCA ceases to exist, then adjustments 
should be made if necessary (including initial payments and revision of 
contributions). 

CCA and CSE for VAT purposes 

Recharging service costs without a markup is an essential criterion to qualify also for a 
cost sharing exemption (CSE) within a group of independent persons, which is mainly 
intended for companies that make exempt supplies or supplies outside the scope of 
VAT and use the services for conducting their exempt business. Although the CCA is 
not one of the preconditions for taking this relief in Latvia, our experience suggests 
that a cost recharge without a markup can be demanded abroad, and so the CCA 
becomes an essential part of cost sharing within a group of independent persons. 

If your company operates in a VAT exempt industry and you are interested in the CCA 
and the CSE, then please contact us to discuss ways of integrating these mechanisms 
into your business. 

Cash restrictions on individuals (3/25/16) 

A set of proposals for amending the Taxes and Duties Act was presented to the meeting 
of state secretaries on 16 June 2016. This article explores one of the proposals, which 
provides for placing restrictions on cash transactions carried out by individuals. 

The proposed changes 

The Ministry of Finance, the author of these proposals, seeks to impose a limit on cash 
transactions carried out by individuals. It is proposed that cash transactions exceeding 
a threshold of €7,200 must not take place without a statement drawn up by a notary. 
This restriction has so far applied only to entities and traders. To establish the new 
rule, subsection 8 will be added to section 30 of the Taxes and Duties Act. 

The amendments are intended to make cash flows more transparent in order to reduce 
the shadow economy, unfair competition, and tax evasion. Individuals wishing to carry 
out transactions in excess of €7,200 will have to use non-cash means of payment or 
visit a notary. It is important to note that the notary’s responsibilities will not be 
confined to merely helping the parties by explaining the legal consequences of the 
transaction and protecting them from ignorance of the law; the notary will also be 
required to notify the tax authorities of each qualifying cash transaction. 

Amendments on inheritance cases 

It is important to note that the above amendments are to be coupled with amendments 
to the Cabinet of Ministers’ regulation that lists the characteristics of an unusual 
transaction and prescribes the procedure for reporting unusual or suspicious 
transactions, in order to define the characteristics of an unusual and suspicious 
transaction in inheritance cases. The list of unusual transactions included in the 
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cabinet regulation will be supplemented with situations where an heir has disclosed 
amounts exceeding €7,200 as unregistered cash savings. 

Reverse charge VAT in grain production industry 
(1/25/16) 

Given the increased risk of VAT fraud in the grain industry and considering PwC’s 
report on the effectiveness of the current reverse charge VAT procedure and the scope 
for applying it in other industries, the Ministry of Finance has prepared additional 
amendments to the VAT Act. With harvest time not so far away, amendments to the 
VAT Act urgently passed by Parliament in their final reading on 16 June 2016 provide 
for extending the reverse charge VAT procedure to cover the grain industry. This 
article explores the amendments. 

Under article 199(a)(1) of the VAT directive, the reverse charge procedure may be 
introduced for a limited period on supplies of grains and industrial crops (including oil 
seeds), incl. mixtures of these commodities, which are not normally used in an 
unchanged form for end consumption. 

The amendments to the VAT Act provide that from 1 July 2016 the reverse charge 
procedure (VAT on a supply of goods taking place in Latvia is paid to the tax 
authorities by the customer if the supplier and the customer are both registered VAT 
payers) will apply to supplies of the following grains and industrial crops (including oil 
seeds), incl. mixtures of these commodities, which are not normally used in an 
unchanged form for end consumption: 

1. wheat; 

2. rye; 

3. barley; 

4. oats; 

5. maize (corn); 

6. buckwheat; 

7. triticale; 

8. soya beans, whether or not broken; 

9. flaxseed (linseed), whether or not broken; 

10. rape or colza seeds, whether or not broken. 

Only cashless payments may be made for supplies of these commodities. 

Also, under the reverse charge procedure, traders operating in the grain industry will 
be able to receive a refund of VAT overpayment if the amount of VAT overpaid for the 
tax period exceeds €1,500 (the amount of VAT overpayment has been rounded up: 
from €1,422.87 to €1,500). 
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The improvement expected to flow from the amendments is that fraudulent suppliers 
having exposed grain purchasers (processing companies) to the risk of irrecoverable 
input VAT will be expelled from the industry. 

 

Your local contact person: 

Zlata Elksina‐Zascirinska, 
Tel: +371 6709‐4514  
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Poland 

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

In brief 

On 28th April Public Finance Committee held its meeting during which the draft 
amendment to Tax Ordinance Act (bill No. 367) was considered. The Committee accepted 
the version of the draft presented by the Subcommittee monitoring the tax law system. In 
general the Committee has not introduced big changes to the provisions concerning 
General Anti-Avoidance Rule (GAAR). However, the Committee has modified transitional 
provisions extending the scope of the GAAR retroactively and changing the regulations on 
tax rulings concerning transactions designed with the purpose of obtaining tax benefit 
within the meaning of the draft amendments to the Tax Ordinance Act. These changes may 
have a major impact on proposed regulations. According to the agenda of the next sitting 
of the Parliament the second reading of the bill will take place on 11th – 13th May 2016. 

In detail 

New version of the transitional provisions concerning GAAR 

According to the draft amendment accepted by the Public Finance Committee the GAAR 
will be applied to the tax benefits being result of the transactions carried out before the 
provisions on GAAR come into force in case they are received after the new law is 
introduced. 

The earlier versions of the draft provided that the GAAR would be applied only to 
transactions carried out after the new law came into effect. 

Given this, the current version of the draft is clearly less favorable from the taxpayers’ 
perspective as compared with the earlier version of the proposed regulations. 

The proposed regulations stipulate that if the transactions carried out before the new law 
comes into force have tax effects after this date (this may include transactions such as 
corporate group restructuring or sale of a trademark), they may be questioned by the tax 
authorities in case the taxpayer obtains a tax benefit as a result of these transactions after 
the GAAR is introduced. 

New rules on applications for tax rulings 

According to the proposed transitional provisions new regulations concerning the tax 
rulings (which stipulate that tax rulings will not be issued in case tax avoidance is 
identified) will not be applied in case an application for ruling is filed before the new law 
comes into effect. 

Entry into force 

The rules on entry into force have not been changed - the draft stipulates that the 
amendments will come into force after 30 days of the date of their promulgation. 
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What does it mean to me? 

Taking into account the modified version of the transitional provisions, we even more 
strongly recommend to analyse the transactions you are planning to carryout in the light of 
the GAAR. In particular it would be suggested to properly document the reasoning of your 
business decisions made. 

Additionally, we would like to stress that the provisions on GAAR, as well as the 
transitional provisions may be subject to further modifications during the legislative 
process. According to the agenda of the next sitting of the Parliament the second reading 
of the bill will take place on 11th – 13th May 2016. 

Introduction of a General Anti- Avoidance Rule into 
Polish tax law – Sejm passed a bill amending the Tax 
Ordinance Act (13.05.2016) 

In brief 

On 13th May Sejm passed a bill amending the Tax Ordinance Act and certain other acts. 
Sejm approved the recommendations of the Public Finance Committee (this means that 
Sejm passed the bill with the provisions as amended by the Public Finance Committee, i.e. 
with a modification concerning regulations relating to Standard Audit File). The bill will be 
passed through the Senate and subsequently referred to the President for signature. The 
amendments will come into force after 30 days of the date of their promulgation. 

In detail 

Proposed anti-avoidance rule 

According to the bill which has been passed by Sejm legal transactions with the main 
purpose of obtaining a tax advantage contrary to the tax regulations, shall not result in tax 
benefit. Tax consequences of such transactions will be assessed as if alternative 
“appropriate” transaction had taken place. What is more, if transactions carried out by a 
taxpayer do not have any real economic or business rationale other than tax avoidance, tax 
authorities may completely disregard them. 

Transitional provisions concerning GAAR 

According to the provisions of the bill which has been passed by Sejm the GAAR will be 
applied to the tax benefits received after the new law is introduced. 

It means that the sole fact, that the transaction was carried out before the new law came 
into force may not exclude application of the new regulations in case the taxpayer obtains 
a tax benefit after the GAAR is introduced. 

Rules on Standard Audit File 

The same bill which introduces GAAR includes also regulations concerning Standard Audit 
File for Tax, i. a. provisions stipulating that from July 1 st 2016 the “big” taxpayers will be 
obliged to produce files in form of a SAF- T in case of VAT and report it on a monthly 
basis. 
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Entry into force 

The draft stipulates that the amendments will come into force after 30 days of the date of 
their promulgation. 

What does it means to me? 

We recommend you to analyse 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 reasoning of your business 
decisions made. 

Additionally, we would like to stress that the provisions on GAAR, as well as the 
transitional provisions maybe subject to further modifications during the legislative 
process. The bill awaits Senate’s acceptance and President’s signature. 

Introduction of a General Anti- Avoidance Rule into 
Polish tax law – Senate adopted a bill amending the 
Tax Ordinance Act (19.05.2016) 

In brief 

Proposed anti-avoidance rule 

According to the bill which has been adopted by Senate legal transactions with the main 
purpose of obtaining a tax advantage contrary to the tax regulations, shall not result in tax 
benefit. Tax consequences of such transactions will be assessed as if alternative 
“appropriate” transaction had taken place. What is more, if transactions carried out by a 
taxpayer do not have any real economic or business rationale other than tax avoidance, tax 
authorities may completely disregard them. 

Transitional provisions concerning GAAR 

The GAAR will be applied to the tax benefits received after the new law is introduced. 

It means that the sole fact that the transaction was carried out before the new law came 
into force may not exclude application of the new regulations in case the taxpayer obtains 
a tax benefit after the GAAR is introduced. 

Rules on Standard Audit File 

The same bill which introduces GAAR includes also regulations concerning Standard Audit 
File for Tax, i. a. provisions stipulating that from July 1st 2016 the “big” taxpayers will be 
obliged to produce files in form of a SAF- T in case of VAT and report it on a monthly 
basis. 

Entry into force 

The bill stipulates that the amendments will come into force after 30 days of the date of 
their promulgation. 
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What does it mean to me? 

We recommend you to analyse your tax reconciliations from the perspective of the GAAR, 
as well take them into consideration when planning your activities. In particular it would 
be suggested to properly document the reasoning of your business decisions made. 

The bill awaits President’s signature. 

Standard Audit File for Tax – the Parliament passed 
a bill which introduces monthly VAT reporting in a 
SAF-T data format 

In brief 

On 19 May 2016 the Upper Chamber of the Polish Parliament passed a bill on the 
amendment of provisions of the Tax Ordinance and of some other acts. The bill was passed 
in a version including the recommendation of the Committee on Public Finance (i.e. the 
version of the project as of 28 April 2016, with the amendment concerning the Standard 
Audit File for Tax (SAF-T), Jednolity Plik Kontrolny “JPK” in Polish - form no 464-A). 
Subsequently, the bill should be presented to the President for signature. The amendments 
will come into force 30 day s from the date of their promulgation. 

According to the bill adopted by the Parliament, the obligation to generate VAT reports in 
a SAF-T data format and their monthly reporting to the tax authorities will apply initially 
only to the largest enterprises for each month begun on or after 1 July 2016. It means that 
Large Enterprises will be obliged to file VAT reports in t h e SAF-T data form at already on 
25th August 2016. 

The obligation to generate VAT reports in the SAF-T data format will apply to small and 
medium enterprises since January 2017. As for Microenterprises, the obligation will come 
into effect in January 2018. 

In detail 

Under the provisions of the bill, legal persons, organizational entities without legal 
personality and natural persons maintaining tax accounts using computer software will be 
obliged, without summons from the tax authorities, to transfer, by means of electronic 
communication, to the minister responsible for public finance the information on kept 
records, referred to in Art. 109 paragraph 3 of the Goods and Services Tax Act as of 11 
March 2004. 

Information on the maintained records should be submitted in electronic format 
corresponding to the logical structure referred to in Art. 193a § 2, in accordance with the 
rules concerning the transfer of accounts or their parts specified in regulations issued 
pursuant to Art. 193a§ 3, for monthly periods by the 25th day of the month following each 
subsequent month. The information should specify which month it relates to. 

The monthly SAF-T for registration of VAT without summon 

In practice, the introduction of the rules in question creates a requirement for the monthly 
VAT reporting to be done in the Standard Audit File format (please refer to: Schemat 
JPK_VAT (1)v1-0). This requirement will apply without the need for summons from the 
tax authorities or fiscal inspectors. 
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Large Entrepreneurs will submit SAF-T already on 25th August 2016. 

Under transitional regulations, the obligation to report in the SAF-T format will concern 
apply at first only to the largest entrepreneurs for monthly periods since 1st July 2016. 

It means that Large Entrepreneurs will be obligated to submit VAT records in the SAF-T 
format for July 2016 as early as 25th August 2016. 

Small and Medium Enterprises will be obligated both to generate VAT reports in a SAF- T 
data format and report them on a monthly basis since January 2017. 

In practice, this means that on 27th February 2017 the above- mentioned entrepreneurs 
have to be prepared for submitting data of VAT records in a SAF-T data format to the tax 
authorities. 

Since January 2018, an obligation of SAF-T reporting for VAT record will concern also 
Microenterprises. 

Monthly SAF-T reports from VAT records irrespective of quarterly submit of 
VAT returns. 

The introduction of the new duty to submit monthly VAT reports in the SAF-T data format 
applies irrespective of whether the taxpayer submits VAT returns monthly or quarterly. 

Sanctions for lack of SAF- T for VAT record. 

Failure to submit a VAT report in the SAF-T data format as well as an inclusion of 
inaccurate data into a report can be classified by the authorities as offences under fiscal 
penal law. 

Finding the taxpayer guilty of such an offence may lead to the person responsible for 
financial matters to be penalized with a fine in accordance with Art. 8o of the Tax Penal 
Code as of 10th September 1999. 

In 2016, the maximum sanction for non-submission of the VAT report in the SAF-T data 
format can amount to as much as PLN 3m. In case of inclusion of false data in SAF-T, the 
potential sanction could reach PLN 6m. 

Responsibilities of microenterprises 

The bill explicitly states that microenterprises, small and medium enterprises within the 
meaning of the Act on freedom of economic activity are entitled to submit their records in 
the SAF-T format in the period from 1 July 2016. June 30, 2018 at the request of the tax 
authorities. 

Monthly SAF-T reports from VAT records and SAF-T on the request 

It should be noted that the new responsibilities in terms of monthly VAT reporting does 
not relieve the taxpayer from submitting information on JPK structures at the request of 
tax authorities. 

This means that, in the course of audit activities, the tax authorities will still have the right 
to request data in a predefined electronic format (XML file in the prescribed form and 
logic) in the scope described below: 
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 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 

Please bear in mind that the new rules will take effect with regard to the so-called Large 
Enterprises, already since the 1st July 2016. 

With regard to Micro, Small and Medium Enterprises those requirements will come into 
force since 1st July 2018. 

New requirements for VAT records from 2017 

According to the bill since 2017, taxpayers (with the exception of taxpayers engaged 
exclusively in activities exempt from tax under articles. 43 paragraph. 1 or regulations 
issued pursuant to art. 82 paragraph. 3 of the Polish VAT Act and the taxpayers whose sale 
is exempt from tax under articles. 113 paragraph. 1 or 9 of this Act), shall be required to 
keep VAT records that contain the data necessary for the proper preparation of a tax 
return and summary information. 

Those records must include data necessary to identify the object and tax base, the amount 
of tax due, adjustments to the tax due, the amount of input tax lowering the amount of tax 
due, adjustments to the input tax amount of the tax subject to payment to the tax office or 
refunded by the tax office, and other data necessary to identify individual transactions, 
including the number by which the counterparty is identified for the purposes of tax or 
value added tax. 

VAT records in electronic format as of 2018 

In accordance with the bill dated January 1, 2018, VAT taxpayers will be obliged to keep 
VAT records referred to in Article. 109 paragraph. 3 of the Polish VAT Act only in 
electronic form using computer software. 

In practice, this means that from 1 January 2018 all VAT taxpayers should keep their VAT 
records in electronic form. 

Introduction of a General Anti- Avoidance Rule into 
Polish tax law– the President signed the bill (07.06) 

In brief 

On 7th June the President signed the bill amending Tax Ordinance Act and certain other 
acts. The entry into force of the amended provisions depends on how long it will take to 
publish the Act in the Journal of Laws (the amendments will come into force after 30 days 
of the date of their promulgation). 
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In detail 

The anti-avoidance rule 

According to the bill which has been signed by the President legal transactions with the 
main purpose of obtaining a tax advantage contrary to the tax regulations, shall not result 
in tax benefit. Tax consequences of such transactions will be assessed as if alternative 
“appropriate” transaction had taken place. 

What is more, if transactions carried out by a taxpayer do not have any real economic or 
business rationale other than tax avoidance, tax authorities may completely disregard 
them. 

Transitional provisions concerning GAAR 

The GAAR will be applied to the tax benefits received after the new law is introduced. 

It means that the sole fact that the transaction was carried out before the new law came 
into force may not exclude application of the new regulations in case the taxpayer obtains 
a tax benefit after the GAAR is introduced. 

Rules on Standard Audit File 

The same bill which introduces GAAR includes also regulations concerning Standard Audit 
File for Tax, i. e. provisions stipulating that from July 1st 2016 the “big” taxpayers will be 
obliged to produce files in form of a SAF- T in case of VAT and report it on a monthly 
basis. 

Entry into force 

The bill stipulates that the amendments will come into force after 30 days of the date of 
their promulgation (the Act should be published without undue delay). 

What does it mean to me? 

We recommend you to analyse your tax reconciliations from the perspective of the GAAR, 
as well take them into consideration when planning y our activities. In particular it would 
be suggested to properly document the reasoning of your business decisions made.  

Introduction of a General Anti- Avoidance Rule into 
Polish tax law – publication of the bill (14.06) 

In brief 

On 14th June the bill amending Tax Ordinance Act and certain other acts has been 
published in the Journal of Laws. Amended provisions, including the anti-avoidance rule, 
will come into force on 15th July 2016. 

In detail 

The anti-avoidance rule 

According to the bill legal transactions with the main purpose of obtaining a tax advantage 
contrary to the tax regulations, shall not result in tax benefit. Tax consequences of such 
transactions will be assessed as if alternative “appropriate” transaction had taken place. 
What is more, if transactions carried out by a taxpayer do not have any real economic or 
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business rationale other than tax avoidance, tax authorities may completely disregard 
them. 

Transitional provisions concerning GAAR 

The GAAR will be applied to the tax benefits received after the new law is introduced. 

It means that the sole fact that the transaction was carried out before the new law came 
into force may not exclude application of the new regulations in case the taxpayer obtains 
a tax benefit after the GAAR is introduced. 

Rules on Standard Audit File 

The same bill which introduces GAAR includes also regulations concerning Standard Audit 
File for Tax, i. e. provisions stipulating that from July 1st 2016 the “big” taxpayers will be 
obliged to produce files in form of a SAF- T in case of VAT and report it on a monthly 
basis. 

Entry into force 

The bill will come into force on 15th July 2016, apart from the provisions concerning 
Standard Audit File which will take effect on 1st July 2016. 

What does it mean to me? 

We recommend you to analyse your tax reconciliations from the perspective of the GAAR, 
as well take them into consideration when planning your activities. In particular it would 
be suggested to properly document the reasoning of your business decisions made. 

Standard Audit File for Tax – publication of the bill 
(14.06) which introduces monthly VAT reporting in a 
SAF-T data format 

Overview 

On 14th June the bill amending Tax Ordinance Act and certain other acts has been 
published in the Journal of Laws. Amended provisions, including an obligation to monthly 
VAT reporting in a SAF-T data format. 

According to the bill, the obligation to generate VAT reports in a SAF-T data format and 
their monthly reporting to the tax authorities will apply initially only to the largest 
enterprises for each month begun on or after 1st July 2016. It means that Large Enterprises 
will be obliged to file VAT reports in t h e SAF-T data form at already on 25th August 2016. 

The obligation to generate VAT reports in the SAF-T data format will apply to small and 
medium enterprises since January 2017. As for Microenterprises, the obligation will come 
into effect in January 2018. 

In detail 

Entry into force 

According to the bill the obligation concerning monthly VAT reporting in a SAF-T data 
format will take effect on 1st July 2016. 
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The monthly SAF-T for registration of VAT without summon 

In practice, the introduction of the rules in question creates a requirement for the monthly 
VAT reporting to be done in the Standard Audit File format (please refer to: Schemat 
JPK_VAT(1)_v1-0). 

This requirement will apply without the need for summons from the tax authorities or 
fiscal inspectors. 

Large Entrepreneurs will submit SAF-T already on 25th August 2016 

Under transitional regulations, the obligation to report in the SAF-T format will concern 
apply at first only to the largest entrepreneurs for monthly periods since 1st July 2016. 

It means that Large Entrepreneurs will be obligated to submit VAT records in the SAF-T 
format for July 2016 as early as 25th August 2016. 

Small and Medium Enterprises will be obligated both to generate VAT reports in a SAF-T 
data format and report them on a monthly basis since January 2017. 

In practice, this means that on 27th February 2017 the above- mentioned entrepreneurs 
have to be prepared for submitting data of VAT records in a SAF-T data format to the tax 
authorities. 

Since January 2018, an obligation of SAF-T reporting for VAT record will concern also 
Microenterprises.  

Monthly SAF-T reports from VAT records irrespective of quarterly submit of 
VAT returns 

The introduction of the new duty to submit monthly VAT reports in the SAF-T data format 
applies irrespective of whether the taxpayer submits VAT returns monthly or quarterly. 

Sanctions for lack of SAF- T for VAT record 

Failure to submit a VAT report in the SAF-T data format as well as an inclusion of 
inaccurate data into a report can be classified by the authorities as offences under fiscal 
penal law. 

Finding the taxpayer guilty of such an offence may lead to the person responsible for 
financial matters to be penalized with a fine in accordance with Art. 8o of the Tax Penal 
Code as of 10th September 1999. 

In 2016, the maximum sanction for non-submission of the VAT report in the SAF-T data 
format can amount to as much as PLN 3m. In case of inclusion of false data in SAF-T, the 
potential sanction could reach PLN 6m. 

Monthly SAF-T reports from VAT records and SAF-T on the request 

It should be noted that the new responsibilities in terms of monthly VAT reporting does 
not relieve the taxpayer from submitting information on JPK structures at the request of 
tax authorities. 

This means that, in the course of audit activities, the tax authorities will still have the right 
to request data in a predefined electronic format (XML file in the prescribed form and 
logic) in the scope described below: 
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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 

Please bear in mind that the new rules concerning SAF-T on the request will take effect 
with regard to the so-called Large Enterprises, already since the 1st July 2016. 

With regard to Micro, Small and Medium Enterprises those requirements will come into 
force since 1 July 2018. 

Standard Audit File for Tax – the Ministry of Finance 
published the specification of interfaces dedicated to 
SAF-T services 

In brief 

The specification of the interface dedicated to services of Standard Audit File for Tax (SAF-
T) developed by the IT Development Department at the Ministry of Finance has been 
published on the website of the Ministry of Finance. The document describes the 
submission process of data from tax and accounting documentation by taxpayers by means 
of electronic communication – the document is available in Polish. 

In detail 

The specification of interfaces dedicated to SAF-T services developed by the IT 
Development Department of the Ministry of Finance has been published on the website of 
the Ministry of Finance. 

The document describes the submission process of data from tax and accounting 
documentation by taxpayers in electronic format corresponding to the logical structure of 
the SAF-T by means of electronic communication. 

SAF-T submission process 

According to the published document, taxpayers (using the ERP system) must prepare the 
data included in the SAF-T in an XML format, compliant with the XSD scheme as 
published by the Ministry of Finance. 

Each SAF-T document prepared in accordance with an appropriate scheme must be a 
separate XML file. 

XML files generated by taxpayers should be encoded in the UTF-8 format which supports 
Polish diacritics. 

For each SAF-T file prepared by taxpayers the following operations should be performed: 

 Compression of SAF-T target files– using the bzip2 algorithm and partition of data 
into pieces not exceeding 60 MB in size; 
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 Encryption of SAF-T data– using the AES256 algorithm, with a random encryption 
key generated by the taxpayer; 

 Preparation of authenticating metadata – the metadata file must be digitally signed in 
accordance with the XAdES Basic Electronic Signature algorithm, abbreviated as: 
XAdES-BES, in the Enveloped or Enveloping version. 

Once the data has been prepared in accordance with the specification of the Ministry of 
Finance, taxpayers have to submit data comprising the SAF-T using the interface designed 
by the Ministry of Finance. 

The interface must provide for a mechanism of reception of SAF-T documents and is based 
on the REST architecture, acting on a https protocol basis, as well as Azure warehouse 
space service (Azure Storage). 

The applied solution ensures that the taxpayers may obtain an “Official Receipt 
Confirmation” (Polish: Urzędowe Potwierdzenie Odbioru – UPO) which provides evidence 
that the SAF-T has been submitted by the taxpayer. 

In view of the Ministry of Finance, the adopted approach will ensure both effectiveness 
and efficiency of the interface, as well as facilitate integrating the IT solutions used by the 
taxpayers. 

EU countries reach political agreement on Anti-Tax 
Avoidance Directive 

In brief 

On 21st June 2016 Member States reached an agreement on the proposal for a Council 
Directive laying down rules against tax avoidance practices that directly affect the 
functioning of the internal market (also known as Anti-Tax Avoidance Directive – ATAD). 
The objective of ATAD is to implement rules at the EU level against common forms of 
aggressive tax planning schemes currently used by enterprises which would consistent 
with the standards developed by the OECD on Base Erosion and Profit Shifting (BEPS). 

In detail 

In October 2015, OECD presented final package of reforms and measures to tackle BEPS 
activities. This gave a need to implement new rules to align the tax laws in all EU countries 
in order to fight corporate tax avoidance. 

The project of ATAD was put forward for discussion in January 2016 and agreed upon in 
June 2016. 

The aim of ATAD is to create a minimum level of protection against tax avoidance by 
implementing the following ant-abuse measures: controlled foreign company (CFC) rules, 
exit taxation, hybrid mismatches, interest limitation rules, general anti- abuse rules. 

During the negotiations some amendments were made to the original proposal, such as 
exclusion of switch-over clause and scope of interest limitation provisions. 

CFC rules 

These rules are aimed at deterring profit shifting to a low/no tax country and will apply to 
both EU and non-EU situations (including PE). 
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The CFC income will be taxable at the level of parent entity if: the 50% ownership 
threshold is met and the tax rate applicable to CFC is less than 50% of the tax that would 
be due in the parent entity jurisdiction. 

Member States may not impose CFC taxation in case the CFC carries out substantive 
economic activity or is part of genuine arrangements or non- tax driven arrangements 
which purpose is not obtaining tax advantage. 

Exit taxation 

Due to this rules, a taxpayer transferring assets from its head office or PE to its head office 
or PE in another Member State or third country shall be taxed at an amount equal to the 
market value of transferred assets at the time of exit, less their value for tax purposes. 

A taxpayer may pay its tax in instalments over at least 5 years if assets are transferred 
within EU/EEA. This possibility is not applicable if: 

i. the assets are disposed of, 

ii. the assets are subsequently transferred to a third country, 

iii. the taxpayer goes bankrupt or is wound up. 

Exit tax shall not apply to temporary transfer of assets. 

Member States may defer the implementation of this provision to 31 December 2019. 

Hybrid mismatches 

These rules apply to EU situations involving hybrid entities (including its PE) or hybrid 
instruments. In case of hybrid mismatch resulting in double deduction, a deduction shall 
only be given in the Member State where the payment has its source or an entity has its 
residence. 

In case of a deduction without inclusion, the Member State of the payer should deny the 
deduction of such payment. 

Deductibility of interest 

Purpose of this rule is to limit the amount interest deduction to 30% of the taxpayer’s 
EBITDA or EUR 3M threshold. If the interest costs are below the threshold, they are fully 
deductible. 

The limitation will not be applicable if the taxpayer is not part of a consolidated group. 

Also, Member States can choose to introduce a group test on either an equity to total assets 
ratio or a group EBITDA-test. 

The Member States have to implement these rules until 1 January 2024. 

The general anti-abuse rule 

Aim of the GAAR is to allow tax authorities to ignore non- genuine arrangements or a 
series thereof where (one of) the essential purpose(s) is to obtain a tax advantage that 
defeats the object or purpose of otherwise applicable tax provisions. 
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Arrangements shall be regarded as non-genuine to the extent they are not put into place 
for valid commercial reasons which reflect economic reality. 

Entry into force 

It is expected that ATAD will be adopted in July 2016. ATAD will then enter into force on 
the 20 day following its publication in the Official Journal of the EU. 

Member States have time until 31 December 2018 (exceptions are provided) to implement 
ATAD provisions to national legislations. New regulations would then be implemented 
starting from 1 January 2019. 

What does it mean to me? 

At the current stage it is not yet known how the provisions of ATAD will be implemented 
to the Polish legislation. 

Especially since some of the regulations (CFC) are already in force or will be introduced 
shortly (GAAR). The question that remains open is whether certain Polish tax regulations 
being already in force (e.g. CFC) could be loosened as a result of ATAD introduction. 

Nevertheless, we recommend you to analyse existing arrangements as well as future 
transactions from the perspective of the ATAD and take its projected provisions into 
consideration when planning your business activities. 

 

Your local contact person: 

Rafal Dróbka 
Tel: + 48 22 746 4994 
rafal.drobka@pl.pwc.com 
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Romania 

The European Parliament has approved the General 
Data Protection Regulation 

In brief 

Recently, Regulation (EU) 2016/679, dated 27 April, of the European Parliament and the 
Council on the protection of individuals with regard to the processing of personal data and 
the free movement of such data and repealing Directive 95/46/EC was published in the 
Official Journal of the European Union (the “Regulation”). 

The Regulation establishes a framework of rules related to data protection at the European 
Union level, enlarges the territory within which the European Union regulations are 
applicable as regards personal data, imposes new obligations and acknowledges new 
rights, setting also significant fines for breaching these legal provisions (up to EUR 20 
million or 4% of a company’s annual worldwide turnover).  The Regulation repeals 
Directive 95/46/EC (General Data Protection Regulation) (the “Directive”). 

The Regulation will enter into force on 25 May 2016, 20 days after its publication date in 
the Official Journal of the European Union. The Regulation will become directly applicable 
in the member states in two years following its entry into force, without the necessity of 
being transposed into national law. 

In detail 

The Regulation is the result of a process which started in 2009 and included studies, 
conferences, roundtables and public consultation sessions with interested parties 
(“stakeholders”), such as the national regulation authorities, consumer protection 
organisations and others. 

The principal amendments with regard to personal data are as follows: 

1. Broadening the definition of personal data and the provision of new definitions. “The 
identification number, location data, online identifier” are expressly included in the 
meaning of personal data. Moreover, new definitions are provided for notions such 
as: “personal data breach”, “genetic data”, “biometric data”, “data concerning health”, 
“group of undertakings”, “main establishment”, “child” and others. 

2. Higher standards for obtaining the data subject’s consent. The Regulation expressly 
provides that the consent has to be “explicit” and that the acceptance has to be “in a 
statement or through a positive action that leaves no place for equivoque”. Inactivity 
or silence cannot represent consent. The declaration of consent has to be distinct 
from declarations regarding other aspects (for example, of acceptance of terms and 
general conditions). The consent can be withdrawn by the data subject. As regards a 
child’s consent, “where the child is below the age of 16 years, such processing shall be 
lawful only if and to the extent that consent is given or authorised by the holder of 
parental responsibility over the child”. Member states may lower the threshold age, to 
a minimum of 13 years. 

3. Significant expansion of the geographical area of application of the European Union’s 
personal data regulations. The Regulation applies to personal data processing “in the 
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context of the activities of an establishment of a controller or a processor in the 
Union”, irrespective of whether the data processing is actually conducted within or 
outside the European Union. Moreover, the Regulation applies to “the processing of 
personal data of data subjects residing in the Union by a controller not established in 
the Union where the processing activities are related to: (i) the offering of goods or 
services to such data subjects, or (ii) to the monitoring of their behavior as far as their 
behavior takes place within the Union”, by a controller that is not established in the 
European Union. 

4. Provision of new rights for the data subjects. Data subjects have new rights under the 
Regulation, including the “right to be forgotten” (the request to erase the personal 
data) or to rectification, the right to data portability (that is the right of transmitting 
the data to another controller), the right to object to the processing of personal data, 
including through profiling. Controllers have new obligations correlated with the the 
data subjects’ rights. 

5. Profiling. The Regulation stipulated a new restriction for controllers regarding the 
adoption of decisions based on automated processing, if such processing “produces 
legal effects concerning this individual or significantly affects them”. Such processing 
is allowed, however, based on the data subject’s express consent, if necessary for 
concluding a contract or if expressly authorised by a Union or Member State law. 

6. Obligation to designate a data protection officer. If (i) the processing is carried out by 
an enterprise employing 250 or more people; or (ii) the core activities of the 
controller or the processor consist of processing operations which, by virtue of their 
nature, their scope and / or their purposes, require regular and systematic monitoring 
of data subjects, the controller is obliged to designate a data protection officer 
(employee or service provider). The data protection officer is responsible to the 
controller’s top management. 

7. Obligation to notify the supervisory authority in the event of a personal data security 
breach. Controllers have to notify the supervisory authority within 72 hours of 
becoming aware of a breach. When the personal data breach is likely to affect 
adversely the protection of the personal data or privacy of the data subject, the 
controller also has to communicate the personal data breach to the data subject, 
without undue delay. 

8. Liabilities, impact assessment, implied protection. Controllers have to prove they 
observe the Regulation, including by applying transparent and easily accessible 
policies concerning the processing of personal data and the exercising of the data 
subject’s rights. The Regulation provides requires controllers and processors to 
conduct an impact evaluation of processing operations with personal data, if the 
processing presents a specific risk to the rights and liberties of the data subject. 
Moreover, under the Regulation, controllers and processors have to implement 
technical and organisational measures in such a way that the processing meets the 
security level in accord with the risks such processing implies and with the personal 
data that should be protected. 

9. Significant sanctions. Fines of up to EUR 20 million or 4% of the annual worldwide 
turnover can be applied to controllers and operators for breaching the Regulation. 
The sanction will be imposed on a case-by-case basis, considering certain criteria, 
such as: the nature, gravity and duration of the breach, the intentional or negligent 
character of the infringement, the degree of responsibility of the individual or legal 
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person and of previous breaches by them, the technical and organisational measures 
and procedures applied, and the degree of cooperation with the supervisory authority 
in order to remedy the breach. 

[Source: Official Journal of the European Union no. 119L Regulation (EU) 2016/679 of the European 

Parliament and of the Council of 27 April 2016 on the protection of natural persons with regard to the 

processing of personal data and on the free movement of such data, and repealing Directive 

95/46/EC,  published on 4 May 2016] 

The takeaway 

The Regulation represents a significant change to the legislative framework for personal 
data protection. In preparation for the Regulation’s entry into force, controllers should 
adopt and implement a strategy regarding personal data processing covering at least the 
following: 

i. Assess what personal data is processed and for what purpose, considering that is 
possible for such processing to respect the legal framework imposed by the 
Directive but to breach the Regulation; 

ii. Assess whether the clauses of existing agreements respect the Regulation;  

iii. Review personal data processing policies, procedures and notifications, and 
update them to comply with the Regulation; 

iv. Assess the requirement to designate a data protection officer. 

Adherence to the OECD BEPS Implementation Forum 

In brief 

On 2 June 2016, the Romanian Government approved the country’s accession as an 
associate to the BEPS Implementation Forum, in order to implement the BEPS measures 
nationally. BEPS measures named in the official communication published on the 
Government’s website mention transfer pricing as an important component of the action 
plan, but also the intensification of the exchange of information and legislative changes 
aimed at fighting base erosion and profit shifting.  

In detail 

Romania will join countries and jurisdictions working with the Organisation for Economic 
Co-operation and Development (OECD) and members of the G20 to develop the BEPS 
plan (to fight base erosion and profit shifting) standards and to monitor the 
implementation of this package, to be applied in our country. 

On 2 June 2016 the Romanian Government approved, through a Memorandum, the 
country's accession as an associate to the BEPS implementation Forum. This will enable 
Romania’s participation in the implementation of BEPS measures, as well as the local 
implementation of these measures. 

The BEPS action plan includes recommendations for legislative changes, both in national 
and international provisions, to counter situations arising from multinationals using 
legislative inconsistencies between the tax systems of the states in which they conduct 
their activities. To address this issue, the plan will generate changes in the OECD Model 
Tax Convention, OECD Transfer Pricing Guidelines and national tax systems. The 
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objective is to arrive at a settlement in relation to double non-taxation and improving 
mechanisms for resolving cases of double taxation. 

Another component of the BEPS action plan is improved exchange of information: by 
increasing transparency and reporting of information by taxpayers to the tax authorities, 
and between the tax authorities of various countries. This component of the plan is 
consistent with the proposal to amend the EU Directive on the exchange of information in 
order to extend the automatic exchange of information to include cross-border tax rulings. 

Transfer pricing is another major component of the BEPS action plan. Five of the 15 
measures refer explicitly or implicitly to transfer pricing. Romania has incorporated into 
national law the specific provisions on transfer pricing guidelines issued by the OECD. As 
this area is now one of the most targeted by tax inspections in Romania, participating in 
the implementation of the BEPS package will ensure that the country is aligned with 
international practices in the area. 

The BEPS Implementation Forum was presented and approved by the OECD Secretariat at 
the meeting of G20 finance ministers held in Shanghai on 27-28 February 2016. The first 
meeting of the countries which have joined the BEPS action plan will be held in Kyoto on 
30 June - 1 July 2016. 

[Source: www.gov.ro] 

The Takeaway 

Romania is to join the OECD BEPS developments earlier than expected. On 2 June 2016, 
the Romanian Government approved the country’s accession as an associate to the BEPS 
Implementation Forum, in order to enable the country to be part of this process and 
implement the BEPS measures. 

Transfer pricing, intensification of the exchange of information and legislative changes 
aimed at fighting base erosion and profit shifting are explicitly mentioned as important 
components of the BEPS action plan. 

 

Your local contact person: 

Anda Rojanschi, Partner 
Tel: +40 21 225 3586 
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Russia 

Draft Law amending procedure of input VAT recovery 
related to export operations is passed in the third 
reading 

In brief 

On 20th May 2016 the Russian State Duma accepted in the third reading a draft law № 
730216-6 introducing amendments to Chapter 21 of Part Two of the Russian Tax Code 
(hereinafter, the Draft Law). 

The Draft Law abolishes the special procedure of recovery of input VAT related to some 
zero-related supplies, namely, to export of goods (except for export of certain mining 
products) and to supplies of precious metals to funds of precious metals and precious 
stones, to the Central bank and to banks. 

Currently, taxpayers performing export of goods and sales of precious metals are obliged 
to maintain separate accounting of input VAT related to such transactions. Respective 
input VAT may be recovered only after the documentary confirmation of 0% VAT rate. 
The Draft Law introduces amendments allowing recovery of such input VAT under the 
general rules, i.e. without the delay of recovery until the documentary confirmation of 0% 
VAT rate. 

In detail 

The Draft Law amends provisions of Articles 165, 169 and 172 of the Russian Tax Code 
(hereinafter, the RTC) envisaging recovery of input VAT related to certain zero-rated 
transactions under the general rules. According to the Draft Law, such transactions (for 
which new input VAT recovery rules apply) include: 

 sale of goods moved out of Russia under the export customs procedure (except for 
the sale of mining products) and sale of goods placed under the customs procedure 
of free customs zone; 

 sale of precious metals to funds of precious metals and precious stones, to the 
Central bank and to banks. 

Input VAT related to the above activities can be recovered by taxpayers when goods 
(works, services) are booked into accounts and proper VAT invoices are received from 
suppliers, without the delay of recovery until moment of submission to the tax authorities 
of documents confirming applicability of 0% VAT rate to the above transactions. 

With that, however, the Draft Law does not abolish taxpayers’ obligations to submit 
documents confirming 0% VAT rate application on such operations. Taxpayers are still 
required to collect the documents specified in article 165 of the RTC, and submit them to 
the tax authorities within time limits established in the RTC. 

It should be noted that the Draft Law does not change current input VAT recovery rules 
with respect to export of mining products (i.e. respective input VAT can be recovered not 
earlier than on the moment of documentary confirmation of 0% rate). According to the 
Draft Law, the mining products include: mineral products, products of chemical and 
related industries, wood and wood products, pearls, precious or semi-precious stones, 
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precious metals, base metals. The respective list of the above mineral products is to be 
determined by the respective HS codes. The applicable HS codes will be developed by the 
Russian Government. 

Please also note that for the other transactions subject to 0% VAT rate, input VAT 
recovery rules remain the same (i.e. recovery of input VAT is available not earlier than on 
the moment of documentary confirmation of 0% VAT rate). In particular, the current 
input VAT recovery rules remain unchanged in respect of international transportation 
and freight forwarding services, transportation of oil, oil products and natural gas by 
pipeline transport out of the territory of the Russian Federation, services of 
transshipment and storage of exported goods in seaports, electricity supplies out of the 
Russian Federation, etc. 

In addition to the above, the Draft Law also introduces additional requirements to VAT 
invoices issued for sales of goods to the countries of the Eurasian Economic Union. 
Namely, such VAT invoices should contain a reference to HS codes of respective goods 
(assigned in accordance with the Eurasian Economic Union legislation). 

In case the Draft Law becomes a law, the changes in the RTC will come into force not 
earlier than one month after the day of official publication of the respective Federal law 
and not earlier than the 1st day of the next tax period for VAT. Thus, in case of publication 
of the law before 1st June 2016, the law will come into force starting from 1st July 2016. 

The new rules will apply to the amounts of input VAT on goods (works, services), 
property rights, purchased and booked after the above changes come into force. 

What does it mean? 

The considered changes should allow many exporting companies, as well as companies 
producing and selling precious metals not to maintain separate accounting of input VAT 
in respect of such operations. The new rules should significantly simplify accounting of 
input VAT. 

Moreover, such changes should reduce cash flow costs for payment of VAT in respect of 
mentioned transactions since earlier input VAT recovery is envisaged. 

When changes come into force, taxpayers will need to review their accounting policy and 
analyze internal procedures of input VAT recovery on certain types of transactions (e.g. 
with respect to goods, works and services purchased earlier but used in export operations 
after the law comes into force). Also, changes in ERP system settings would likely be 
required. 

In practice, prior to approval of the list of the Russian Government with the mineral 
products HS codes, there may be uncertainty in respect of VAT recovery rules towards 
sales of certain goods. 

How we can help? 

PwC specialists will be happy to provide your company all the necessary assistance and 
support related to the considered amendments, in particular: 

 analyze the impact of the changes introduced by the law on the procedure of VAT 
recovery related to export operations performed by your company; 
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 develop new approach to separate input VAT accounting (for example, in a situation 
where the company performs different types of transactions subject to 0% VAT) and 
prepare the necessary changes into accounting policies; 

 provide assistance with introduction of changes into your ERP system; 
 provide assistance with classification of mining products in accordance with the HS 

codes after the establishment of the list of mining products by the Russian 
Government in order to identify the necessity to maintain separate input VAT 
accounting. 

In six months’ time, companies will be required to 
disclose their real owners 

In brief 

A bill1 under which legal entities will be required to identify their beneficiary owners and 
disclose this information to government agencies, including the Russian FTS, has been 
submitted to the President for signature. 

There will be a penalty of up to RUB 500,000 for the failure to comply with the new 
requirements, and later on, as expected, financial institutions (banks etc.) will be 
allowed to deny such companies a new account or suspend transactions on the existing 
accounts. 

The amendments2 shall take effect upon expiration of 180 days after the date of their 
official publication. 

In detail 

What new duties will be imposed on legal entities? 

The bill defines that a beneficiary owner means an individual who ultimately, directly or 
indirectly (through third parties), owns (has a prevailing interest of more than 25 % in its 
equity) a legal entity or can control its actions. 

Accordingly, legal entities will be responsible for: 

Taking reasonable and currently available measures to establish information about their 
beneficiary owners provided for by Law No. 115-FZ (full name, citizenship, date of birth, 
identity document details, TIN, etc.); 

At least once a year updating the information about their beneficiary owners and 
documenting the received information; 

Keeping the collected information for at least five years; 

Submitting the information at requests of an authorised agency, tax agencies and other 
federal executive bodies authorised by the Russian Government. 

 

                                                             
1 http://asozd2.duma.gov.ru/main.nsf/(Spravka)?OpenAgent&RN=965365-6 
2 The bill amends Federal law No. 115-FZ of 7 August 2001 “On Countering the Legalisation 
(Laundering) of Illicit Earnings and Terrorism Financing” 
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What liability for the failure to comply with the new requirements will be 
established? 

If a legal entity fails to perform the above duties, its officers will be liable to pay a penalty 
ranging from RUB 30,000 to 40,000 and the legal entity itself will be liable to pay a 
penalty ranging from RUB 100,000 to 500,000. 

Since the wording “reasonable and currently available measures” can be interpreted 
differently, it is already clear that disputes on corporate liability are inevitable. 

The first practical question is whether a penalty will be imposed if the information has not 
been obtained, although the company has made all efforts to get it. 

The second question is how the company can be sure that the received information is 
reliable. In other words, is it sufficient to receive, say, a written confirmation from a 
shareholder (a member) that he/she is a beneficiary owner or should the company conduct 
its own investigation? 

The benchmarks will likely be formed as the court practice on these matters develops. 

The takeaway 

We recommend that you assess resources and time needed to gather relevant information 
now. 

Errors made upon customs clearance can be rectified 
without penalty 

Summary 

On 23 June 2016, Russian President Vladimir Putin signed several3 legislative acts 
amending the Russian Code of Administrative Offences (the Code) regarding 
administrative liability for customs violations. These amendments took effect on 4 July 
2016. 

A number of the amendments are rather technical and aimed at bringing Russian 
customs legislation in line with definitions given in the Eurasian Economic Union 
(EAEU) legislation. However, some amendments are critical and, in our opinion, could 
have significant impact on companies involved in foreign trade activities. In particular, 
the most desired by the Russian business amendments relate to voluntarily disclosure of 
non-declared goods to the customs authorities without being held administratively liable. 

Detailed overview 

In practice a cross-border activity of companies is often associated with various errors 
and mistakes during the customs clearance. This, in turn, exposes commercial issues for 
the companies as well as risk of administrative liability. In practice, the most common 
reasons for declaring incorrect information to customs include: 
 

                                                             
3 Federal Law No. 207-FZ of 23 June 2016 “On Amending the Russian Code of Administrative 
Offences”; Federal Law No. 213-FZ of 23 June 2016 “On Amending the Russian Code of 
Administrative Offences as Regards Improving Administrative Liability for Violations of Customs 
Rules”. 
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 misdescription of goods /excessive weight; 
 surpluses; 
 delivered goods differ from those specified in the order. 

 

In such cases, declarants were subject to administrative liability while identifying 
incorrect information about the goods in customs declaration and applying to the 
customs authorities to amend the errors and pay the customs payments due (Article 16.2, 
part 1 of the Code). It is important to note that non- declared goods may not be sold, 
stored and/or used for commercial purposes. 

These amendments represent one of the steps toward liberalising administrative 
legislation concerning customs violations, a process that business community has 
initiated. Since February 2015, the Code has stipulated the principle of “voluntary 
admission of an error ”, which allows the companies to avoid administrative liability in 
cases of declaring to customs inaccurate information about the goods resulting in 
underpaid customs payments (Article 16.2, part 2 of the Code), provided that a number of 
conditions are met. However, this principle applies only in some cases (e.g. if an importer 
failed to include certain mandatory expenses or license payments into the customs value). 

Effective 4 July 2016 companies involved in foreign trade are no longer be subject to 
administrative liability if they voluntary initiate amendments to the customs declarations 
and pay customs taxes due. However, it should be noted that the principle of “voluntary 
admission of an error” is applicable only when certain conditions are met (namely, if no 
administrative violations have been identified with respect to goods, no audits of the 
declarant are being conducted and no overdue of customs payment exist). At the same 
time it may not be possible to observe the above conditions. 

For example, at the moment when the customs declaration is amended it is not always 
clear whether the audit has already commenced by the customs authorities. Under 
customs law, the customs authorities may conduct desk customs audits without notifying 
the declarant. In these cases, there is still a risk that voluntary amending of the customs 
declaration may result in administrative fines. 

Liability for declaring an incorrect tariff code to customs 

Currently, the customs authorities charge companies importing / exporting goods with 
administrative liability in cases of declaration of an incorrect tariff code assigned in 
accordance with TN VED even if complete and accurate information about the goods has 
been presented to them. However, in such cases, the courts have tended to support 
declarants and overturn the decisions of the customs authorities. 

Now, according to the new procedure, a customs office will be allowed to bring 
administrative action against a declarant for declaring the incorrect tariff code under 
Article 16.2, part 2 of the Code only if the description of declared goods contains 
incomplete and inaccurate information affecting its classification. 

We believe, however, that the definition of “incomplete information” that affects the 
customs classification is rather general. Given that the customs authorities generally take 
a conservative approach, we cannot exclude that the lack of some data on goods 
characteristics / description that could potentially affect a customs code will be treated as 
grounds for administrative liability. 
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Mitigation of administrative liability and conditions for being charged with 
administrative liability 

The new amendments to the Code set softer sanctions on businesses for some violation of 
customs rules. For example, the minimum amount of administrative penalty for declaring 
inaccurate information about goods’ certification to a customs office will be RUB 50,000 
(Article 16.2, part 3 of the Code). The new rules introduce punishment in the form of a 
warning as sanctions for certain customs violations (for example, under Article 16.11 of 
the Code, for the destruction, deletion or modification of         identification facilities). 

The amended legislation changes the conditions for charging with administrative liability 
for certain customs violations. For example, now the scene of Article 16.7 of the Code is 
more specific. According to the new law, a declarant is held administratively liable if it 
submits inaccurate information to a customs broker for the purpose of goods declaration 
which resulted or could result in lower amounts of customs taxes and could affect 
compliance with bans and restrictions. Currently, declarants can be held liable in general 
cases of submission of inaccurate information. 

What does this mean for your company? 

The amendments may allow companies to put goods imported or exported with 
inaccuracies, such as misdescription of goods (including SKUs), surpluses, etc., into civil 
circulation without administrative penalties. 

Furthermore, the possibility of the legal introduction of non-declared goods helps 
mitigate tax risks associated with subsequent documentation of detected errors, for 
example, “undeclared products” found in the course of stock-taking and sales of products, 
etc. 

How we can help 

We are ready to assist companies to evaluate the possibility of apply the “voluntary 
admission of an error” principle in specific situation and thereafter to develop approaches 
to introducing retrospective changes into the customs declarations. Our specialists are 
also ready to participate in negotiations with the customs authorities to agree on an 
approach to the customs declarations adjustment. 

Our team may assist with developing or improving the internal control system to timely 
identify mistakes and make adjustments in customs declarations so as to mitigate the 
risks of mistakes being identified by the customs authorities during post customs 
clearance control. 

  



 
 

 

 

PwC   51 
 

 

 

The list of state-owned enterprises put up for 
privatization in 2016 in Belarus 
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The responsible authority is the State Institution National Agency of Investment and 
Privatization. More information can be found here: 
http://investinbelarus.by/en/privatization/ 

 

Your contact person in Germany: 

Tanja Galander, telephone: +49 30 2636-5483 
Ekaterina Cherkasova, telephone: +49 30 2636-1523 

Russia‐Blog: http://blogs.pwc.de/russland‐news 
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Slovakia 
The filing of electronic customs declarations will no longer be an option, but 
an obligation 

New customs regulations in force from 1 May 2016 

As of 1 May 2016, a new Union Customs Code (UCC)* came into force. 

The basic principles of customs procedures remain unaffected by the new customs 
legislation, i.e. goods imported from non-EU countries and exported back to these 
countries are still subject to customs clearance. However, there are several changes, some 
of which are fundamental, related to new benefits and the tightening of certain rules. 

The primary change consists of the obligation to use the paperless customs environment. 
In practice, this means the complete electronisation of customs clearance. The filing of 
electronic customs declarations under the new legislation will no longer be an option, but 
an obligation. 

Customs procedures rules have been unified and harmonized. The Union Customs Code 
repeals some procedures (customs warehousing - type D, inward processing regime - 
drawback system, processing under customs control, free zone type II). The Union 
Customs Code now distinguishes four separate procedures - transit, storage, specific use 
and processing. For the inward processing regime, compensatory interest and the 
obligation to re-export goods were cancelled, so this customs procedure will become 
available to more applicants than before. 

The concept of the Authorised Economic Operator (AEO) has become more significant. 
What were previously formal advantages, now become benefits for AEO holders, which 
should significantly simplify cross-border trade. For example, AEO holders will benefit 
from institutes such as self-assessment, international centralized customs clearance and 
the waiver of the obligation to present goods when entering evidence of a declarant, which 
will only be available to AEO holders. There are new rules for the certification of applicants 
for AEO, which will now include a review of tax and criminal integrity and professional 
competence. Certification will become more difficult, but the AEO benefits will be more 
significant. Currently valid AEO certificates must be revised and harmonised with the new 
rules by 1 May 2019. 

As regards customs valuation, the current “first sale principle” will be replaced by a new 
rule of a “last sale”. The conditions have also been changed for calculating the customs 
value for royalties. Although it will be possible to use the “first sale principle” in a 
transitional period, provided there is a binding contract containing a reference to this 
principle concluded before 18 January 2016, it is important to review the calculation of the 
customs value and harmonise it with the new rules. Otherwise, there is a risk of penalties 
for the incorrect application of customs legislation related to the assessment of the 
customs debt, which is one of the most common violations. 

With regard to the new, stricter penalties and interest rates for the re-assessment of 
inaccurate customs debts, the timely and detailed revision of customs procedures 
following the new customs legislation is the only option to prevent undesired penalties and 
possible administrative or criminal proceedings. 
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If you would like to review your compliance processes with regard to the new customs 
legislation, or you want to be certain you are benefiting from all customs simplifications, 
please contact Zuzana Šátková.  

Amendment to the VAT Act 

In compliance with the above-stated amendment to EU customs legislation, several laws 
including the Slovak VAT Act (“the VAT Act”) were legislatively and technically amended 
with effect from 1 May 2016. The changes primarily affect the definition of tax liability in 
respect of the import of goods and reflect changes in terminology in the context of a new 
definition of customs processes, regrouping of customs procedures and updating 
references to the articles of the new EU regulation establishing the Union Customs Code. 

* Established by Regulation (EU) no. 952/2013 of the European Parliament and of the 
Council of 9 October 2013. Previously applied customs legislation, the Community 
Customs Code established by Council Regulation (EEC) No. 2913/92 of 12 October 1992 
and some related legislation were abolished as of 1 May 2016. The detailed rules for 
implementing certain provisions of the Union Customs Code are laid down in Commission 
Delegated Regulation (EU) 2015/2446 of 28 July 2015, Commission Implementing 
Regulation (EU) 2015/2447 of 24 November 2015. Transitional rules for certain provisions 
of the Union Customs Code where the relevant electronic systems are not yet operational 
are laid down in Commission Delegated Regulation (EU) 2016/341 of 17 December 2015. 

Anti-Tax Avoidance Package partly adopted by EU finance ministers 

Economic and Financial Affairs Council of the European Union (“ECOFIN”) adopted some 
parts of the Anti-Tax Avoidance Package (ATAP) announced in January at their latest 
meeting on 25 May 2016. 

ECOFIN has adopted the Directive regarding country-by-country reporting (CBCR) 
requirements and mandatory automatic exchange of information for CBCR. 

ECOFIN has also adopted conclusions related to third country aspects of ATAP focusing 
on tax transparency and safeguards against tax avoidance of multinational companies. 
Implementation of the conclusions should lead to inserting tax governance clauses in the 
agreements with third countries and to include general anti-tax avoidance rules into 
bilateral tax treaties.   

Decision on other elements of the ATAP, including the draft ATA Directive that has been 
discussed, has been postponed to the ECOFIN meeting on 17 June 2016. 

ATAP in brief 

On 28 January 2016, the EU Commission (EC) presented its ATAP, which consists of 
seven parts: 

 legislative proposals for an Anti-Tax Avoidance Directive (draft ATA Directive) 

 legislative proposals for an amendment to Directive 2011/16/EU to coordinate 
implementation of G20/OECD BEPS country-by-country reporting (CBCR) 
requirements 

 a proposed ‘EC Recommendation’ to Member States on the implementation of 
G20/OECD BEPS recommendations on tax treaty abuse and on permanent 
establishments (PEs) 
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 a general policy ‘Communication’ on the ATAP and the proposed way forward 

 a general policy ‘Communication’ on an EU external strategy for effective taxation 

 an EC Staff Working Document and 

 a Study on Aggressive Tax Planning. 

In summary, the continuing political will to address elements of tax avoidance may well 
result in the 100% consensus required by EU Member States to effect at least some of the 
proposed tax changes. The EU-28 governments will have to decide if they are willing to go 
further than was agreed by the 21 of them that participated in the G20/OECD BEPS 
outcomes on interest limitation rules, hybrid mismatches, controlled foreign companies 
(CFCs), tax treaty abuse and PEs. Reaching agreement on additional areas addressed in 
this package may be more difficult. These areas include legislative proposals on 
harmonized exit taxation, general anti-avoidance rules (GAARs) and switch-over clauses, 
effectively providing for a minimum level of taxation with tax credit relief rather than 
exemption. 

Information on the latest guidelines and information issued by the Slovak 
Financial Directorate on VAT 

Information on use of the new VAT Control Statement template introduced by an 
amendment to the Slovak VAT Act 

With effect from 1 April 2016, following an amendment to the Slovak VAT Act, VAT payers 
must state in section B3 of the control statement information about their suppliers of 
goods or services (VAT registration number) if in a given tax period the total VAT 
deduction from simplified invoices is EUR 3,000 or more. A change has also been 
introduced to the control statement template (section B3 is now divided into sections B3.1 
and B3.2). If the limit of EUR 3,000 for a VAT period is exceeded, the VAT payer is obliged 
to state the total amount of the tax base, the total VAT amount and the total amount of 
VAT deduction in section B3.2 broken down based on the VAT registration number of each 
supplier. The new control statement template must be used for the first time for the April 
2016 VAT period, or for 2nd quarter 2016. If the amount of VAT deduction reported is less 
than EUR 3,000, the VAT payer need not state the VAT registration numbers of the 
suppliers and he should complete section B3.1, which has the same structure as the current 
section B3. 

Overview of activities classified according to the statistical classification of products by 
activity (CPA) and reporting the supply of construction work in the control statement and 
VAT return 

Self-assessment (reverse-charge of VAT liability to the customer) for construction, which is 
effective from 1 January 2016, creates several problems for construction work suppliers 
and the customers of such work in relation to the correct classification of activities 
according to the statistical classification of products by activity (CPA). The Slovak FD has 
received several queries from tax subjects regarding the application of this new provision. 
In response, on 7 March 2016 the Slovak FD issued a table of construction work which is, 
or is not, classified in one of the divisions 41, 42 and 43 of Section F of the statistical 
classification of products by activity (CPA). The Slovak FD updates this list of work on a 
weekly basis. The classification contained in the list only relates to work which is supplied 
separately (a composite supply including various activities may change the VAT regime). 
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Supplies of construction work with the place of supply in Slovakia, for which the VAT 
liability is shifted to the customer, are only reported in the control statement and VAT 
return by the customer (recipient) of such supplies. The customer must report the 
transaction in the VAT period in which the VAT liability arose, namely in section B1 of the 
control statement and on lines 9 and 10 of the Slovak VAT return. If the conditions for 
VAT deduction are met, the customer should also report the VAT deduction in section B1 
of the control statement and on line 21 of the Slovak VAT return for the VAT period in 
which it applies the VAT deduction. 

Special VAT arrangement for VAT payments based on the receipt of a payment for the 
supply of goods or a service (“cash-accounting scheme”) 

As we informed you in previous issues, from 1 January 2016 certain VAT payers can decide 
to apply a special VAT scheme on receipt of a payment, based on which the VAT liability 
for the supplier only arises upon receiving the payment from the customer. The customer’s 
right to deduct VAT arises when the customer pays its supplier for the purchased goods or 
services. To date in 2016, approx. 380 subjects have adopted this special scheme. In March 
2016, the Slovak FD issued a list of these VAT payers and this is regularly updated. The list 
includes information about the date on which the VAT payer began to apply the special 
scheme and only has an informative character, since for the application of cash-accounting 
the following statement must be written on an invoice “VAT applies upon receipt of 
payment”. Otherwise the supply is subject to standard VAT rules. 

The application of this optional special regime affects the reporting in the control 
statement. The Slovak FD has issued informative material for reporting data in the control 
statement to familiarize VAT payers who have chosen to apply a special VAT arrangement 
in accordance with § 68d of the Slovak VAT Act, and VAT payers who do not apply the 
special VAT arrangement, but trade with suppliers applying this arrangement. 

Below we outline the reporting in the control statement for a customer that does not apply 
the special arrangement, but who purchased the services or goods from a supplier that 
applies this VAT regime. When receiving an invoice for the supply of goods and services 
which includes the statement “VAT applies upon receipt of payment”, the customer should 
report the information from the received invoice in section B2 of the control statement for 
the VAT period in which it paid the invoice, i.e. in the VAT period in which it claims the 
VAT. The customer should state the date of payment (date of crediting the money to the 
supplier’s bank account) in the column for the date of delivery of goods and services or 
receipt the payment. The tax base and the amount of VAT depends on the paid amount of 
the invoice. 

For the receipt of a credit note for supply subject to the cash-accounting scheme, the 
customer should report in section C2 of the control statement information from the 
received credit note in the VAT period in which it received the document. For the receipt of 
a debit note, the customer should report information from the document in section C2 of 
the control statement for the VAT period in which it paid the debit note including the 
payment amount.  

Verification of correctness of VAT numbers 

An obligation of VAT payers arises to verify the correctness of information about their 
suppliers and customers from an indirect interpretation of the Slovak VAT Act and certain 
case law of the European Court of Justice. In this respect, the Slovak FD issued an 
informative document for the purpose of controlling the formal correctness of the 
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structure of VAT identification numbers stated on invoices for supplies of goods and 
services from other EU Member states. This material contains the structure of VAT 
identification numbers issued by individual EU Member States.  

Material for the classification of 10% VAT-rated food products 

The lower 10% VAT rate for the supply of selected food products applies from January 
2016. The Slovak FD has published a FAQ summary about the correct application of the 
reduced VAT rate on these food products. The document contains various clarifications 
and comments on selected food products and information on the classification of the food 
products under the harmonised nomenclature code. 

 

Your local contact person: 

Todd Bradshaw 
Country Managing Partner 
Tel.: +421 (0) 2 59350 600 
todd.bradshaw@sk.pwc.com 

  



 
 

 

 

PwC   58 
 

 

 

Slovenia 
The possibility of reverse-charge of import VAT for imports as of 1 July 2016 

In brief 

As of 1 July 2016 onward, amendments in respect to charging import VAT will enter into 
force. From this date onward, companies, which are importing goods to Slovenia, will 
under certain conditions have the possibility to charge and deduct import VAT via VAT 
return. Companies which are established outside Slovenia and registered for VAT purposes 
in Slovenia, will be able to use this simplification only if they appoint a Slovenian fiscal 
representative. 

In Detail 

The import process until 30 June 2016 

Following the current VAT rules, importers have to pay import VAT as an import duty on 
the basis of the customs declaration. As currently importers pay VAT at the import, but 
can claim it back in the VAT return, this financing of the import VAT represents a financial 
burden for them. With a view of eliminating the time gap and financing of the state, 
Slovenia introduced the amendments of VAT Act. In accordance with the new provisions, 
the payment of the import VAT will be realized through monthly (or quarterly) submission 
of VAT return on the grounds of self-assessment of import VAT (similar to reverse-charge 
acquisition of goods from the EU). 

The import process after 30 June 2016 

After 30 June 2016 onward, companies will be able to charge import VAT via VAT return. 
Importers which will not decide for the changed method of accounting for the import VAT, 
will continue to pay import VAT in the same way as for the goods imported until 30 June 
2016 (i.e. as import duty calculated by the Customs authorities on the basis of the customs 
declaration). If the importer decides to apply a new method of accounting and paying of 
import VAT, certain criteria will have to be meet. In the addition to the requirement that 
the tax payer has to be the recipient of the goods VAT identified in Slovenia, certain 
additional conditions have to be meet. For using described simplification, a taxable person 
has to report at least the following information on the customs declaration: its Slovenian 
VAT number, taxable base, VAT rate and amount of import VAT. 

Despite the financial and administrative relief brought with the simplification, this 
amendment as well brings certain drawbacks, as companies not established in Slovenia 
which will use described simplification will have to appoint a fiscal representative 
established in Slovenia, which will be jointly liable for the payment of the import VAT. 

Should you like additional information regarding the revised method of accounting import 
VAT, please do not hesitate to contact us. 

The proposal for the amendment of the Tax Procedure Act 

In brief 

The government of the Republic of Slovenia (hereinafter: government of RS) has published 
the proposal for the amendment of the Tax Procedure Act (hereinafter: TPA proposal) on 
24 May 2016, in which the it proposes some measures which should improve the business 
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environment, eliminate the administrative barriers in respect of tax system, increase the 
voluntary payments of public duties and improve the effectiveness of collecting them. 

In detail 

Main solutions of the draft law 

Elimination of the administrative barriers for the tax payers 

a) Filled-in form for the calculation of the social security contributions 

The TPA proposal suggest reduction of the administrative barriers for taxable persons who 
are, pursuant to the current legal requirements, liable to calculate and submit the social 
security contributions calculations by themselves. For them, the Slovenian Financial 
Authorities would prepare a prefilled calculation of social security contributions based on 
the available information regarding the basis for social security contributions calculation. 

b) Prolongation of the due date for the payment of the withheld tax and social security 
contributions 

The TPA proposal suggests the implementation of a 5 days due date for the payment of 
withholding tax and social security contributions. According to the current legal 
requirements, the personal income tax and social security contributions have to be 
calculated and withheld when submitting the payroll calculations (i.e. REK form) and paid 
on the day of the salary pay out. According to the TPA proposal, there would be a 5 days 
due date for the payment of the aforementioned obligations which would allow the taxable 
persons to have a better liquidity and solvency. 

Determination of additional options for easier tax debt payments 

According to the current legal provisions, the corporate income tax due shall be paid in 
maximum of 24 monthly instalments (except in case of preventive financial restructuring). 
The TPA proposal however, suggests a solution of tax due being paid in maximum of 60 
monthly instalments for taxable persons in the procedure of financial restructuring of the 
accounts receivable in the process of simplified compulsory composition. 

Amendment of the interest rate in all phases of tax non-compliance 

The proposal introduces new interest rates for deferred payments and instalment 
payments (2 %), self-declaration of tax liabilities (3 %), submitting the tax calculation 
while being under tax inspection (5 %) and for determining the tax obligations on the basis 
of the tax inspection (7 %). Interest rate for late payments and submission of tax returns 
after the statutory term remains the same (i.e. 9%). 

Simplification of the tax audit procedure 

In case of the tax audit expanding to other periods or other types of taxes, the Slovenian 
Financial Authorities shall not be obliged to issue a decision on expanding the tax audit. 
After concluding the tax audit, the Slovenian Financial Authorities shall no longer be 
obliged to prepare a written notice on the tax audit conclusions. A taxable person will have 
the possibility of submitting the tax return or the correction of the tax return while the tax 
audit is being performed, if the Slovenian Financial Authorities will allow it. The proposal 
also specifies a renunciation of rights to object to the written decision issued after the tax 
audit in the period of 20 days after being served (with the official decision) and by it 
reducing the length of the tax audit. 
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Tax enforcement 

The proposal expands the limitations of the tax enforcement. If the debtor has dependent 
family (or other) members a maximum of two thirds of his income can be confiscated, but 
no more than 76% of minimum salary, determined by law. The same applies for sole 
proprietor that has dependent family (or other) members. 

Transposition of Directives 

TPA proposal transposes the Directive 2015/2367/EU amending the Directive 
2015/2011/16/EU on administrative cooperation in the field of taxation, the Directive 
2015/2060/EU on the repeal of the Directive 2003/48/EU on taxation of savings income 
in the form of interest payments and the Directive 2016/xx/EU amending the Directive 
2011/16/EU on administrative cooperation in the field of taxation. We have already 
explained the details on exchange of reports between countries in the previous Tax news 
article issued in March. Only multinational companies of which the consolidated revenue 
exceeds 750 million € will be liable for such reporting which means that 85 to 90% of the 
multinational companies will be excluded from reporting. 

 

Your local contact person: 

Miroslav Marchev 
Tax Service Leader 
+386 1 5836 058 
miroslav.marchev@si.pwc.com 
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Ukraine 
Payment of dividends and ease of other currency control restrictions 

The National Bank of Ukraine gradually eases currency control restrictions 

On 7 June 2016 the NBU issued a resolution*, which eases certain currency control 
restrictions, in particular: 

Owners of corporate rights/shares (i.e. foreign shareholders of Ukrainian companies) will 
be entitled to repatriate dividends for 2014-2015. The amount of monthly dividends 
payment is not to exceed either i) USD 1 million, or ii) 10% of the total amount of 
dividends to be paid to the foreign investor, whichever is higher. In any case, the amount 
of dividends payment during one month period cannot exceed USD 5 million; 

The amount of mandatory sale of foreign currency proceeds was reduced from 75% to 
65%; 

The daily threshold amount for purchases of cash foreign currency was increased from 
UAH 6,000 to UAH 12,000; 

The daily threshold amount for cash withdrawals from foreign currency accounts in 
foreign currency was increased from the equivalent of UAH 50,000 to UAH 100,000. 

The daily threshold amount for cash withdrawals in UAH was eliminated. Previously, it 
was set at UAH 500,000. 

These important changes come into effect on 9 June 2016 while new dividends payment 
rule takes effect on 13 June 2016. The new rules will remain effective through 14 
September 2016. 

Besides that, the NBU has streamlined the procedure for currency exchange transactions 
(e.g., banks are no longer required to make a copy of a client’s passport. This requirement 
sets in only if the amount of transaction exceeds UAH 150,000, etc.)** 

We will continue to monitor the situation and keep you updated on this issue. 

* NBU Resolution No. 342 dated 7 June 2016 

** NBU Resolution No. 341 dated 7 June 2016 

Financial restructuring mechanism is introduced 

The Ukrainian Parliament passed the law on financial restructuring 

On 14 June 2016 the Ukrainian Parliament adopted the Law “On Financial Restructuring” 
(hereinafter – the “Law”)*, which establishes terms and procedure for financial 
restructuring of legal entities – debtors of financial institutions (e.g. banks). 

According to the Law, financial restructuring is a voluntary out-of- court procedure, which 
is performed via negotiations between the debtor, its related parties and the creditors. One 
of the main purposes of financial restructuring is to facilitate restoration of debtors via 
restructuring of their liabilities and/or commercial activity. 
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The Law, in particular, determines the procedures, which may be applied to debtors in the 
course of financial restructuring, e.g.: 

 review of the term of debt repayment, 

 review of interest rates, 

 partial debt forgiveness, 

 debt-to equity conversion, etc. 

The Law also provides for establishment of a special supervisory board at a national level, 
responsible for coordination and performance of financial restructuring. 

The Law is yet to be signed by the President of Ukraine. It will come into effect 3 months 
after its official publication and shall be effective for three years. 

We will continue to monitor the situation and keep you updated on this issue. 

* Bill No. 3555 dated 30 November 2015 

 

Your local contact person: 

Camiel van der Meij 
Partner & TLS Leader  
camiel.van.der.meij@ua.pwc.com 
Tel: +380 44 354 0404 
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