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   Czech Republic 
 
Specialised Financial Office launched nationwide inspections 
On 18 February, the Specialised Financial Office ("SFO") published information on its 
portal, based on which it launched nationwide inspections of transfer pricing in multi-
national companies. 

The inspections by the SFO aim to verify the correctness of the transfer pricing be-
tween related companies. The primary goals are to:  

• prevent a deliberate or accidental outflow of profits from the Czech Republic 
abroad, and  

• prevent the improper distribution of profits between a Czech subsidiary and its 
foreign parent company.  

The inspection is taking place in several waves. In the first wave, at the turn of January 
and February, the SFO launched tax audits focused solely on the transfer pricing in cer-
tain taxpayers (e.g. manufacturing, services, financial institutions). Another wave of 
such inspections will follow. Taxpayers are selected for inspection based on the analy-
sis of data they provided in the voluntary questionnaire survey, which took place last 
year, and based on information and research data of the SFO.  
 

Country-by-Country Reporting: Key Implementation Points 
 

   Following the publication in September of revised standards for transfer pricing doc-
umentation and a template for country-by-country reporting (“CBCR”), key implemen-
tation elements have now been agreed. 

CBCR is a transparent report disclosing the income, earnings, taxes paid and other in-
formation on the economic activity of multinational groups, which is in addition to 
the current content of the transfer pricing documentation. The CBCR template was 
first released by the OECD in September 2014 under Action 13 of the BEPS Action 
Plan. 

On 6 February 2015, the OECD published its General report to the G20 Finance Minis-
ters and central bank governors on “BEPS, Tax transparency through information ex-
change, and Tax and Development”. The report provides important implementation 
elements for the upcoming CBCR, such as:  

(i) The first CBCR reports will be prepared for fiscal periods starting from the year 
2016, and thus the first pieces of CBCR information will be obtained by tax authorities 
by 2017.  

(ii) Multinationals with turnover above EUR 750 million will be obliged to prepare and 
file the CBCR.  

(iii) Information will be filed in the country of residence of the multinational and will 
be further automatically exchanged with other countries fulfilling a number of condi-
tions, in particular confidentiality and proper use of the information.  
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(iv) Local filing will be deemed appropriate only in a limited number of cases. This re-
port was signed and will therefore be implemented by the OECD (thus including the 
Czech Republic) and G20 countries. A work plan for the implementation package to 
support the exchange of CBCR information has also been approved, and details will be 
developed by April 2015. CBCR requires multinationals to provide the following infor-
mation for each entity in each tax jurisdiction of the multinational:  

• Revenues: unrelated party, related party, total;  
• Profit (loss) before income tax;  
• Income tax paid (on a cash basis);  
• Income taxes accrued (current year);  
• Stated capital;  
• Accumulated earnings;  
• Number of full-time employees; and  
• Tangible assets (other than cash and cash equivalents).  

 
In addition to the above, the disclosures to CBCR will specify the main business activi-
ty (e.g. R&D, holding, procurement, manufacturing, distribution, support services, 
etc.) of each entity, as well as information on the tax jurisdiction of the organiza-
tion/incorporation of the multinational. 

    
   Your local contact person: 
   Adrian Cloer, telephone: +420 2 5115-2604 
    
    

   Estonia 
    

   New regulations on exchange of tax information  
    

EU Directive on administrative cooperation 
The European Union Council adopted on 9.12.2014 a new Directive 2014/107/EU 
amending the Directive 2011/16/EU regarding mandatory automatic exchange of in-
formation in the field of taxation (so called ‘Directive on administrative cooperation’). 

Under the automatic information exchange system, the Member States collect data 
on income earned in their territory by non-resident individuals and automatically 
transmit the collected data to the authorities where the individuals reside. 

The revised directive expands the scope of the automatic exchange of tax information 
to include interest, dividends, and other income as well as account balances and sales 
proceeds from financial assets (also called ‘European FATCA’; respective press release 
of the Council: http://eur-lex.europa.eu/legal-
content/EN/TXT/?uri=CELEX:32014L0107 ) 

The Member States will start exchanging information automatically under the revised 
directive for the first time by the end of September 2017 (simultaneously with the 
automatic data exchange under the OECD convention; see further below). 

The deadline for Member States to adopt local legislation consistent with the revised 
Directive is 31 December 2015. 
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It should be noted that in respect of the following five categories of income: 

- employment income; 
- directors’ fees; 
- life insurance products not covered by other Directives; 
- pensions; 
- ownership of and income from immovable property, 

the EU Member States start the automatic exchange of information, if available, re-
garding the taxable periods from 1.01.2014 onwards (i.e. the first intended automatic 
exchange should take place in 2015). 

U.S. FATCA 
On 11.04.2014, Estonia and the USA signed an intergovernmental agreement on im-
plementation of the U.S. Foreign Account Tax Compliance Act 
(FATCA) by Estonian financial institutions. U.S. FATCA was enacted in 2010 to target 
noncompliance by U.S. taxpayers (U.S. citizens and green card holders residing in U.S. 
or abroad) using foreign financial accounts. Under the FATCA the foreign (non-U.S., 
including Estonian) financial institutions would be subject to punitive 30% withholding 
tax on U.S. investment flows, unless they comply and report certain information on 
financial accounts held by U.S. taxpayers. 
Read more on U.S. FATCA: http://www.pwc.com/us/en/financial-services/ publica-
tions/fatca-publications/. 
 
Estonia joined the Convention on Mutual Administrative Assistance in Tax Matters 
As of 1.11.2014, Estonia is an official party to the Convention on Mutual Administra-
tive Assistance in Tax Matters. Originally developed by the OECD and the European 
Council in 1988 and significantly amended by 2010 Protocol upon G20 initiation, the 
convention is aimed to internationally combat tax avoidance and evasion. 

Among other co-operational measures, the parties to the convention have agreed to 
automatically exchange information on financial accounts held by individuals and en-
tities (including trusts and foundations). Financial account information subject to rou-
tine exchange includes balances, interest, dividends and sales proceeds from financial 
assets. Estonia and most of the other parties to the convention start the automatic 
annual exchange of information as from 1.01.2016 (i.e. actual exchange firstly intend-
ed in 2017) in accordance with the single global standard published by OECD. The 
same standard is also integrated into EU Directive on administrative cooperation. 

For more information on OECD convention and common reporting standards please 
visit the website of OECD: http://www.oecd.org/ctp/exchange-of-taxinformation/. 

Tax Information Exchange Act 
In order to comply with the recent EU Directives as well as international agreements 
on enhanced exchange of information in the field of direct taxes, Estonian national 
law required significant amendments. Entirely new legal act – Tax Information Ex-
change Act – was swiftly passed and enforced as of 1.01.2015 to complement the in-
ternational administrative cooperation framework. While subject to further amend-
ments, this law authorizes the Tax and Customs Board to automatically exchange in-
formation with the competent authorities of the other Member States and contract-
ing states. Information concerning indirect taxation is exchanged under the provisions 
of Taxation Act. 

    

http://www.pwc.com/us/en/financial-services/
http://www.oecd.org/ctp/exchange-of-taxinformation/
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   Your local contact person  
   Villi Töntson, telephone: +372 6141-816 
    
    
   Kasachstan 
    

   Amendments to legislation 
    

Amendments to subsurface use legislation 
On 29 December 2014 the President signed the law on amendments to subsurface 
use legislation which aims at improvement of the legislation, in particular:  

• simplification of the procedure for provision of subsurface use rights;  
• introduction of auction as a method to select a winner of a tender;  
• optimization of provisions of a model contract;  
• decrease of required expertise (number of experts) on contracts;  
• exclusion of feasibility study from the list of mandatory project documents;  
• exemption from an obligation to negotiate changes in contracts when changes 

of production volumes are within 20% of project amounts for solid minerals’ 
subsurface users;  

• regulation of subsurface use issues on expansion of the contract area;  
• establishment of deadlines on elimination of offences in cases of expansion of 

contract area; 
• establishment of deadlines on elimination of offences of subsurface users. The 

law came into force on 11 January 2015. 

Amendments to administration of tax appeals  
Starting from 27 November 2014 there is a requirement for payment of a state duty 
for submission of appeals, cassation complaints and applications for revision of court 
acts on tax disputes. Previously the state duty on application on tax audit appeals at 
the level of 1% of assessed taxes, including penalties, was charged only once. Now the 
state duty is payable at multiple levels of the appeal in amount of 50% of the duty paid 
initially. 

The changes should have become effective starting from 1 January 2015. This posi-
tion is supported by the letter of the Vice-Minister of National Economy Mr. M. 
Kussainov. We, together with other organizations, are proposing changes to allow a 
refund of state duties paid by companies prior to 1 January 2015. 

In addition, starting 27 November 2014 individuals who represent a party in a court 
case should have a law degree. 

Also, now the tax authorities are prohibited to seize property which is restricted for 
disposal (e.g. pledged as collateral). 

New Code on Administrative Offences  
On 1 January 2015 the new Code on Administrative Offences came into force. The 
provisions of the new Code have some differences from previously including: 

• decrease of administrative fines assessed on small businesses; 
• change in conditions under which a taxpayer is exempt from administrative 

liability; 
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• allocation of certain types of administrative offences and their investigation to 
the tax authorities, except for offences associated with excisable goods turno-
ver; 

• extension of taxpayers rights to appeal administrative acts and arrangements; 
• elimination of administrative offence in case of violation of customs 

declaration rules, in particular when they: 
– are a result of incorrect classification of goods by state official; 
– are a self-correction of offences revealed during desktop customs 

control within 10 business days; 
– involve voluntarily disclosure and elimination of offences within one 

year after the release of goods and before the start of field customs in-
spection. 

   Tax audits 
   Outsourcing of tax audits during liquidations to audit firms  

Starting from 1 January 2015 audit firms are allowed to perform liquidation tax audits 
of certain legal entities and individual entrepreneurs that discontinue their operations, 
if the following conditions are met: 

• aggregate annual income of the taxpayer being liquidated during the statute 
of limitation period is no more than 60,000 MCI (approximately USD 644,000); 

• the taxpayer has a tax audit report prepared by an audit firm dated no more 
than 20 days before submission of the application on discontinuing of its op-
erations to the tax authorities. 

Tax liabilities and other obligatory payments identified as a result of the tax audit 
should be paid within 10 calendar days after receipt of the report. 

The procedure for conducting such audits is not yet adopted. This is necessary for 
implementation. 

Tax audits 
On 1 January 2015 planned tax audits of companies were cancelled. 

1 January 2015 was the deadline ending the moratorium for inspections of small and 
medium sized businesses. 

    
   Your local contact person: 
   Abdulkhamid Muminov, telephone: +7 727 298-0448 
    
    

 

   Latvia 
    

   Excise Act amended  
   The Excise Act was amended on 17 December 2014 to improve the fiscal effect of ex-

cise duty on the national budget and tax administration.  
 
Tobacco leaves will be taxable  
Tobacco leaves and other raw materials used in making tobacco products (hereinafter 
“tobacco leaves”) are not subject to excise harmonization across the EU, and so the 
excise treatment of tobacco leaves is left to the discretion of each member state. Lat-
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via has found tobacco leaves to be a high-risk source for producing illegal cigarettes, 
and so their circulation should be controlled. 

According to the amendments, tobacco leaves will attract the rate of €55.49 per 
1,000 grams applicable to smoking tobacco. Persons dealing with tobacco leaves 
(other than individuals growing them for private needs rather than sale) must take 
out an appropriate excise license by the end of this March, and take stock of all to-
bacco leaves they store as at 1 April 2015 and file an inventory list with the State 
Revenue Service within 15 days after the stocktake. 

These amendments come into force on 1 April 2015. 

Exemption for natural gas used as fuel in greenhouses 
The amendments clarify that agricultural producers will be allowed to claim an excise 
exemption on natural gas for heating greenhouses where they grow not only vegeta-
bles but also other crops such as flowers, strawberries or herbs. In practice, calcula-
tions for earlier years have already allowed for the consumption of natural gas in all 
greenhouses because different crops are grown in one greenhouse and it is not pos-
sible to separate heating in such greenhouses. 

These amendments came into force on 1 January 2015. 

No reduced rate on fuel  
The reduced rate of excise on this fuel has been cancelled because there is evidence 
that the reduced rate has failed to achieve its aim of stimulating the local production 
and consumption of biofuel. Section 14(4) of the Excise Act has been amended to re-
place the rate of €233.35 with a rate of €332.95 per 1,000 litres. 

These amendments came into force on 1 January 2015. 

The Excise Act has also been amended to change the relief treatment of agricultural 
fuel from 1 July 2015.  

Revised relief for farming fuel  
Amendments changing the relief treatment of diesel fuel (gas oil) used for making 
farm produce under section 18(5) of the Excise Act will come into force on 1 July 
2015. These amendments have been passed for a fiscal purpose to meet EU require-
ments. 

The amendments provide for the following changes. 

1) Farming fuel will be dyed (marked). 

This amendment is expected to push up production and logistics costs for agricultural 
producers as well as fuel retailers: 

 agricultural producers will have to store marked fuel separately from fuel used for 
any purpose other than farming (separate containers needed); 

 traders dealing with marked farming fuel will incur more expenses in setting up the 
marking process (introducing marking technology at excise warehouses, including 
building more reservoirs or adapting existing reservoirs, and transforming the logis-
tics for supplying, retailing and storing marked farming fuel); 
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2) Instead of an exemption, farming fuel will attract a reduced rate of €50 per 
1,000 litres. 

A reduced rate has been introduced to meet the EU requirement that qualifying tax-
payers should pay excise at the prescribed minimum level. 

3) The cap on farming fuel purchases will be differentiated according to farming 
industries (60–130 litres/ha). 

Differentiation has been introduced because the consumption of diesel fuel for ma-
chinery used in working farmland (arable land, orchards, wetland, and land under fish 
ponds) varies widely. For example, the limit of 130 litres/ha on marked farming fuel 
for standalone meadows and pastures or perennial grasses sown in arable land will 
apply only if those areas have the prescribed minimum density of farm animals. 

4) Farming fuel will only be allowed for use in specified types of farm machinery. 

Qualifying types of machinery have yet to be specified. It has been found that agricul-
tural producers use this fuel in any type of machinery and vehicles, including passen-
ger cars. To prevent this, the amendment specifies types of machinery (such as trac-
tors and self-propelled farm vehicles) in which marked farming fuel can be used. 

Rules for excise returns amended 
Following the latest amendments to the Excise Act, the rules for excise returns have 
been amended accordingly to recast their Appendix 1, The Excise Return for Petrole-
um Products (to be filed from this July) and Appendix 3, The Excise Return for Tobac-
co Products (to be filed from this April). 

 

   Foreign trader’s obligation to pay taxes  
   This article explores how Latvian branches and representative offices of foreign trad-

ers become liable to Latvian corporate income tax (CIT). 

Foreign traders can operate in Latvia through their branches and representative of-
fices. A foreign company can register a branch or a representative office here under 
the Commercial Code, while the Taxes and Duties Act (T&D Act) prescribes the regis-
tration of a permanent establishment in Latvia. The most appropriate form depends 
on the type and scope of a foreign trader’s operations in Latvia. 

Representative office  
A representative office (RO) within the meaning of the Commercial Code is not a legal 
entity and is not permitted to carry on business in Latvia. An RO is usually opened for 
the purpose of undertaking various support activities, including market research, 
sales promotions and similar events to promote the foreign company’s goods or ser-
vices on the local market. Since these activities are not aimed at making a profit, the 
RO does not become liable to Latvian CIT. However, the foreign trader needs to mon-
itor the RO’s activities closely for any change beyond the scope of support functions 
at some date resulting in a permanent establishment with income subject to Latvian 
CIT. 

Permanent establishment  
Under the T&D Act a permanent establishment (PE) carries on business and is regis-
tered with the tax authorities as a separate taxpayer. It is important to note that a PE 



Osteuropa kompakt  Edition 125, March 2015 
 

10 

 

(just like a fixed establishment for VAT purposes) is merely a set of activities or char-
acteristics indicating that a foreign trader has become liable to Latvian CIT. 

A foreign trader is considered to have a PE in Latvia after meeting one of the follow-
ing criteria listed in the T&D Act: 

1) he uses a fixed place in Latvia for conducting business on a permanent basis; 
2) he uses a construction site or performs any construction, assembly or installa-
tion work, or he undertakes any supervisory or consulting activity related to that site 
or work; 
3) he uses any equipment or devices, drilling platforms and special ships designed 
for exploring or extracting natural resources, or he performs any related supervisory 
or consulting activity; 
4) he provides services, including consulting, management and technical services, 
using internal or external staff over a period or periods totalling more than 30 days 
in a given six-month period; or 
5) he uses the activities of an individual, entity or other person for his commercial 
purposes if that person has been granted and exercises the power to contract for 
the foreign trader on a regular basis (more than once in a chargeable period). 

The PP in Latvia pays taxes under Latvian laws on its Latvian-source income and any 
worldwide income attributable to Latvia. Accordingly, if the non-resident’s profits 
are found to be attributable to Latvia, the PP is governed by the Latvian CIT Act. 

As stated above, the foreign trader needs to monitor his activities in Latvia in order 
to identify a PP early. For instance, if a non-resident’s authorised person in Latvia 
enters into just one contract aimed at making a profit (for the supply of goods or 
services etc), this is considered the conduct of business. 

When assessing the risk of having a PP in Latvia, attention should be paid to a dou-
ble tax treaty the particular country has (or has not) concluded with Latvia, because 
the treaty usually details PP characteristics and exceptions that do not amount to a 
PE. 

NB! The PE for CIT purposes and the fixed establishment for VAT purposes should be 
assessed separately. 

Branch  
Under section 22 of the Commercial Code the branch is a part of the foreign compa-
ny that is organizationally independent and territorially or otherwise separated from 
the foreign company and has business being systematically conducted at its place 
for the foreign company. 

Unlike the PE, which arises from a set of activities or characteristics, a branch is usu-
ally established for a purpose. While the branch is not a legal entity, it is registered 
with the Enterprise Registry. Since the foreign trader establishes a branch to carry 
on business in Latvia, the branch (just like the PE) is governed by Latvian tax laws. 
The branch must pay Latvian CIT on profits derived in or attributable to Latvia. 

NB! Latvian companies trading abroad should make a similar assessment of the risk 
of having a PE and becoming liable to foreign taxes. 
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Tax residence certificate rules to be amended 
   Under Cabinet Regulation No. 178, Procedures for applying tax relief available under 

double tax treaties, income taxes on income payable to non-Latvian residents can be 
waived or charged at a reduced rate only if on the date of payment the Latvian com-
pany holds the payee’s residence certificate approved by the relevant country. In 
line with Latvia’s Financial Sector Development Plan for 2014–2016 it has been de-
cided to amend the rules in order to facilitate the procedures for claiming tax relief. 

It is proposed that for the purpose of claiming tax relief in a chargeable period it will 
be sufficient that the Latvian company holds a residence certificate approved by the 
foreign tax authorities at the time of filing the annual report for the financial year, 
not before making payment to the foreign resident, as stated in the current wording 
of the rules. The wording will be amended to specify the beginning of the period 
from which a certificate confirms residence in the foreign country for claiming treaty 
relief. 

It is also proposed to delete the phrase “charges that increase principal debt” in or-
der to clarify the taxpayer’s liability under the Taxes and Duties Act where a resi-
dence certificate is not submitted with his annual corporate income tax return. 

The administrative burden will be reduced by amending Appendix 1, Residence Cer-
tificate – Application for Tax Relief, and Appendix 2, Residence Certificate – Applica-
tion for Tax Refund, to the rules, so that details of the number and date of the con-
tract will no longer be required. 

Since each country has its own rules for issuing residence certificates, in practice it is 
often difficult to obtain a residence certificate at the time of payment, with the result 
that no relief can be claimed. The proposed amendments are quite welcome, as they 
will ease the administrative burden on the taxpayer and the tax authorities alike. 

    
   Your local contact person: 
   Zlata Elksina-Zascirinska, telephone: +371 6709-4514 
    
    
   Lithuania 
    

   Tax News 
   Value Added Tax (VAT) News 
    

Value of self-manufactured assets not included in pro-rata for VAT deduction  
The official Commentary on Art.60 Part 1 of the VAT Law was supplemented. 
Taxable value of self-manufactured tangible assets or essential improvement of a 
building is not included in the calculation of pro-rata for VAT deduction, as such sup-
plies are considered as accidental transactions. 

Notice issued by the Tax Authorities on 27 January 2015. 

VAT exemption not applicable to the right to trade in financial instruments  
The official Commentary on Art.28 Part 5 of the VAT Law was supplemented with ex-
planations and a practical example. 

http://www.vmi.lt/cms/mokesciu-naujienos/-/asset_publisher/DkY4/content/del-pvm-istatymo-60-straipnio-apibendrinto-paaiskinimo-komentaro-papildymo?redirect=http%3A%2F%2Fwww.vmi.lt%2Fcms%2Fmokesciu-naujienos%3Fp_p_id%3D101_INSTANCE_DkY4%26p_p_lifecycle%3D0%26p_p_state%3Dnormal%26p_p_mode%3Dview%26p_p_col_id%3Dcolumn-1%26p_p_col_count%3D1
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The services related to provision of a right to participate in a regulated marked as well 
as services provided by an operator of a regulated market related to ensuring of a 
right to trade in financial instruments on a regulated marked (in cases when fees for 
such services are determined) are not considered as transactions that create, amend 
or remove the rights and obligations of disposal of securities. Therefore, the provision 
of such financial services is VAT taxable. 

Notice issued by the Tax Authorities on 21 January 2015. 

2015 B2C rules explained  
The Tax Authorities issued a publication where the amendments of VAT taxation 
adopted on 1 January 2015 regarding telecommunications, broadcasting and electron-
ic services were explained. 

The answers to the most common questions, an example of operation of MOSS sys-
tem as well as relevant information on other EU Member States were provided. 

In addition, the following rules were adopted: 

• on registration of taxable persons as users of telecommunications, broad-
casting, and electronic services taxation scheme as well as on compiling and 
assignment of a VAT code for such persons; 

• on filing of VAT returns and payment of VAT for taxable persons that are regis-
tered as users of telecommunications, broadcasting, and electronic services 
taxation scheme. 

Notice issued by the Tax Authorities on 16 January 2015. 

Order No. VA-2 of the Tax Authorities adopted on 7 January 2015. 

VAT refund forms amended 
New versions of the following forms and rules were adopted: 

• VAT refund form FR0420 for a foreign passenger; 
• VAT refund form FR0445 for a taxable person established outside the EU as 

well as rules on filling the form; 
• Rules on description of goods/services, adjustment and submission of an-

nexes of request form to refund VAT for a taxable person established in 
the EU. 

Most amendments are related to changes of references from the Lithuanian litas to 
the euro. 

Notice issued by the Tax Authorities on 7 January 2015. 
    

   Corporate Income Tax (CIT)  
 

   CIT return form FR0640 for dividends amendments  
The Tax Authorities confirmed the tax return form FR0640 (version 02) for CIT on divi-
dends. The new form applies for calculating and declaring CIT on dividends paid and/ 
or received or profits distributed to natural persons from 1 May 2015. 
Sums of profits distributed to natural persons were moved to a separate line and 

http://www.vmi.lt/cms/mokesciu-naujienos/-/asset_publisher/DkY4/content/del-pvm-istatymo-28-straipsnio-apibendrinto-paaiskinimo-komentaro-papildy-1?redirect=http%3A%2F%2Fwww.vmi.lt%2Fcms%2Fmokesciu-naujienos%3Fp_p_id%3D101_INSTANCE_DkY4%26p_p_lifecycle%3D0%26p_p_state%3Dnormal%26p_p_mode%3Dview%26p_p_col_id%3Dcolumn-1%26p_p_col_count%3D
http://www.vmi.lt/cms/mokesciu-naujienos/-/asset_publisher/DkY4/content/del-telekomunikaciju-transliavimo-ir-elektroniniu-budu-teikiamu-paslaugu-teikimo-neapmokestinamiesiems-asmenims-nuo-2015-m-sausio-1-dienos?redirect=http%3A%2F%2Fwww.vmi.lt%2Fcms%2Fmokesciu-naujienos%3Fp_p_id%3D101_INSTANCE_DkY4%26p_p_lifecycle%3D0%26p_p_state%3Dnorm
http://www3.lrs.lt/pls/inter3/dokpaieska.showdoc_l?p_id=1002759&amp;p_tr2=2
http://www.vmi.lt/cms/mokesciu-naujienos/-/asset_publisher/DkY4/content/del-vmi-prie-lr-fm-virsininko-2002-m-gruodzio-23-d-isakymo-nr-369-%E2%80%9Edel-su-pridetines-vertes-mokescio-grazinimu-susijusiu-formu-ir-ju-uzpildymo-taisykl?redirect=http%3A%2F%2Fwww.vmi.lt%2Fcms%2Fmokesciu-naujienos%3Fp_p_id%3D101_INSTANCE_DkY4%26p_p_lifecycle%3D0%26p_p_state%3Dnormal%26p_p_mode%3Dview%26p_p_col_id%3Dcolumn-1%26p_p_col_count%3D1%26_101_INSTANCE_DkY4_advancedSearch%3Dfalse%26_101_INSTANCE_DkY4_keywords%3D%26_101_INSTANCE_DkY4_delta%3D5%26p_r_p_564233524_resetCur%3Dfalse%26_101_INSTANCE_DkY4_cur%3D4%26_101_INSTANCE_DkY4_andOperator%3Dtrue
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codes of types of dividends were introduced in the new form. 

Order No. VA-7 of the Tax Authorities adopted on 23 January 2015. 
    
   Personal Income Tax and Social Insurance Tax News 
    

Purchase price of AB bankas Snoras shares deductible from the total income re-
ceived from the sale of financial instruments  
The Lithuanian Tax Authorities provided an explanation which anticipates that when 
declaring income received from the sale of financial instruments in 2014 it is allowed 
to deduct the purchase price of Snoras shares from the total amount of income re-
ceived from the sale of financial instruments (the sale price is equal to zero). 

Please note that this right can be used only when declaring income received from the 
sale of financial instruments in 2014. 

Press release issued by the Tax Authorities on 20 January 2015. 
    
   Obligatory levies on income from sale of wood and standing timber  
   According to the rules which came into force on 1 January 2015 all owners of wood 

(natural and legal persons) are obliged to pay 5% levies to the budget from the income 
from sale of wood, prepared in forests they own, and standing timber they own. 

Natural persons, who have sold wood or standing timber and are individual entrepre-
neurs, but are not registered as VAT payers, and natural persons, who have not at-
tributed long-term assets used to their individual activity, have to use cash accounting 
principle. In other instances income from sale of wood and standing timber has to be 
recorded using accrual accounting principle. 

In relation to the new rules declaration form FR0463 and its filling rules were 
changed. 

Decision No.1380 of the Government of Republic of Lithuania adopted on 3 December 
2014. 

Notification issued by the Tax Authorities on 12 January 2015. 
    
   Changes to the Law on Real Estate Tax 
   On 1 January 2015 the following changes to the Law on Real Estate Tax came into 

force: 

− Real estate, belonging to natural persons, when its value does not exceed EUR 220 
thousand is exempt from real estate tax. 
−  Real estate when its value does not exceed EUR 286 thousand (30% in value be-
longing to families raising three or more children or a disabled child) is exempt from 
real estate tax. 
− Tax rate of 0.5% applies to the part of taxable value of real estate exceeding the 
set threshold. 
− Legal persons are not obliged to pay real estate tax in advance if the annual payable 
tax does not exceed EUR 435. 

In relation to the abovementioned changes and introduction of the euro, declaration 

http://www3.lrs.lt/pls/inter3/dokpaieska.showdoc_l?p_id=1006101&amp;p_tr2=2
http://www.vmi.lt/cms/mokesciu-naujienos/-/asset_publisher/DkY4/content/del-akcines-bendroves-banko-snoras-akciju-isigijimo-kainos?redirect=http%3A%2F%2Fwww.vmi.lt%2Fcms%2Fmokesciu-naujienos%3Fp_p_id%3D101_INSTANCE_DkY4%26p_p_lifecycle%3D0%26p_p_state%3Dnormal%26p_p_mode%3Dview%26p_p_col_id%3Dcolumn-1%26p_p_col_count%3D1
http://www3.lrs.lt/pls/inter3/dokpaieska.showdoc_l?p_id=491389&amp;p_tr2=2
http://www.vmi.lt/cms/documents/10162/8782061/RM%E2%80%93547%2B%282015-01-12%29/ada99016-fe44-4d18-b978-9dbda3d0eed1
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form KIT715 and its filling rules were changed. 

Notification issued by the Tax Authorities on 7 January 2015 and notification issued by 
the Tax Authorities on 9 January 2015. 

    
   Double Tax Treaties with Cyprus, Turkmenistan, and UAE 
   Three new Double Tax Treaties – between Republic of Lithuania and Republic of Cy-

prus, Turkmenistan and United Arab Emirates – came into force on 1 January 2015. 
Lithuania currently applies Double Tax Treaties with 53 countries. 

Notification issued by the Tax Authorities on 7 January 2015. 
    
   Your local contact person: 
   Kristina Krisciunaite-Bartuseviciene, telephone: +370 5 239-2300 
    
    

   Poland 
    

   Intensified tax audits of related parties 
   In January 2015 the Supreme Audit Office (hereinafter NIK – independent state audit 

body) issued a report concerning inter alia the assessment of the Minister of Fi-
nance’s and subordinated tax authorities’ efforts aimed at detecting and counteract-
ing corporate tax avoidance allegedly committed by Polish subsidiaries of foreign 
corporations. NIK critically assessed the tax authorities’ current involvement in cor-
porate tax audits of these entities. Simultaneously NIK positively assessed the course 
of changes already undertaken in the Ministry of Finance. The NIK’s report and organ-
izational changes in tax administration announce intensified tax audits with the use 
of new audit tools, which were previously little known or hardly available to Polish tax 
authorities. 

NIK demands explanation of decreasing CIT revenues  
In its January audit report the NIK’s President stressed that CIT revenues are continual-
ly decreasing and in the period from 2008 until 2013 their share in Polish GDP declined 
from 2,72% to 1,79% while the corporate tax rate remained constant throughout that 
period. 

According to the NIK the reduction in CIT revenues might result from profit shifting 
aimed at the avoidance of domestic taxation undertaken by companies controlled by 
foreign corporations. Such practices shall be consistently prevented by the tax author-
ities, stated the NIK. 

Ministry of Finance acknowledges the problem  
The Ministry of Finance (MF) acknowledges responsibility and points to the current 
and future actions, which have increased and will further increase the safety of tax 
revenues. Jacek Kapica, the Undersecretary of State in the Ministry of Finance says, as 
quoted in the NIK’s report: “problems of tax authorities in dealing with transfer pricing 
issues had been diagnosed by the Ministry of Finance and actions were undertaken 
which will improve the work of subordinated offices in this respect. The issue in ques-
tion, regardless of the result of the concluded risk assessment, is treated with priority 
and (…) in January 2015 within the resources of the Lodz Tax Chamber a new Compe-
tence Center responsible for transfer pricing issues will be established”. 

http://www.vmi.lt/cms/naujienos/-/asset_publisher/Gizm3fjHUUgi/content/del-vmi-prie-lr-fm-virsininko-2012-m-geguzes-10-d-isakymo-nr-va-47-%E2%80%9Edel-fizinio-asmens-seimos-nekilnojamojo-turto-mokescio-deklaracijos-kit715-formos-?redirect=http%3A%2F%2Fwww.vmi.lt%2Fcms%2Fnaujienos%3Fp_p_id%3D101_INSTANCE_Gizm3fjHUUgi%26p_p_lifecycle%3D0%26p_p_state%3Dnormal%26p_p_mode%3Dview%26p_p_col_id%3Dcolumn-1%26p_p_col_pos%3D1%26p_p_col_count%3D2%26_101_INSTANCE_Gizm3fjHUUgi_advancedSearch%3Dfalse%26_101_INSTANCE_Gizm3fjHUUgi_keywords%3D%26_101_INSTANCE_Gizm3fjHUUgi_delta%3D5%26p_r_p_564233524_resetCur%3Dfalse%26_101_INSTANCE_Gizm3fjHUUgi_cur%3D3%26_101_INSTANCE_Gizm3fjHUUgi_andOperator%3Dtrue
http://www.vmi.lt/cms/naujienos/-/asset_publisher/Gizm3fjHUUgi/content/del-lietuvos-respublikos-nekilnojamojo-turto-mokescio-istatymo-6-7-ir-12-straipsniu-pakeitimo?redirect=http%3A%2F%2Fwww.vmi.lt%2Fcms%2Fnaujienos%3Fp_p_id%3D101_INSTANCE_Gizm3fjHUUgi%26p_p_lifecycle%3D0%26p_p_state%3Dnormal%26p_p_mode%3Dview%26p_p_col_id%3Dcolumn-1%26p_p_col_pos%3D1%26p_p_col_count%3D2%26_101_INSTANCE_Gizm3fjHUUgi_advancedSearch%3Dfalse%26_101_INSTANCE_Gizm3fjHUUgi_keywords%3D%26_101_INSTANCE_Gizm3fjHUUgi_delta%3D5%26p_r_p_564233524_resetCur%3Dfalse%26_101_INSTANCE_Gizm3fjHUUgi_cur%3D2%26_101_INSTANCE_Gizm3fjHUUgi_andOperator%3Dtrue
http://www.vmi.lt/cms/naujienos/-/asset_publisher/Gizm3fjHUUgi/content/del-2015-metais-taikomu-dvigubo-apmokestinimo-isvengimo-sutarciu?redirect=http%3A%2F%2Fwww.vmi.lt%2Fcms%2Fnaujienos%3Fp_p_id%3D101_INSTANCE_Gizm3fjHUUgi%26p_p_lifecycle%3D0%26p_p_state%3Dnormal%26p_p_mode%3Dview%26p_p_col_id%3Dcolumn-1%26p_p_col_pos%3D1%26p_p_col_count%3D2%26_101_INSTANCE_Gizm3fjHUUgi_advancedSearch%3Dfalse%26_101_INSTANCE_Gizm3fjHUUgi_keywords%3D%26_101_INSTANCE_Gizm3fjHUUgi_delta%3D5%26p_r_p_564233524_resetCur%3Dfalse%26_101_INSTANCE_Gizm3fjHUUgi_cur%3D3%26_101_INSTANCE_Gizm3fjHUUgi_andOperator%3Dtrue
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Major risk areas and entities concerned 
The tax administration reveals that it has identified risk areas and mechanisms used by 
related companies. The major risk areas mentioned in the NIK’s report are: the abuse 
of tax treaties, transfer prices, especially in transactions concerning intangible goods 
and services, business restructuring, documenting the artificial benefits of marketing, 
accounting or management services and intercompany loans. 

According to General Tax Audit Inspector, the entities, which shall be audited more 
often will now include taxpayers declaring income exempt from taxation, offsetting 
tax losses, not paying tax installments during the year or paying minor amounts only, 
deducting or obtaining donations. 

Transfer prices will be audited by specialists  
In 2014 the structure of the tax administration was subject to far-reaching changes, 
which are about to be continued in 2015. In April 2014 a project team responsible for 
auditing related parties was established, whose task is to assist tax and fiscal authori-
ties during proceedings regarding corporate tax audits of related entities. 

In May 2014 Competence Centers for the most endangered tax areas were estab-
lished: UKS (Tax Audit Office) in Lodz became responsible for large surface stores, UKS 
in Wroclaw become responsible for permanent establishments of foreign entities. 

In September 2014 at UKS in Warsaw the Competence Center for transfer prices and 
tax optimization was established. For January 2015 it was planned to set up the 
aforementioned Competence Center at the Tax Chamber in Lodz which will be re-
sponsible for transfer pricing issues. 

PwC obtained information concerning current public procurement procedures which 
demonstrates that at the end of January 2015 the Ministry of Finance announced ten-
der proceedings for providing access to databases containing financial statements of 
business entities. The value of the contract exceeds PLN 2 Mio. 

What does it mean in practice?  
In the light of the NIK report’s findings and aforementioned actions undertaken by the 
tax administration there is no doubt that transactions concluded between related enti-
ties are about to be closely monitored by tax authorities. Polish subsidiaries of foreign 
corporations might expect intensified audit activities of the tax and fiscal audit author-
ities. This also applies to entities declaring tax-exempt income. 

Furthermore, the MF announced the introduction of new audit tools which will be 
used for selection of taxpayers for audit purposes more efficiently, especially with re-
spect to companies which are members of a multinational groups. It can be expected 
that the tax authorities will examine in detail the data included in financial state-
ments, especially material differences between the financial result and taxable income 
or material deviations from the respective industry’s average profit. 

The NIK recommended to extend the scope of compulsory information on related 
party transactions which must be reported by the taxpayers to the tax authorities. In 
this respect future changes in tax legislation (driven by the Ministry of Finance) are to 
be expected, which will result in increased administrative burden for those taxpayers. 
The changes in legislation are also expected due to OECD BEPS project (Base Erosion 
& Profit Shifting), which envisages introducing changes to the structure and scope of 
transfer pricing documentation and provides for a report summarizing global activi-



Osteuropa kompakt  Edition 125, March 2015 
 

16 

 

ties of multinational enterprises, i.e. Country-by-Country Reporting. 

The take away  
Conditions of transactions concluded with related parties are not the issue which can 
be addressed and resolved one-sidedly. In a specific situation are managers of con-
trolled entities, who, despite their limited influence on global decisions, are responsi-
ble for the arm’s length character of the company’s settlements with related parties. 

Firstly the companies shall assess the areas of potential transfer pricing risks, with 
a special consideration for transactions concerning intangible services (manage-
ment, consulting and marketing services), business restructurings with a significant 
influence on profitability and intercompany financing. 

The subsequent action shall be focused on gathering documents justifying arm’s 
length character of the aforementioned transactions. 

This might be in particular: 
• Transition documents describing the restructuring process and explaining the 
business rationale behind it,  
• defense files evidencing the actual execution of intercompany services and pre-
senting the benefits received, 
• compulsory transfer pricing documentation supplemented with benchmarking stud-
ies confirming the arm’s length character of intercompany transactions. 

   Your local contact person: 
   Wieslawa Ksycka, telephone: +48 71 356-1161 
    
    

   Romania 
    

   Amendments regarding the registration / cancellation of VAT registration 
numbers 

   Several Orders of the President of the National Agency of Fiscal Administration 
(“OPANAF” 17, 19, 18,112/2015) have been published, amending certain VAT provi-
sions. 

The amendments are included in the following legislative acts: 

• OPANAF 17/2015 establishing the conditions for VAT registration; 
•   OPANAF 19/2015 regarding the Procedure for modification, by default, of the VAT 

position; 
•   OPANAF 18/2015 regarding the VAT registration procedure for taxable persons 

with cancelled VAT registration numbers;  
• OPANAF 112/2015 approving the model and content of some pre-printed VAT 

forms. 

The new orders amend the following provisions: 

Criteria for registration for VAT purposes  
In order to register for VAT purposes, companies established under Law No. 31/1990 
regarding trading companies must demonstrate both the intention and the capacity 
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to perform economic activities. 

Such intent and capacity are assessed by the competent tax authorities based on a 
statement of own responsibility (pre-printed form 088) submitted by the taxable per-
son. 

Taxable persons who partially meet the assessment criteria will be invited to the 
competent tax authority to clarify their intention and capacity to perform economic 
activities. 

If following the discussion with the tax authorities, the taxable person does not clarify 
both the intent and the capacity to perform economic activities, the VAT registration 
applications will be sent, for settlement purposes, to the competent regional antifraud 
directorate. 

The pre-printed form 088 “Statement on own responsibility for the evaluation of the 
intent and capacity to perform an economic activity involving VAT operations” must 
be submitted by companies established under Law no.31/1990 regarding commercial 
companies in the following situations: 

− In order to register for VAT purposes; 
− At the request of the competent tax authorities, in the event of changing the reg-

istered office or the directors / shareholders. 
  

Registration / Cancellation by default of VAT registration numbers  
The registration for VAT purposes by default is considered valid as of the date when 
the related decision is communicated. 

New provisions regarding the annulment of VAT registrations have been mented 
based on the incorporation type, as provided by Law No. 31/1990 regarding commer-
cial companies, as follows: 

• For joint stock companies or limited share companies, the VAT registration is can-
celled if a director and / or the taxable person itself have certain offences in their 
tax record; 

• For other types of company, the VAT registration is cancelled if the majority share-
holder or sole shareholder and / or a director and / or the taxable person itself 
have certain offences in their tax record. 

For companies which do not demonstrate either the intention or the capacity to carry 
out economic activities, under the Fiscal Code criteria, the VAT registration is can-
celled at the communication date of the decision for annulment. 

Taxable persons whose VAT registration has been cancelled by default, as a result of 
inactivity, cannot now be registered by default for VAT purposes. 

The amendments came into force as of 1 February 2015. 

Criteria for registration for VAT purposes 
In order to register for VAT purposes, companies established under Law No. 31/1990 
regarding trading companies must demonstrate both the intention and the capacity 
to perform economic activities by submitting a statement of own responsibility (pre-
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printed form 088); 

If the evaluation criteria for VAT registration purposes are partially met, the VAT reg-
istration applications will be sent, for settlement purposes, to the competent regional 
antifraud directorate 

The pre-printed form 088 must be submitted by companies established under Law 
no.31/1990 regarding commercial companies in the following situations: 

• In order to register for VAT purposes; 
• At the request of the competent tax authorities, in the event of changing the regis-
tered office or the directors / shareholders. 
 
Registration / Cancellation by default of VAT registration numbers 
VAT registration of a taxable person by default is considered valid only at the date of 
communication of the decision regarding the default registration. 

Companies established under Law 31/1990 should take into account the new provi-
sions regarding default registration / annulment of registration for VAT purposes. 

VAT registration of a taxable person with a cancelled VAT number will be performed 
by the competent tax authorities only upon request, irrespective of the reason for the 
VAT number cancellation. 

    
   Your local contact person: 
   Ionut Simion, telephone: +40 21 225-3702 
    
    
   Russia 
    

Interest income/expenses recognition for tax purposes – the new rules are 
published  
The draft law, which we discussed in the previous edition, has been significantly 
amended during its second reading and adopted.  

Now the regulation covers general matters related to the recognition of interest in-
come and expenses (Art.269.1 of the Russian Tax Code). In regards to thin capitalisa-
tion rules (Art.269.2) it only introduces temporary changes due to the significant drop 
in the Russian rouble's exchange rate in 2014. In particular, the law freezes currency 
exchange rates as of 1 July 2014 with respect to "old" loans for the purpose of calcu-
lation of borrower's net assets. This was done mainly because controlled debts signif-
icantly increased in the national currency at the end of 2014, and many taxpayers 
could not meet 3:1 criteria.  

The safe harbour, which in 2015 apply only to debt obligations where one party is a 
bank, will apply to all debt obligations arising out of controlled transactions, while the 
boundaries of the safe harbour will expand.  

Simply put, in controlled transactions, taxpayers may check whether the interest rate 
lies within the set safe harbour and only then, if the interest rate is higher (for ex-
penses) or lower (for income), should apply transfer pricing rules in order to substan-
tiate its level. If the interest rate complies with the safe harbour, there is no need to 
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confirm the arm's length nature of the applied interest rate.  

Please note that a replacement of the CBR refinancing rate (currently standing at 
8.25% per annum) with the CBR key rate (currently standing at 15% per annum) in the 
formula expands the safe harbour.  

In the below diagram it is shown how the new rules are applied to interest accrued 
since 2015. Please note that now it does not matter whether a bank is a party to 
transaction, but it is necessary to determine (with regards to rouble denominated 
loans) whether a transaction is carried out in Russia (i.e. whether it is controlled 
based on the grounds stipulated in Article 105.14.2) or not. This determines what 
market interest rate corridor (safe harbour) should be applied. 
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The market corridors (safe harbours) are set as follows: 
 

Corridor 
(safe har-
bours) 

Corridor 
No. 1 

Corridor No. 2 Corridor No. 3 

Debt cur-
rency 

RUB EUR CNY GBP CHF or JPY 

 
 0-180% of from 75% EURIBOR SHIBOR LIBOR in LIBOR in 

 

 

the CBRF of the +4% +4% GBP +4% relevant 

 

 

key rate refinancing    currency +2%  
(in 2015),    rate to   LIBOR in   

 180% of   GBP +7% LIBOR in 

 

 

 the CBRF EURIBOR SHIBOR relevant 

 

 

 key rate +7% +7% currency +5% 
 (in 2015), 

75-125% of 75-125% of 
the key the key 
rate rate 
(since 1 (since 1 
January January 
2016) 2016) 

 
For example, in 2015, taxpayers will have to comply with the following corridors:  

• for controlled rouble loans between Russian entities – from 0% to 27%;  
• for other controlled rouble loans – from 6.19% to 27%;  
• for controlled Euro loans – form EURIBOR +4% to EURIBOR +7%; etc.   

 
Moreover, the law implies a retrospective change regarding December 2014. The 
law states that, if there are no comparable debt obligations to Russian organisations, 
and at the taxpayer's discretion, the maximum rate to deduct interest expenses 
equals CBR refinancing rate increased by 3.5 times for debt obligations denominated 
in roubles (in the effective version of the Russian Tax Code, the limit equals CBR refi-
nancing rate increased by 1.8 times). 
 
Thin capitalisation rules  
The conceptual changes that were proposed in the previous version of the draft law 
have been excluded. At the same time, the law introduces temporary provisions (in 
respect of the period from 1 July 2014 to 31 December 2015) as pertaining to tax 
obligations arising before 1 October 2014:  
 
− the amount of controlled debt is determined on the basis of the CBR rate as at 

the last date of the reporting (tax) period, but not exceeding the rate of 1 July 
2014.  

− the amount of net assets is determined without respective positive or negative 
foreign exchange differences accrued from 1 July 2014 until the last date of the 
reporting (tax) period, at which the capitalisation ratio is determined.  

  
Other changes  
The law stipulates that the following income of organisations performing mandatory 
insurance on individuals' deposits shall not be taxed (on the condition that they are 
fully remitted to the Federal Budget):  

− coupon profit from federal loan bonds contributed as a property contribution of 
Russia to a company's property;  

− income in the form of interest obtained by an organisation under subordinated 



Osteuropa kompakt  Edition 125, March 2015 
 

21 

 

loan agreements signed with banks, as well as under subordinated bonds issued 
by banks;  

− income in the form of fines paid by banks due to their breaches of obligations 
when carrying out measures to support the stability of the bank system and 
protect the legal interests of depositors and creditors of banks.  

 
These amounts are not deductible for tax purposes. 

 
Your contact person in Germany: 
Tanja Galander, telephone: +49 30 2636-5483 
Daniel Kast, telephone: +49 30 2636-5252 
Stanislav Rogojine, telephone: +49 30 2636-5207 
 
Russia‐Blog: http://blogs.pwc.de/russland-news 

 
 

Serbia 
 

New arm’s length interest published rates 
On 27 February 2015 the Ministry of Finance published the draft Rulebook on arm’s 
length interest rates for 2014. After it is adopted by the Government, the Rulebook 
will enter into force eight days after being published in the Official Gazette of Repub-
lic of Serbia. 

Serbian Corporate Income Tax (CIT) Law prescribes that income and expenses realised 
by a Serbian taxpayer on related party loans need to be stated in the Tax Balance 
Sheet at both the actual and the arm’s length level. The arm’s length level of income 
and expenses can be determined by using the interest rates published by the Ministry 
or by using general transfer pricing rules. Differences that may arise between interest 
at actual and the arm’s length level are included in the taxable base and taxed accord-
ingly. 

Tables below show interest rates that can be used for CIT assessment for 2014 as 
arm’s length: 
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Your local contact person: 
Predrag Milovanovic, telephone: +381 11 33 02‐100 

 

Slovakia 
 

News and changes in the VAT areas 
Below is a brief summary of the most significant news and changes in VAT related is-
sues in Slovakia. These changes are related to regulation on the tax implications of 
providing food aid to the Slovak Food Bank. Other key issues are the analysis of the 
‘cash accounting system’ implementation, the proposed amendment of the Slovak VAT 
Act, and changes in the so-called ‘Black List’. 
 
Free of charge supply of food to the Slovak Food Bank – no obligation to pay VAT to 
the state budget 
The Slovak Financial Directorate published a guideline on tax impacts of providing food 
aid to the Slovak Food Bank. The guideline was issued further to the 97th meeting of 
the EU VAT Committee, which discussed the matter of donating food. 

The guidance of the EU VAT Committee states that donation of food can be consid-
ered as the use of goods for business purposes. This is because it helps build relation-
ships with the public and develops the company image. 

According to the guideline issued by the Slovak Financial Directorate, a VAT payer is 
not obliged to pay VAT when donating food to the Slovak Food Bank, provided they 
meet certain conditions. The conditions are that the VAT payer must have claimed 
input VAT during the purchase of the donated items and the statutory threshold of 
EUR 17 for one donated item without VAT is not exceeded. 

The VAT payer is not obliged to pay output VAT when donating food to the Slovak Food 
Bank provided certain conditions are met. 

Analysis of the ‘cash accounting system’ introduction by the Ministry of Finance and 
planned amendment of the Slovak VAT Act  
The Slovak Ministry of Finance prepared an analysis on the implementation of the 
‘cash accounting system’ (i.e. the payment of output VAT by a supplier to the state 
budget upon receipt of payment of an invoice from a customer) in response to a study 
on how to improve the Slovak business environment. 

The aim of the proposed amendment to the Slovak VAT Act is to eliminate one of the 
fundamental problems for small and medium-sized companies: the poor payment be-
havior or insolvency of the customers. The suppliers do not always receive payment 
for supplied goods or services on-time, or in some cases do not receive payment at all. 
Yet currently they are still obliged to pay output VAT related to these supplies of goods 
or services. 

It is likely the changes will be aimed at VAT payers with low annual turnover and will 
be voluntary. 

The proposed amendment should postpone the obligation to pay VAT until the cus-
tomer pays the VAT (invoice) to the supplier. This should improve the VAT payers’ sol-
vency. The customer would be entitled to deduct the related input VAT after paying 
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VAT (invoice) to his supplier. 

If a VAT payer decides to implement the ‘cash accounting system’, the VAT liability will 
not follow the supply of the goods and services, but will follow the payment for sup-
plied goods and services. 

Changes to the ‘Black List’ 
In January 2015, the Slovak Financial Directorate published information about changes 
to the so-called ‘Black List’ of VAT payers (this list details companies that risk being VAT 
deregistration by law). 

From 1 January 2015, the period during which the Slovak Tax Office monitors if a VAT 
payer does not breach any obligations arising from the Slovak VAT Act was reduced 
from 12 months to 6 months. 

A VAT player will be removed from the ‘Black List’ if it does not violate any obligations 
arising from the Slovak VAT Act during a 6 month period, and simultaneously elimi-
nates the reasons for which it was originally listed. 
 
Your local contact person: 
Tomas Alaxin, telephone: +49 30 2636-5577 
 
 

Ukraine 
 
The Cabinet of Ministers of Ukraine has amended the procedure to obtain a 
work permit for foreigners (“WP”) 

The Cabinet of Ministers of Ukraine issued Resolution* which introduced amend-
ments into the effective Order of issuance, prolongation and cancellation of the 
WP**, namely: 

• Extended (clarified) the list of categories for employees who are eligible for WPs 
(i.e. graduates from highly ranked universities); 
• Reduced the time period for: 
− Examination of documents by the authorities (from 15 to 7 working days) and 
− Submission of documents for prolongation period (from 30 to 20 calendar days). 

* Resolution No 42 dated 28 January2015 “On certain issues on deregulation of com-
mercial activity”. 

** Resolution No 437 dated 27May 2013 “On order of issuance, prolongation and 
cancellation of work permit for employment of foreigners”. 
 
The discount rate of the NBU has been increased to 19.5% 

The NBU has increased the discount rate from 14% to 19.5% effective 6 February 
2015*. 
According to Ukrainian legislation, the NBU discount rate is used as a base rate for 
calculating interest, financial sanctions and certain other charges. 
 
*The NBU Regulation No. 81 dated 4 February 2015 
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The Parliament of Ukraine passed the Law on judicial reform 
On 12 February 2015 the Parliament of Ukraine passed the Law “On Ensuring the 
Right for Fair Trial”* (hereinafter – the “Law”). 

The Law introduces numerous amendments to Ukrainian legislation aimed at increas-
ing the level of transparency of the judicial system and strengthening the disciplinary 
liability of judges. 

In particular, significant changes are to be introduced to the procedural codes of 
Ukraine. It is also expected that the powers of the Supreme Court of Ukraine will be 
expanded. 

The Law is pending for the President's signature. 

*The Draft Law “On Ensuring the Right for Fair Trial” # 1656 dated 26 December 2014 
 
Your local contact person: 
Myroslava Suprunyuk, telephon: +380 44 490 6777 

 

    
 

   Blog 
    
   Please visit our blog for additional information about Eastern Europe. 
    
   http://blogs.pwc.de/blickpunkt-osteuropa 
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 Subscription and unsubscription 
    
   If you want to subscribe for the newsletter, please send a blank e-mail with the subject 

heading „Subscribe“ to: subscribe_Osteuropa_kompakt@de.pwc.com. 
    
   If you want to unsubscribe for the newsletter, please send a blank e-mail with the subject 

heading „Unsubscribe“ to: unsubscribe_Osteuropa_kompakt@de.pwc.com. 
 

Die Beiträge sind als Hinweise für unsere Mandanten bestimmt. Für die Lösung einschlägiger Probleme greifen Sie bitte auf die angegebenen Quellen oder die Unterstützung unserer Büros zurück. 
Teile dieser Veröffentlichung/Information dürfen nur nach vorheriger schriftlicher Zustimmung durch den Herausgeber nachgedruckt und vervielfältigt werden. Meinungsbeiträge geben die Auffassung 
der einzelnen Autoren wieder.  
 
März 2015  PricewaterhouseCoopers Aktiengesellschaft Wirtschaftsprüfungsgesellschaft. Alle Rechte vorbehalten. „PwC“ bezeichnet in diesem Dokument die PricewaterhouseCoopers Aktiengesell-
schaft Wirtschaftsprüfungsgesellschaft, die eine Mitgliedsgesellschaft der PricewaterhouseCoopers International Limited (PwCIL) ist. Jede der Mitgliedsgesellschaften der PwCIL ist eine rechtlich 
selbstständige Gesellschaft. 
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