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Dear Friends and Colleagues,
Dear Friends and Colleagues,

Welcome to the first edition of the EMEA Tax Newsletter 
for 2017.  

In this edition, you will find articles about various 
tax related topics from Italy, UK, Cyprus, Austria and 
Romania, information about Transfer Pricing regulation 
in various Balkan countries and a short report about the 
EMEA Tax Meeting which took place in Amsterdam. 
The Tax Meeting showed once more how important 
it seems to be for all of us to have the opportunity to 
exchange ideas and experience directly with each other. 
And there will be more and exciting occasions for this 
in 2017 with upcoming BKR events, first of all the joint 
EMEA AsiaPac Meeting in Singapore in May. 

Many thanks to all who have volunteered to contribute 
articles to this edition of the EMEA Tax Newsletter, as 

well as to Tim Morris and Emma 
Dewick for putting it together. 
Your contributions are always 
welcome, and we are always 
looking for articles. Therefore, 
feel free to share your tax news 
with your colleagues from the region! 

If there is anything the tax committee can do for you, 
please do not hesitate to contact us. In the meantime, 
may 2017 be a good, prosperous and healthy year for all 
of you!

Petra Owen
EMEA Tax Committee Chair
E: Petra.Owen@hansapartner.de

Within this edition (click to jump to page):

• BKR EMEA Website
• BKR EMEA Tax Meeting – Amsterdam
• Update from Italy - Law Decree 193/2016: Urgent 

tax measures
• Taxation of Internationally Mobile Executives
• Recent changes to Cyprus Companies Law and to 

the Auditors and Statutory audits of annual and 
consolidated accounts law

• Changes to the taxation of non-UK domiciled 
individuals

• Romania 2017: VAT goes to 19%
• Transfer Pricing Regulations in the Balkan Countries
• Austria Tax Update
• The Amended Cyprus IP Box Regime

Contributions for Edition 14 of the EMEA Tax Bulletin 
should be with Emma Dewick:

emma.dewick@bkremea.com by 7th April 2017.

mailto:emma.dewick%40bkremea.com?subject=
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BKR EMEA Website

BKR EMEA Tax Meeting – Amsterdam

The new BKR EMEA website went live in December and 
can be viewed at www.bkremea.com.

The main website contains information on BKR, its 
member firms and news from around the world. The 
members’ area will be launched later this month and 
contains details of past and future events alongside 
resources for BKR members and event photo galleries. 
The members area contains all previous tax newsletters 

alongside the BKR tax specialists database and ad hoc tax 
updates from around the world. If you would like access 
to the members area now, please just register here: 
www.bkremea.com/register

Julia Fawcett
Marketing Consultant
London
E: julia@j-fawcett.com

On Monday 28th November 2016 the annual BKR EMEA 
Tax meeting took place in the Sheraton Amsterdam 
Airport Hotel, under the Chair of the EMEA Tax 
Committee, Petra Owen’s (Hansa Partner, Hamburg) 
guidance. This year 35 members attended a lively and 
interesting session. The increase in numbers show the 
interest this meeting provides. 

The first main topic in the morning was BEPS, with local 
updates from Genevieve Moore ( Blick Rothenberg, 
London), Alain Forestier (Exponens, Paris), Peter Janssen. 
(Flynth, Roermond) and Stephanie Thomas (WWS, 
Mönchengladbach). After coffee Taxation of Partnerships 
was covered, with Helen Cowley (Cassons, Manchester), 
Maria Nicolaou (Euroglobal, Cyprus) and Astrid Binger 
(WWS, Mönchengladbach) giving a comparison of the 
issue between their respective jurisdictions.

The afternoon was an opportunity for delegates to 
update the meeting on tax developments in their own 
areas. Angelos Theodorou (Euroglobal, Cyprus), Chair 
of the BKR International Tax Committee was present 

throughout. As always one of the main values of the day 
was the frank exchange of ideas between all delegates. 
Feedback has been very positive with 91% of attendees 
rating the meeting as being ‘Excellent’ or ‘Above 
Average’. 

The presentations, agenda and list of attendees are now 
available in the member’s area at Tax Meeting 2016 .
For details speak to Tim Morris EMEA Executive Director 
tim.morris@bkremea.com

http://www.twitter.com/bkremea
https://www.linkedin.com/company/bkr-international---emea-region
https://www.youtube.com/channel/UCdgFHXgCKUA7r9DZ89CtxVw
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Update from Italy - Law Decree 193/2016: Urgent tax measures

The main tax measures include the following:

Communication of data indicated on invoices issued 
and received
Effective from January 01, 2017, taxpayers subject to VAT 
shall transmit, electronically and on a quarterly basis, 
the data of all invoices issued and received, including 
customs bills, as well as all the related changes recorded 
during each quarter.

For the omitted or incorrect transmission, sanctions are 
foreseen.

Communication of periodic VAT liquidations
Effective from January 01, 2017, taxpayers subject to VAT 
are due to file electronically and on a quarterly basis, 
the accounting data that summarises the periodic VAT 
liquidations. 

The communication is due also in case of credit balance: 
the subjects not required to file the annual VAT return 
or the periodic VAT liquidation are exempt. In case 
of separate calculation of VAT, in the event of more 
activities, the taxpayers subject to VAT are due to file a 
single communication that summarizes each period. 
For the omitted or incorrect transmission, sanctions are 
foreseen.

Tax free shopping
Effective from January 01, 2018, invoices for sales (of an 
amount exceeding €154,94) of goods carried to a third 
country in the personal luggage of travelers must be 
issued in an electronic format. Specific implementing 
rules will be enacted to simplify such electronic invoices. 

VAT Group
Effective from 1 January 2018, taxable persons and 
companies established in Italy carrying out business or 
professional activities for which financial, economic and 
organizational links are met, can be treated as one single 
taxable person, identified with only one VAT number.
In the case of election of the VAT group:

I. transactions between taxable persons participating to 
the VAT group are considered as not relevant for VAT 
purposes;

II. the VAT group operates as a single VAT taxable person 
towards those not participating in the group itself.

Foreign permanent establishments of Italian companies 
and foreign entities identified in Italy for VAT purposes or 
through a fiscal representative are excluded.

VAT Warehousing
Effective from April 01, 2017, new different procedures 
for the payment of VAT, in accordance with the fact that 
the subject that introduced the goods in the warehouse 
is resident inside or outside E.U., are introduced.

In the event that the origin of goods is domestic or extra-
EU and is withdrawn by an Italian subject and used/trade 
in Italy:

I. VAT is due;
II. the taxable amount is fixed in the amount of the latest 

sale;
III. the payment shall be carried out by the manager of 

the warehouse in name and on behalf of the subject 
that carries out the withdrawal, within the 16th of the 
following day after the date of withdrawal.

Regular exporters that carry out purchases by taking 
advantage of the system of non-application of VAT shall 
use the same procedure provided for the purchase from 
domestic suppliers.

In the case of EU purchases, it is confirmed that the 
payment of the tax is an accomplishment to be made by 
the owner of the goods using the mechanism of reverse-
charge.

Correction of tax returns
Taxpayers may submit to the Italian Tax Authorities a 
supplementary return before the statute of limitations 
period expires (i.e. before December 31 of the fifth year 
following that in which the relevant tax return has been 
filed) in order to correct any mistakes or omissions, 
including those leading to increased or reduced taxable 
income, tax debt or tax credit. Arising tax credits can 
then be offset against other amounts due, subject to 
certain conditions.

Budget Law for 2017
The main tax measures include the following:

VAT rates
No increase of standard VAT rates has been determined 
for FY 2017.

http://www.twitter.com/bkremea
https://www.linkedin.com/company/bkr-international---emea-region
https://www.youtube.com/channel/UCdgFHXgCKUA7r9DZ89CtxVw
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Update from Italy - Law Decree 193/2016: Urgent tax measures (contd.)

Taxation of Internationally Mobile Executives

Direct Taxes: Corporate Income Tax
Effective from 1 January 2017, the corporate income tax 
rate is reduced from 27,5% to 24%; as a result, for the 
same fiscal year, the rate of withholding tax on dividends 
paid to companies and entities (resident in a EU member 
state as well as in a State part of the EEA Agreement) 
subject to corporate income tax is reduced from 1,375% 
to 1,20%.

New income tax so called “IRI” (“Imposta sul Reddito di 
Impresa”)
Effective from January 01, 2017, a new income tax 
has been introduced and is applicable to qualifying 
individuals running professional or entrepreneurial 
activities and to “non-stock corporation”. IRI tax rate, 
equal to 24%, is applied to undistributed income 
intended to enhance company’s assets (consequently 
excluded from the individual tax income - IRPEF).
Notional interest for Allowance for Corporate Equity 
(ACE) 

Notional interest for allowance for corporate equity 
reduced to 2,3% for FY 2017 and to 2.7% for FY 2018.
For FY 2016 the notional interest is equal to 4,75%.

Over amortization for tax purposes on qualifying assets
As well as for FY 2016, for corporations and professionals 
carrying out investments in new tangible assets from 
January 01, 2017 to December 31, 2017, the purchase 
cost is notionally increased by 40% for the determination 

of tax depreciations and lease fees for corporate 
income tax purposes (IRES); moreover, for FY 2017, 
a new increase of 50% for the determination of tax 
depreciations is allowed for the purchase of high-tech 
tangible assets.

Giorgio Colombo
Borioli & Colombo Associati
Milan
E: giorgio.colombo@borioli-
colombo.it

Marco Borioli
Borioli & Colombo Associati
Milan
E: marco.borioli@borioli-
colombo.it

Blick Rothenberg partner, Mark Abbs, and BKR 
International have conducted a global research project 
into the Taxation of Internationally Mobile Executives, in 
collaboration with Exeter Business School.

The international study focuses on directors, executives 
and employees who work for multinational entities. This 
is a global report, with participation from BKR firms, 
with data and critical analysis to help benchmark and 
understand the ‘best’ and ‘worst’ locations from a tax 
perspective. 

The study finds significant risks and uncertainties 
attached to the complex interaction of national rules, 
together with bilateral and multilateral treaties that do 
not always operate to eliminate additional taxes and 
charges. The tax and social security systems in individual 
countries are the product of long history, adaptation 
to worldwide developments and political, cultural and 
social considerations. While there is superficial similarity 
between each set of rules and practices, the detail varies 
significantly, creating obstacles to efficient compensation 
planning for internationally mobile executives (“IMEs”) 
and at times high costs of compliance.

http://www.twitter.com/bkremea
https://www.linkedin.com/company/bkr-international---emea-region
https://www.youtube.com/channel/UCdgFHXgCKUA7r9DZ89CtxVw
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Recent changes to Cyprus Companies Law and to the Auditors and 
Statutory audits of annual and consolidated accounts law

Taxation of Internationally Mobile Executives (contd.)

On 23 September 2016 a number of amendments to the 
Cyprus Companies Law and to the Auditors and Statutory 
Audits of Annual and Consolidated Accounts Law were 
published in the national gazette.

All changes are effective for period beginning on or after 
1 January 2016 and are summarized below.

Comapnies Law
The Companies Law was amended by Law 97(I) and the 
provisions of the Amending Law are the result of the 
transposition of the EU Accounting Directive (2013/34/
EU) into domestic law.  

Companies subject to statutory audits
From 2016 onwards all companies in Cyprus, including 

small/dormant companies, are subject to statutory audit 
and the exception that existed previously in the Law has 
now been abolished.

Categories of companies
Criteria for categorizing companies according to their size 
have been established and are summarized below.
Small Companies

Small companies are defined as being the companies 
which as of their reporting date do not  exceed at least 
two of the following three criteria:
• Total gross assets: €4 million
• Net Turnover: €8 million
• Average number of employees during the financial 

year: less than 50

The study draws on publicly available information 
including academic literature and data from the 
World Bank, Organisation for Economic Cooperation 
and Development. In addition, a survey of tax 
practitioners specialising in the area of taxation of 
IMEs was conducted with follow up interviews to elicit 
observations about the problematic issues in practice.

 The assessment was made in terms of: 
• Clarity and simplicity
• Comprehensiveness
• Administrative effectiveness
• Flexibility and realism
• International consequences and effects

Highlights from the study include: 
• Survey data and interviews with international tax 

specialists;
• Summary data for 20 key locations to allow 

comparisons and provide relevant overviews;
• Recommendations to encourage governments to use 

tax policy as a critical tool to make it easier and less 
complex for internationally mobile executives to work 
across borders.

The Full Report and Summary Report versions of the 
study are available to view in digital format on the Blick 
Rothenberg website here TIME-Study. 

Blick Rothenberg is using the report with clients, contacts 
and targets, and is undertaking a media and social media 
campaign to raise awareness of the report and our 
related services.  The report is available for use by any 
member of BKR international.  

If you have any queries please do not hesitate to contact 
Mark Abbs at mark.abbs@blickrothenberg.com and 
if you would like to discuss further how you can use 
the report with your own clients and contacts, please 
contact Kirsty Parker, Senior Marketing Manager at kirsty.
parker@blickrothenberg.com 

Mark Abbs
Partner
Blick Rothenberg
London
E: mark.abbs@
blickrothenberg.com

http://www.twitter.com/bkremea
https://www.linkedin.com/company/bkr-international---emea-region
https://www.youtube.com/channel/UCdgFHXgCKUA7r9DZ89CtxVw
mailto:mark.abbs%40blickrothenberg.com?subject=
mailto:mark.abbs%40blickrothenberg.com?subject=
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Recent changes to Cyprus Companies Law and to the Auditors and 
Statutory audits of annual and consolidated accounts law (contd.)

Medium-sized companies
Medium-sized companies are defined as being the 
companies which as of their reporting date do  not 
exceed at least two of the following three criteria:
• Total gross assets: €20 million
• Net Turnover: €40 million
• Average number of employees during the financial 

year: less than 250

Large companies
Large companies are defined as being the companies 
which as of their reporting date exceed at least two of 
the following three criteria:
• Total gross assets: €20 million
• Net Turnover: €40 million
• Average number of employees during the financial 

year: more than 250

Note that ‘Net Turnover’ is defined as amounts derived 
from the sale/provision of products/services after 
deducting returns/rebates and VAT. 

Categories of Groups
Criteria for defining categories of groups have also 
been established which are again based on the above 
mentioned criteria for categories of companies.  For 
example small sized groups are the groups which on a 
consolidated basis do not exceed the limits of at least 
two of the three criteria of small size companies as at 
the balance sheet date of the parent company.  Medium 
sized groups and large groups are also determined along 
the same lines using the criteria of medium-sized and 
large companies respectively.

A number of consolidation adjustments are listed in the 
amended Law which are permissible not to apply for 
the purposes of calculating the above mentioned limits 
and include (1) Netting-off of the carrying value of the 
share capital of the group entities and the percentage 
of the share capital of the subsidiaries participating in 
the group against the percentage of their Net Assets 
and (2) offsetting of intercompany assets and liabilities, 
intercompany revenues and expenses, and unrealized 
profits/losses on intercompany transactions.  In cases 
where these are not applied the limits for the above 
mentioned criteria shall be increased by 20%.

Exemption from consolidation
Prior to the Amended Law, the exemption to prepare 
consolidated financial statements was applied only 
to small-sized groups.  With the Amended Law the 
exemption has been extended to apply also to medium-
sized groups as defined above.  This exemption will 
not apply if any of the affiliated companies is a public-
interest entity in which case consolidated financial 
statements must be prepared irrespective of the size of 
the Group.

Management Report
The revised Law introduced the term ‘Management 
Report’ to replace the term ‘Board of Directors Report’.  
Most of the provisions relating to the content of this 
report have remained the same.  The revised Law 
mentions all new and amended provisions in detail.
The most significant change is that as per the revised Law 
small and medium-sized companies are exempted from 
preparing a management report, provided that certain 
criteria are met.

Other provisions
The revised Law also includes additional disclosures to be 
included in the financial statements of medium and large 
sized companies.  Examples include specific disclosures 
for staff costs, audit fees, number of employees, and 
details about the registered office.

Furthermore, other relevant provisions have been 
added in the revised Law which impact the corporate 
governance statement that is required to be included in 
the Management Report of companies whose shares are 
listed on the stock exchange of any EU member state.

Auditors and Statutory Audits of Annual and 
Consolidated Accounts Law 
Specific amendments to the auditor’s report have also 
been incorporated in the revised Law which are mainly 
the result of the specific provisions as mentioned in the 
changes of the Companies Law. 

Maria Nicolaou
Audit Manager
Euroglobal S.E.E. Audit Limited
Cyprus
E: maria.nicolaou@euglobal.eu 

http://www.twitter.com/bkremea
https://www.linkedin.com/company/bkr-international---emea-region
https://www.youtube.com/channel/UCdgFHXgCKUA7r9DZ89CtxVw
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The Finance Bill 2017 introduces changes to the taxation 
of non-UK domiciled individuals (non-doms) with the 
intention of ending the permanency of non-domiciled tax 
status. 

The new measures will be effective from April 2017 and 
will have an impact on long-term UK residents who are 
non-UK domiciled, and certain people who were born in 
the UK with a domicile of choice outside the UK.

Overview of current rules
A UK resident is normally taxed on an arising basis 
so that all worldwide income and gains are taxable 
in the UK.  But for those who are non-domiciled, the 
“remittance basis” may apply in respect of foreign 
income and gains. 

Broadly, the remittance basis taxes foreign income and 
gains when they are brought into the UK, either by way 
of cash or any property derived from those income and 
gains.  If unremitted foreign income and gains exceed 
£2,000 per tax year then a “remittance basis charge” may 
apply.

The charge is levied on “long-term residents”, the 
amount of which increases by reference to the length of 
residence in the UK, as demonstrated below:

Length of UK residence Remittance basis charge
    £
7 out of the last 9 tax years 30,000
12 out of the last 14 tax years 60,000
17 out of the last 20 tax years 90,000

For non-doms who have been UK resident for at least 7 
years, it will only be worth claiming the remittance basis 
if the actual tax liability on foreign income and gains is 
more than the remittance basis charge for the relevant 
tax year.

For inheritance tax purposes only, a non-dom will be 
deemed UK domiciled if he has been resident in the UK 
for at least 17 out of the past 20 years.  This means that 
his worldwide assets (rather than UK situated assets 
only) will fall within the charge to inheritance tax from 
the beginning of the 18th year of residency.  

Changes effective from April 2017
Deemed domicile
From April 2017, any individual who is not domiciled in 

the UK will be regarded as UK domiciled in one of two 
circumstances.

1. They were born in the UK, with a UK domicile of origin 
and are resident in the UK for tax purposes having 
obtained a domicile of choice elsewhere.

The domicile of choice is effectively ignored for tax 
purposes when they return to the UK and re-acquire UK 
residence.

2. They have been resident in the UK for at least 15 out 
of the past 20 tax years, which is a reduction of two 
years on the current inheritance tax rules.

The deemed domicile rule will also be extended to 
income tax and capital gains tax, which means an end 
to the remittance basis treatment from the 16th year 
of residency (or immediately for those born in the UK).  
The £90,000 remittance basis charge will consequently 
be abolished, but the other charges will remain until 
deemed domicile occurs.

Rebasing of capital assets
Transitional rules means that non-doms who acquire 
deemed domicile from April 2017 (apart from those born 
in the UK) can rebase capital assets situated outside the 
UK to their market values as at 5 April 2017. Any gains 
accruing after April 2017 will be liable to UK capital gains 
tax.

The rationale is that the new rules could encourage 
non-doms to sell and immediately acquire their overseas 
assets before April 2017 in order to avoid a UK tax charge 
on gains accruing before that date, potentially creating 
an advantage for those owning liquid assets. 

Offshore structures
As non-doms are only liable to IHT on directly owned 
UK situs assets, it is possible to shelter certain assets 
from inheritance tax using offshore structures such as 
overseas companies.  The shares held in the overseas 
company will be situated outside the UK and any UK 
property owned by the company will be “enveloped” and 
outside the scope of UK tax.

Anti-avoidance legislation will be introduced from 
April 2017 to extend inheritance tax to UK residential 
properties held by non-doms through such structures.

Changes to the taxation of non-UK domiciled individuals

http://www.twitter.com/bkremea
https://www.linkedin.com/company/bkr-international---emea-region
https://www.youtube.com/channel/UCdgFHXgCKUA7r9DZ89CtxVw
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Starting on 1st January 2017, the standard VAT rate will 
decrease from 20% to 19%. 

This VAT reduction follows the last year’s decrease in 
standard VAT from 24% to 20% together with reduced 
rates of 9% and 5% for specific products and services.  
These VAT reductions will sustain Romania as an 
attractive consumption market. They also place Romania 
in a normal taxation range in developed EU countries and 
hopefully will contribute to an increase in VAT collection. 

Iulia Lascau
Managing Partner
Euroglobal Audit & Advisory 
SRL
Bucharest
E: iulia.lascau@euglobal.eu

During 2016, the Council of the Organization for 
Economic Co-operation and Development (OECD 
Council), took the formal step of adopting a 
recommendation to incorporate the guidance set out 
in the reports on Base Erosion and Profit Shifting (BEPS) 
into the OECD Transfer Pricing Guidelines. Transfer 
Pricing (TP) regulations in the Balkan countries like 
Bulgaria, Croatia, Albania, Greece, Bosnia & Herzegovina 
and Serbia are continuously becoming more aligned 
to OECD principles. The interesting part of those 
developments is the increased scrutiny on behalf of the 
respective local tax authorities.  

In Bulgaria, Transfer Pricing rules were initially 
introduced in domestic law on August 29, 2006. 
Following international trends, a manual providing 

guidance on Transfer Pricing issues was published in 
2010 by the tax authorities. Thereafter, in 2013 an intra-
group transactions’ declaration was embodied into the 
Bulgarian annual tax return which should be submitted 
to the Bulgarian Tax Authorities and remains applicable 
up to date. 

Although Croatia is not an OECD member country, the 
provisions of the relevant tax legislation are generally 
based on the OECD Transfer Pricing Guidelines. Transfer 
pricing provisions in Croatia were initially introduced 
through the Corporate Income Tax (CIT) Act in 2005 
and became even more important during the last few 
years. The Croatia CIT Act or CIT Bylaw does not require 
specific separate returns for related party transactions. 
The law requires that the transfer pricing documentation 

Changes to the taxation of non-UK domiciled individuals (contd.)

Romania 2017: VAT goes to 19%

Transfer Pricing Regulations in the Balkan Countries

Loss of deemed domicile status
It is relatively easy for those born in the UK (with a UK 
domicile of origin) to lose their deemed domicile status. 
Just as the status is acquired by returning to the UK, 
it can be lost by leaving the UK and becoming non-
resident.

In all other cases, UK deemed domicile will only be lost 
following six consecutive tax years of non-residence.  
A review of an individual’s personal circumstances and 
tax position is advisable if they are likely to be affected 
by the change in rules, either in the 2017/18 tax year or 
within the next few years, to establish the likely impact.

Whilst the UK Government anticipates that around 
3,000 people will become UK domiciled as a result of the 
reform, it could transpire that some people move away 
from the UK to protect their non-dom status.  

Helen Cowley
Partner
Cassons business adviser LLP
Manchester, UK
E: helen.cowley@cassons.co.uk

http://www.twitter.com/bkremea
https://www.linkedin.com/company/bkr-international---emea-region
https://www.youtube.com/channel/UCdgFHXgCKUA7r9DZ89CtxVw
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is available and is submitted to the tax authorities 
upon request during a tax audit. The transfer pricing 
study should also be available at the same time of the 
submission of the annual tax return which is at the end 
of the 4th month following the taxpayer’s year end. 

In Albania, the arm’s length principle is in line with 
the OECD Guidelines and article 9(1) of the model 
Tax Convention on Income and Capital. During 2014, 
the Ministry of Finance issued guidelines for the 
implementation of the TP rules which remain in force. 
Exceeding specific threshold amounts, taxpayers who 
engage in material controlled transactions should submit 
what is known as the annual controlled transaction 
notice. Taxpayers may face severe penalties in the 
absence of TP documentation. The documentation 
may even be submitted in English which is a great step 
forward for the Albanian Tax Authorities. 

Greece has fully developed TP regulations, thin 
capitalization rules , controlled foreign company (CFC) 
rules and a rule that prohibits an exemption in respect of 
withholding tax that concerns dividends paid by Greek 
subsidiaries to their European Union  parent companies 
and vice versa. In a recent circular, further clarifications 
were provided on the abbreviated table which contains 
details of the intra-group transactions and their 
documentation methods. These need to be submitted 
electronically within the same deadline as the annual tax 
return along with the TP file. The continuous revisions 
and clarifications highlighting once again the importance 
of preparing relevant TP documentation well within set 
deadlines. 

In Bosnia and Herzegovina, the effective dates for 
the initial Transfer Pricing Rules were for FBiH the 1st 
of January, 2008 and for RS the 1st of January, 2007. 
However, at that time TP rules were not fully developed. 
The next step towards approaching the OECD rules 
was made in early 2016, with the adoption of new 
laws in the field of taxation for legal entities in BiH. 
Based on transfer pricing legislation in BiH a taxpayer 
is required to disclose - along with its annual tax return 
- its transactions with related parties, presenting the 
differences among market and transfer prices which are 
not in accordance with the arm’s length principle and 
present at the same time the adjusted tax base. 

The Serbian tax authorities, through the TP rulebook that 
was published in 2013 and which still remains in force 
had determined the general principles of TP in Serbia. 
Taxpayers are required to have the appropriate TP 
documentation in place in order to defend their policies 
in a potential tax investigation. The TP File should be 
submitted to the Serbian Tax Authorities by the end of 
June each year. 

In Cyprus, the local tax enquiries and audits have been 
increasingly focused on substance, specifically looking 
into whether companies are tax residents in Cyprus 
and if they have a physical presence in the country. 
Although Cyprus has not yet fully developed transfer 
pricing legislation, a number of meetings were held 
at the Cyprus Ministry of Finance recently in order to 
discuss the implementation of the Country by Country 
report. It is expected that the introduction of TP rules 
inclusive of TP documentation is a development which 
will soon be implemented in Cyprus. Cyprus is one of the 
55 jurisdictions which opted for early adoption of the 
common Country by Country Report in 2017.

Despite the absence of fully developed TP legislation in 
many Balkan countries having in place proper transfer 
pricing documentation can act as a safeguard against the 
rising number of tax audits in the region. In an attempt to 
increase state revenues, tax authorities are increasingly 
focusing on transfer pricing areas. Large deductible 
expenses are always worth paying special attention to, 
especially when providing services and management fees 
which require strong supporting evidence. 

This article has been jointly authored by professionals 
from Euroglobal and Eurofast. 

Eleni Christou, Euroglobal                                         
Senior Auditor
Euroglobal S.E.E. Audit Limited
Cyprus
E. eleni.christou@euglobal.eu

Anastasia Sagianni, CPA, Eurofast
Head of TP Division
E. Anastasia.sagianni@eurofast.eu

Transfer Pricing Regulations in the Balkan Countries (contd.)
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The following relevant changes to Austrian tax law were 
made in 2015 and 2016 regarding income tax, VAT and 
general amendments:  

• A foundation privilege for the Austrian private limited 
company was implemented, the initial contribution 
can be limited with EUR 10.000 (from witch EUR 5.000 
must be deposited immediately) instead of 35.000. 
The foundation privilege lasts for maximum 10 years 
after registration with the company register.

• Introduction of new laws facilitating crowdfunding 
and alternative financing possibilities for SME and 
implementing investor protection for this kind of 
investments depending on the total issue amount. 

• Company tax was abolished, the establishment of 
capital companies, capital increase, etc. can now be 
performed without tax

• The utilisation of losses from participation in 
partnerships (GmbH & Co KG) as limited partner (liable 
to a fixed amount), was restricted.

• Obligatory cash register with effect from 1.1.2016 
and obligation to issue receipts for cash transactions 
(payment with cash, cashpoint card, credit card or 
voucher) for enterprises with an annual turnover 
exceeding EUR 15.000 and cash sales over 7.500 per 
year. The cash register must be registered to provide 
transmission of data to the tax authorities.

• Income tax rates were amended, the lowest of the six 
progressive tax rates is now 25 % (before 36,5 %). The 
new marginal tax rate is 55% for income exceeding 1 
million EUR. 

• With effect from 2016 the research premium was 
increased from 10 % to 12 %. It is not only applicable 
for basic research but also for applied research and 
experimental development.  

• There are new regulations concerning exit taxation for 
both operating activities and non-operating activities: 
for relocation abroad (EU/EEA state) an instalment 
payment concept was implemented instead of the 
possibility to postpone taxation until the actual sale 
takes place. 

• Fiscal support measures for foreign specialists 
(scientists, researcher, artists or athletes) moving 
to Austria were implemented; a lump sum for 
professional expenses is possible.

• The capital gains tax rate for sale of property was 
increased to 30 % from before 25 % and the capital 
gains tax for income from savings and capital assets 
was increased to 27,5 % from before 25 % (for interest 
received on bank balances 25 % is still applicable). 

• An account register for bank accounts and bank 
account inspection for tax authorities was introduced; 
the capital inflow and capital outflow is reported. 

• VAT for electric vehicles (with acquisition costs up 
40.000) is now deductible. New VAT tax rate of 13 % 
was implemented (entrance fee to sporting events, 
film screenings, sale of art objects, etc...)
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On 14 October 2016, the Cyprus House of 
Representatives voted into law the revised IP Box 
Regime.  The revised legislation is applicable from 
1 July 2016 onwards with a transitional period up 
to 2021 for IP’s that were registered before 30 June 
2016. The relevant amendments were as expected 

to harmonize the relevant Cyprus legislation with the 
recommendations of Action 5 of the Organization for 
Economic Co-operation and Development (OECD). The 
announcement in the Official Gazette of the Republic of 
was published on the 27th of October 2016.

Austria Tax Update

The Amended Cyprus IP Box Regime
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The Amended Cyprus IP Box Regime (contd.)

The most significant change of the amended law which 
will have an impact on many existing IP structures is that 
rights used for the purposes of marketing products and 
services such as business names, brands, trademarks, 
image rights etc. will no longer be considered as 
qualifying intangible assets.

“Qualifying intangible assets” refer to assets that were 
acquired, developed or exploited by a person in the 
course of his business (excluding intellectual property 
associated with marketing) and which pertains to 
research and development activities for which economic 
ownership exists.  Specifically these assets are:
• Patents as defined in the Patents Law
• Computer Software
• Other IP assets that are non-obvious, novel and useful, 

where the person which utilizes them in further 
development of a business that does not generate 
annual gross revenues exceeding Euro 7.500.000 (or 
Euro 50.000.000 for a group of companies) and which 
should be certified by an appropriate authority either 
in Cyprus or abroad.

• Utility models, intellectual property assets which 
provide protection to plants and generic material, 
orphan drug designations and extensions of 
protections of patents, all of which should be legally 
protected.

Additionally, qualifying profits relates to the proportion 
of the total income which relates to the fraction of the 

qualifying expenditure as well as the uplift expenditure 
which was incurred for the qualifying intangible asset.  
Such income, for example, consists of royalties in 
connection with the use of the qualifying intangible 
asset, capital gains arising on the disposal of a qualifying 
intangible asset etc.

Finally, qualifying expenditure will only include the 
total research and development costs incurred in any 
tax year wholly and exclusively for the development, 
improvement or creation of qualifying intangible assets 
and where costs are directly related to the qualifying 
intangible assets. An uplift expenditure will be added to 
this.

The calculation of taxable income will remain consistent 
with the previous IP Box Regime, and continue to allow 
for an 80% of the qualifying income to be treated as 
a deductible expense for tax purposes.  In the case of 
losses only 20% of the loss can be carried forward or be 
surrendered for the purpose of group loss relief.
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