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Dear Readers,

Digital tax, digitalisation and the supply
of digital services all sound similar, but
mean completely different things from

a taxation perspective. In our fast-paced
world, companies going global probably
encounter these terms more frequently,
and a lack of knowledge about these
concepts in each and every country where
they are present can result in major tax
exposures. In the second issue of our 2019
WTS CEE Newsletter we show you what is
happening now in CEE countries in this
respect.

The introduction of the digital tax in Austria
on online advertising from 2020, or the
planned Czech digital tax affecting large
multinationals, which have no registered
office or branch in the country but generate
considerable profits from their services,

are clear signs that something has started
in our region. In Hungary, for example, the
rate for advertising tax, a special tax appli-
cable from 2015, fell temporarily to 0%
from 1 July 2019.

In other countries we cannot see any
development with the introduction of
digital taxes at this stage. Nevertheless,

the introduction of special rules regarding
the supply of digital services (e.qg. in Belarus,
Russia or Romania) is one of the hottest
topics.

We report on several novelties in the digi-
talisation of tax administration too. If we
look at the Slovenian eDavki, which is a
platform enabling taxpayers to enjoy paper-
less communication and essentially to fulfil
tax obligations from anywhere in the world,
or the Serbian E-Taxes portal, it is clear that
the tax authorities are keeping up with the
changes.

We also give you some hints on how to
cope with the challenges of the Hungarian
online invoicing system updates, and we
share some information with you regarding
the Polish monthly SAF-T (JPK) reporting.

We trust that this issue of our newsletter
will give you a useful overview about the
changes surrounding digitalisation in our
region.

Zoltan Lambert

WTS Klient Hungary
Managing Partner
Regional Coordinator CEE
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EU has failed to reach
an agreement regard-
ing the enforcement of
a bloc-wide digital tax
on tech "MNE giants”

online advertising is
not taxed by the 5%
Austrian advertising tax

applies to banner
advertising and search
engine advertising

Tax on online advertising from 2020, e-commerce package from 2021
Authors: Mag. Elisabeth Kendler, Dr. Jirgen Reinold

0n 4 April 2019 the Austrian Ministry of
Finance announced a digital tax package
including the introduction of a 5% tax on
online advertising for large corporations,

a data forwarding obligation for operators
of electronic marketplaces and the e-com-
merce package which shall enter into force
on 1January 2021. After the Austrian
government burst with a bang at the

end of May ("Ibiza affair"), it was unclear
whether current (tax) legislative plans
would be still implemented this year.
However, in an initiative proposal at the
beginning of July, the parliamentary groups
voted for the implementation of (planned)
tax projects - including the Austrian digital
tax package. The parliamentary resolution
followed at the end of September.

5% Austrian digital tax on online advertising

Following the rejection of the Council
Directive on the common system of a
digital services tax on revenues resulting
from the provision of certain digital services,
the EU has failed to reach an agreement
regarding the enforcement of a bloc-wide
digital tax on tech "MNE giants” such as
Google, Apple, Facebook and Amazon.
Therefore, Austria introduces its own
national digital tax on online advertising
services, which will enter into force on

1 January 2020.

Currently, sales of traditional advertising
space, such as in print media, broadcasting,
posters and billboards, are subject to Austrian
advertising tax. Online advertising is not
taxed by the 5% Austrian advertising tax.
Therefore, the digital services (advertising)
tax will apply at a rate of 5% on digital
advertising revenues for companies with
worldwide revenues of more than EUR 750
million and Austrian digital advertising
revenues of more than EUR 25 million.

The new digital services tax covers digital
advertising services in the domestic market.
This means that the Austrian digital tax
applies to revenues generated in Austria
through sales of online advertising space,
such as banner advertising and search
engine advertising. One main prerequisite

is that the online advertising targets Austrian
internet users and is displayed on an Austrian
user's device with a domestic Internet
Protocol (IP) address.

The person liable for payment of the tax
(tax debtor) is the online advertiser (i.e.
the entity in receipt of the taxable revenues),

which must calculate the tax and pay by the
15" of the second month following the date
on which the tax claim arises. The tax claim
arises at the end of the month in which the
taxable service is rendered. Moreover, three
months after the end of the financial year,
the tax debtor must submit a digital services
tax return for the previous year. Furthermore,
the online advertiser is obliged to keep re-
cords of the online advertising services taken
over, any other companies commissioned by
itin this regard, the clients and the basis for
calculating the Austrian digital tax. For digital
tax purposes, it is only necessary to store any
personal data in anonymous form.

Implementation of the e-commerce package

Furthermore the Austrian legislator also
implements the e-commerce package of
EU Directive 2017/2455 into the Austrian
Value Added Tax Act. The goal of the e-com-
merce package is to strengthen taxation in
the destination state.

For example, one main change is that entre-
preneurs - who facilitate distance sales of
goods imported from third territories to a
non-taxable person, where the individual
value of the goods per supply does not
exceed EUR 150, by using an electronic
interface, such as a marketplace, a platform,
a portal or something similar - shall be
treated as if they had received and supplied
those goods themselves. The interface will
therefore owe the VAT for the distance sales
themselves, whereas the deemed supply of
the supplier to the interface shall be exempt
from tax.

Furthermore, deliveries from third countries
are currently exempt from VAT if the value of
the goods does not exceed EUR 22. This tax
exemption for the import of small value
items will be abolished. Consequently, in
future, all sales will be taxed from the very
first cent. However, a new distance selling
regime will be simultaneously introduced.
That means the import of goods with a value
of up to EUR 150 will be exempt if a VAT
identification number is provided in the
import declaration and the supply of goods
is taxed under a special regime (Import One
Stop Shop - 10SS). The 10SS will apply to all
services provided by a non-EU business to
non-taxable persons within the EU.

The implementation of the e-commerce
package shall take effect on 1 January 2021.
continued on the next page
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must record detailed
information about
individual traders
using their site and
forward the informa-
tion to the Austrian
tax authorities

Value Added Tax
Implementing
Regulation

Obligations for electronic marketplaces
from January 2020

Operators of online platforms or electronic
marketplaces enabling supplies or other
services over it must record detailed informa-
tion about individual traders using their site
and forward the information to the Austrian
tax authorities (electronically on request).
One main prerequisite is that the operator
does not itself become the debtor of the VAT.
The recorded information must include, for
example, annual turnover, customer names
as well as records concerning stocks, and
aims to ensure that VAT has been correctly
accounted for.

Details are regulated in the Value Added Tax
Implementing Regulation (“Sorgfaltspflichten-
Umsatzsteuerverordnung"). If the obliga-
tions are not fulfilled, the operator of the
electronic marketplace or online platform
will be held liable for the tax. This rule shall
concern, for example, services within the
framework of the “sharing economy” or dis-
tance sales within the EU. If the e-commerce
package enters into force in 2021, operators
who become the debtor of the VAT shall no
longer be subject to this obligation. The new

regulations for electronic marketplaces are
due to enter into effect on 1 January 2020
just like the new Austrian digital tax on
online advertising.

The article is an updated version of the article
published in WTS Global VAT Newsletter Q2/2019.

> Mag. Elisabeth Kendler
Managing Director
+43124 26671
elisabeth.kendler@wts.at

> Dr. Jirgen Reinold
Senior Manager
+431 24 266 41
juergen.reinold@wts.at

> WTS Tax Service Steuer-
beratungsgesellschaft mbH
Am Modenapark 10
1030 Vienna
Austria

> www.wits.at
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Digital VAT introduced in 2018 but does not apply for free digital services

Author: Alexey Fidek

Since 1 January 2018, foreign companies
supplying digital services to individual
consumers on the territory of Belarus are
obliged to register with the Belarusian
tax authorities for payment of digital VAT
in Belarus.

What are digital services according to the
Belarusian Tax Code?

The Belarusian Tax Code contains an exhaus-
tive list of digital services which, inter alia,
include:

licensing copyright items via the internet;
advertising services on the internet;
placing sales offers via the internet;
searching and providing data on pros-
pective customers;

providing domain names and hosting
services;

> providing access to search engines on
the internet.

L2 2 2 7

¥

The Tax Code directly provides that the
following services are not treated as
digital services:

> sale of goods (works, services) ordered
on the internet, but supplied without use
of the internet;

> sale of computer programs, databases on
material devices;

> consulting services via email;

> provision of access to the internet.

Which digital services are supplied in
Belarus?

Digital services are deemed to be supplied
in Belarus in any of the following cases:

> actual location (registration address) of
the purchaser is in Belarus;

> account or digital wallet of the purchaser
is opened at a Belarusian bank/operator;

> purchaser's IP address is registered in
Belarus;

> international phone code of the pur-
chaser is assigned to Belarus.

Foreign companies are obliged to determine
whether their digital services are supplied in
Belarus or not.

Which foreign companies must register for
digital VAT in Belarus?

There are two types of foreign company
which are obliged to register with the
Belarusian tax authorities for payment of
digital VAT in Belarus:

> aforeign company which supplies
digital services to individual consumers
directly (without agents) on the territory
of Belarus;

> aforeign company thatis an agent
(intermediary) of a foreign company
supplying digital services, if such agent

(intermediary) participates in settlements

with individual consumers on the terri-
tory of Belarus.

The registration is carried out by the Minsk
City Tax Inspectorate and can be done elec-
tronically. The digital VAT reqgistration of a
foreign company does not trigger any cor-
porate income tax obligations in Belarus.

How do you pay digital VAT in Belarus?

Digital VAT to be paid to the Belarusian
budget is calculated as: (VAT base * VAT
rate) / 120. The VAT base is the price of
digital services with Belarusian VAT.
The digital VAT rate in Belarus is 20%.

Foreign companies must report and pay
digital VAT in Belarus on a quarterly basis.
There is no obligation to pay digital VAT in
respect of digital services supplied free of
charge.

> Alexey Fidek
Senior Associate
+37 517 306 2102
alexey.fidek@sorainen.com

> Sorainen Belarus

ul Internatsionalnaya 36-1
220030 Minsk
Belarus

2 www.sorainen.com
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Digital taxation and digital transformation

Author: Nika MiloloZa

Since efforts by the European Union to
introduce a digital tax failed, individual
Member States have started taking respon-
sibility for taking the taxation of digital
services to the next level, by proposing
atax on large internet and technology
companies at national level. There are

no official statements or announcements
from the Croatian Ministry of Finance with
regard to introducing a digital tax on
advertising or similar digital services.

One might argue that the cost of introducing
a digital tax is greater than the benefit
that might be gained from it when it
comes to a small economy, such as Croatia.
Due to the dramatic growth of the digital
economy, national authorities hope that
these tax challenges will be internationally
coordinated.

Increased pace of digitalisation in Croatia

The Croatian tax authorities have stepped
up their digitalisation efforts since 2013,

in order to make communication with tax-
payers more effective and transparent.

The digital transformation in Croatia also
included making changes to the way tax-
payers communicate with the tax authori-
ties. Tax returns must be submitted elec-
tronically by taxpayers online using an
application called ePorezna (eTaxation).
Information on taxable income earned in
Croatia or abroad by natural persons,
private entrepreneurs or sole proprietors
can be reported to the tax authorities elec-
tronically. The tax authorities are able to
communicate with legal or natural person
taxpayers electronically, and starting from
2018 they are able to deliver tax resolutions
or certain tax confirmations electronically
upon request. Croatian taxpayers are able
to access data electronically to check if they
have any outstanding tax liabilities or have
prepaid tax amounts.

E-invoicing

With regard to the objectives pursued by
the strategy of the European Commission to
create a Digital Single Market, the Croatian
Ministry of Economy, Entrepreneurship and
Crafts prescribed using electronically issued
invoices (e-invoices) as the only way of
invoicing for public procurement purposes,
starting from 1 July 2019. Issuing paper
invoices in public procurement processes is
not permitted in line with European norms.

Their efforts have been recognised by the
European Union and mentioned as a posi-
tive example for other Member States.

Taxation of e-services

According to the Croatian VAT Act, the
services listed below are considered
electronically supplied services:

> supply of websites, hosting of websites

> remote maintenance of programs
and equipment, supply of computer
software

> supply of music, films and games, broad-
casting of political, cultural, sporting,
scientific and entertainment programs
and events, and distance or remote
learning

General rules on the reverse charge mecha-
nism are applicable when services are pro-
vided by a Croatian entity to a foreign entity.

MOSS scheme for B2C supplies

When e-services are provided to a non-
taxable person (B2C supplies), the place
of supply is considered to be the place
where that person is resident.

When a taxable person supplying e-services
to non-taxable persons in Croatia exceeds
the threshold of HRK 77,000 (roughly EUR
10,400), from that point onwards foreign
taxable persons must register for VAT in
Croatia, and calculate and pay VAT at the
rate of 25%. Alternatively, if this person
applies the optional Mini One Stop Shop
(MO0SS) scheme, and accounts for VAT in a
single country, they do not need to register
for VAT in Croatia.

> Nika Miloloza
Senior Manager
+3851 7980 310
nika.miloloza@pst.hr

> Tax Advisory TUK Ltd.
Radnicka 80
10 000 Zagreb
Croatia

> www.tpprime.hr/en
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Ministry of Finance reveals first draft of bill on digital tax

Author: Dr. Roman Pechacek

The possibility of introducing a "digital tax"
has been discussed in the Czech Republic
for several years now. This tax would be
imposed on large multinationals such as
Google, Facebook or Apple, which have no
registered office or branch in the country
but generate considerable profits from their
services.

During the summer, the Czech Ministry of
Finance introduced the first draft of a bill

on certain digital services to the professional
public. Anumber of amendments were sub-
mitted during the comment procedure, and
the final wording of the law may therefore
differ significantly.

Let us look now at the basic parameters
of this brand-new tax, which should
generate (ZK 2.4 to 6.6 billion (roughly
EUR 93 to 255 million) for the Czech state
budget every year.

Who will be affected by the digital tax?

Entities meeting the following two criteria
should be subject to the tax:

> companies belonging to a group with
consolidated turnover exceeding EUR
750 million a year, and which, at the
same time,

> receive payments for taxable services
provided on the territory of the Czech
Republic exceeding (ZK 50 million
(roughly EUR 2 million) in total.

The CZK 750 million (roughly EUR 29 million)
limit refers to the total turnover of the group,
regardless of the source it is generated from.
Thus, it does not have to apply solely to digi-
tal services.

What should the tax apply to?

The tax should apply to income from certain
digital services provided for consideration
on the territory of the Czech Republic. These
digital services include:

> targeted advertising campaigns on the
internet,

> use of a versatile digital interface (a web
page or a mobile application), and
> sale of user data.

- WT inthe

What will be the tax base and rate? Czech Republic

The tax rate should be 7%. The tax should the tax rate should

be paid in the form of monthly advances be 7%
amounting to one twelfth of the tax paid

for the previous year.

The tax base will comprise the income

from the mentioned digital services pro- provided to Czech

vided to Czech users. The domicile of the
users will be determined according to the
place of registration of the given IP address
or mobile phone. Hence for taxation pur-
poses, the domicile of a digital service
receiver will not be relevant.

users

How will the digital tax be administered?

The taxation period will be a calendar year.
The first taxation period should be the year
2020, and only services provided after

the effective date of the law will be taxed.
This is expected to occur in the first half of
2020.

taxation period will
be a calendar year

deadline for tax
returns will be the
end of March

The deadline for submitting tax returns will
be the end of March of the following year.
It will not be possible to extend the dead-
line for submitting a tax return.

The digital tax should be administered by
the Specialised Tax Office, which is currently
in charge of the largest taxpayers.

> Dr. Roman Pechacek
Tax Advisor
+420221 111777
roman.pechacek@alferypartner.com

> WTS Alfery s.r.o.
Vaclavské nameésti 40
110 00 Prague 1
Czech Republic

> www.alferypartner.com
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Partner

introduction of online
reporting of invoices

special road
monitoring system

it can happen that
the online reporting
is incorrect

at what the experiences with the system
have been and what developments will
follow next year based on the practical
feedback from taxpayers and the Hunga-
rian tax authority (NAV). In our article, we
will focus on the main IT developments

by the Hungarian tax authority aiming to
decrease the VAT gap in Hungary and detect
VAT fraud (needless to say, the 27% VAT rate
is a temptation for fraudsters).

One step ahead in Europe with
digitalisation

It was not just the introduction of online
reporting of invoices that occurred in past
years in Hungary. Besides the draft personal
income tax return, which is a unique online
tool to decrease the administrative burden
of more than three million private indivi-
duals, there were other IT developments

as well, mainly focusing on VAT matters.
Taxpayers are now getting used to the
"EKAER" system, which is a special road
monitoring system. It includes data that
can help the Hungarian tax authority
detect VAT frauds parallel to the transport
of goods, and this also serves risk analysis
purposes.

Taxpayers and tax advisors initially had
some concerns as to how online invoicing
would work, but it started and the statistics
show that millions of invoices have been
uploaded to the Hungarian tax authority's
system. Major discrepancies can trigger tax
inspections, so taxpayers should check the
system and sometimes reconcile the reported
data with that in the VAT report.

Practical experiences - common errors in
the systems

> Online invoicing: As mentioned above,
we have found that the data uploaded
without human intervention to the Hun-
garian tax authority's system and the list
supporting monthly VAT returns can
differ. Sometimes the reason for this
is obvious, but it can happen that the
online reporting is incorrect and this may
trigger exposure to a serious penalty.

providers. The fact the bookkeeping
and the issuance of invoices take place
outside Hungary cannot mean that the
invoice details are not uploaded to the
Hungarian tax authority.

> Some taxpayers have problems with
cancellation or modification invoices
since they cannot link them with the
original invoice(s).

> EKAER: The product codes of the goods
are also entered into this system, and
the tax authority can easily compare
the data in this system with the data
in the environmental product fee return
(so please check if your shipments are
liable for the environmental product fee
or not).

Common factor in the systems -
the penalty

Failure to report can trigger major penalties.
Failure to provide data can result in a default
penalty of up to HUF 500,000 (roughly EUR
1,500) per missing or incorrect invoice. We
kindly draw your attention to the fact that
besides automatic reporting to the online
invoice system of the NAV, there is another
administrative liability with respect to
invoices. A "data export” function has to

be built into the invoicing software, and
upon the request of the Hungarian tax
authority, taxpayers have to hand over the
xml file including all the invoice details for
the period under review.

Increasing administration

The online invoicing system generates
error and warning messages if there is
any problem with the xml files submitted.
Itis vital to review these replies from the
Hungarian tax authority, which creates
more administration for the colleagues
dealing with the online invoicing system.
In our experience, the Hungarian tax
authority's system still needs some deve-
lopment (asking for invoices submitted
or issued to taxpayers could be refreshed
and further developed).

WTS in Hungary
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What is to come in 2020?

0n the website of the Hungarian tax
authority, developers and in-house IT
experts of taxpayers can review the

new development documentation.

By checking this website (available in
Hungarian, English and German) you

can see that the developer's documen-
tation of version 2.0 of the Online Invoicing
System as well as scheme descriptors are
available now and can be downloaded
from the Documentation menu item.

Test XMLs WADL and other auxiliary docu-
ments assisting with development will be

gradually uploaded to the website later on.

Version 2.0 of XML APl will probably be
available in the test environment with all
of its functions by the middle of October,
with the exception of the metrics query
service. As a consequence, the deadline
for the mandatory transition to the 2.0

interface shall be modified to the first
quarter of 2020 to ensure the necessary
time for preparation and testing in rela-
tion to the transition on the client side.
The Hungarian tax authority shall publish
specificinformation on the exact schedule
later on.

> Tamas Gyanyi
Partner
+361887 3736
tamas.gyanyi@wtsklient.hu
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Stefania (it 101-103.
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Digital tax just a plan, but taxation is rapidly going digital v
Authors: Lidia Adamek-Baczynska, Olga Palczewska ——

Since the EU released a proposal on tax
revenues from certain digital activities

of multinational corporations last year,

a digital tax has been discussed in Poland,
but never fully presented or implemented.

No legal framework for digital tax so far

An official note on digital tax in Poland
appeared in the long-term financial
planning report published in April 2019,
which mentioned that a digital service
tax is to be introduced from January 2020.
However, no legal framework for such

a tax has been created thus far, nor has
the Ministry of Finance issued any official
statements in this respect.

Nevertheless, the discussion on imple-
menting a digital tax in Poland is well
under way. In April 2019 the Polish Prime
Minister claimed in an interview that he
supports this tax and confirmed that a
special digital tax would be introduced

in Poland. He was, however, silent about

its structure and its date of introduction.

In September 2019 media reports said

that Poland was ready to introduce a digital
service tax but is still waiting for agreements
at the European level.

Due to the lack of official information on
the digital tax, it is difficult at this stage to
predict when, and even whether, such a tax
will be introduced in Poland.

Digitalisation of taxes going forward

Companies conducting a business activity in
Poland share a substantial portion of their
tax data via monthly SAF-T (JPK) reporting.
The data is analysed by the tax authorities
using specially designed IT tools. According
to the Supreme Audit Office's report pub-
lished in August 2019, in the first half of
2018 roughly 30% of verifications were
conducted using SAF-Ts, and the number

is increasing. Such a broad range of data
available to the tax authorities offers them
good analytical opportunities in reviewing
VAT compliance. What is more, the tax
authorities verify tax settlements without
taxpayers even knowing. This requires an
improvement of VAT compliance procedures.

Moreover, there is to be a change in respect
of VAT returns. VAT returns (forms VAT-7 and
VAT-7K) and JPK_VAT files are to be replaced
with one single JPK document. Consequently,
Polish VAT taxpayers will not submit VAT
returns, instead, one single JPK file will

be submitted electronically (so called
JPK_VDEK) as of:

WTS in Poland

> 1April 2020 - for large enterprises, and
> 1July 2020 - for microenterprises and
SMEs.

one single JPK file
will be submitted
electronically

Paper-based administration is less and

less common in Poland. It is worthy of note
that as from 18 April 2019 new electronic
invoicing (e-invoicing) rules apply in Poland
to B2G transactions related to public procure-
ments. For the purpose of the new rules,
the Polish Ministry of Entrepreneurship and
Technology has developed and launched

a platform for processing and exchanging
e-invoices (PEF platform). Through this plat-
form it is possible to receive and send
e-invoices from businesses to public insti-
tutions. Under the new requlations, all
government institutions must be ready to
receive e-invoices in public procurements

in the structured format (XML structure) via
the PEF platform.

from 18 April 2019
new electronic
invoicing rules
to B2G transactions

PEF platform

For now, though, electronic invoicing is not
required in either B2B or B2C transactions,
but it is really common in Poland.

> Lidia Adamek-Baczynska
Partner
+48 61 643 4550
lidia.adamek@wvtssaja.pl

> Olga Palczewska
Senior Consultant
+48 61 643 4550
olga.palczewska@wtssaja.pl

> Doradztwo Podatkowe
WTS&Saja Sp. z 0.0.
Budynek Battyk, XllI p.,
Roosevelta 22
60-829 Poznan
Poland

> www.wtssaja.pl
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Aspects regarding electronically supplied services

Author: Florin Gherghel

VAT registration for supply of electronic
services

Romania has implemented the EU provisions
regarding electronically supplied services,
namely services delivered over the internet
orvia an electronic network and rendered in
an essentially automated fashion involving
minimal human intervention.

As a general rule, in the case of electroni-
cally supplied services by EU companies to
Romanian non-taxable persons (e.q. indi-
viduals), the place of supply is the place
where the customer is established and the
supplier could be required to register for
VAT in Romania.

Nevertheless, the services will be con-
sidered rendered from the country where
the supplier is established (no VAT regis-
tration is required in Romania), if the fol-
lowing conditions are fulfilled cumulatively:

> the supplieris established in a single EU
Member State;

> theservices are rendered to non-taxable
persons established in any other EU
Member State, except the state of the
supplier;

> the total value of the rendered services,
without VAT, does not exceed EUR 10,000
(RON 46,337) in the calendar year and
did not exceed EUR 10,000 in the pre-
vious calendar year either.

If the value of the supplied services exceeds
the EUR 10,000 threshold, the place of
supply of these services will become the
country where the customer is established
from the moment the threshold is exceeded,
and the supplier could be required to regis-
ter for VAT in Romania.

Irrespective of the above, if the EU supplier
is registered as a supplier of electronically
supplied services in its country, the EU
supplier is no longer required to register
for VAT purposes in Romania for the supply
of such services to Romanian non-taxable
persons.

Supply of e-books - VAT implications
The supply of the digitalised content of

books is considered an electronically
supplied service and, consequently,

such supply represents a service and not
a delivery of goods from a Romanian point
of view.

Consequently, the reduced VAT rate of 5%
(applicable in general to the supply of
books) is not applicable and, therefore,
the reqular 19% VAT rate is applicable to
the supply of e-books by Romanian supp-
liers to Romanian entities.

Online communication with tax authorities

Almost all tax returns (submitted monthly /
quarterly / yearly) must be submitted
online, and an electronic signature must
be obtained for this.

A company can also have access to its
private virtual space in order to check the
status of submitted tax returns and paid
taxes. Thus, a company can obtain online
certificates attesting that it does not have
outstanding tax liabilities (such certificates
are useful, for example, when a company
takes part in a bidding process).

Financial statements can also be submitted
online using the same electronic signature.

Besides the online submission of tax
returns, official communication with the
tax authorities can only be performed by
submitting various requests directly to the
registration office of the tax authorities or
by post.

The tax authorities do not have access to
the accounting systems of the companies
or to the invoices issued by the companies.

> Florin Gherghel
Tax Manager
+40 748 026 865
florin.gherghel@ensight.ro

> Ensight Finance
25 Alexandru Constantinescu St.
011471 Bucharest
ROINENIE!

> www.ensight.ro
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Latest changes regarding VAT on e-services

Author: Ekaterina Kurochkina

The concept of VAT on e-services was intro-
duced into Russian tax law in 2017 by
Federal Law NQ 244-FZ (hereinafter: Law).
Itintroduced VAT for electronic services
alongside defining electronic services for
Russian tax purposes. These rules came into
force from 1 January 2017.

Obligations for foreign providers from
2017

According to the Law, foreign providers of
e-services were obliged to pay VAT from
sales of e-services to Russian individuals.
Sales of e-services to legal entities and
individual entrepreneurs before 1 January
2019 were under general rules, stating
that such persons are obliged to pay VAT
as tax agents.

If a foreign entity provides electronic ser-
vices to Russian customers through a foreign
entity engaged under commission agree-
ments, agency agreements or other similar
agreements, and this foreign entity partici-
pates in settlements directly with Russian
customers (foreign intermediaries), such
foreign intermediaries shall pay the VAT
instead of the digital service provider.

The Law established an obligation for the
foreign providers of e-services and foreign
intermediaries to be registered with the
Russian tax authorities through a special
internet portal (https://lkioreg.nalog.ru/en).
If a foreign provider of e-services acts
through a foreign intermediary, only such
foreign intermediary should be registered.

Description of digital services

According to the Law, digital services are
determined as services provided over the
internet or other similar electronic net-
works. There is an extensive list of digital
services covered by the Law, including, inter
alia:

> provision of rights for use of software,
databases

> sales of electronic content

> provision of trading platforms

> provision of domain names, web hosting
services

> broadcasting of TV or radio channels

> provision of advertising services on the
internet

> data storage and processing, etc.

Itis important for foreign legal entities

to organise sales of electronic services to
Russian consumers accordingly. Itisimpor-
tant to understand the role of the foreign
legal entity in the sales chain (a service
provider or an intermediary involved in
the payment, for example an agent,
commission agent, attorney, etc.). These
circumstances influence their obligation
to be registered for Russian VAT purposes.

Latest changes in legal requlation of
electronic VAT

Currently, from 1 January 2019, foreign
electronic service providers as well as
foreign intermediary legal entities provid-
ing electronic services to Russian legal en-
tities and individual entrepreneurs are
obliged to have an Online Personal Account
on the special internet portal and pay VAT in
respect of B2B and B2C.

Registration claims should be submitted

to the Russian tax authorities via the men-
tioned internet portal no later than 30 days
after the service provision commences.

In the case of such electronic registration,

it should be mentioned that the company
shall be fully liable for Russian VAT on the
sale of goods and services on the territory
of the Russian Federation since it must have
a Russian tax ID (for example consulting
services for Russian companies or the sale
of goods in Russia).

We assume that foreign companies provid-
ing or participating in the provision of elec-
tronic services should be prepared to meet
the requirements of Russian VAT legislation.
They should take into consideration the
rules on the VAT taxation of electronic
services and consider following the steps
below:

> Analyse the foreign company's activities
to identify operations which may be
subject to VAT on electronic services;

> Assess the possibility or necessity of
changing the business model to comply
with the VAT rules and mitigation of tax
risks;

> Consider modifying the mechanism for
VAT payments in supply chains;

> Analysis and development methods for
the separate accounting of input VAT for

Russian companies purchasing electronic

services from foreign customers.

WTS in Russia
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Clarifications by the Russian tax authorities

0n 24 April 2019 the Russian Federal Tax
Service published an official clarification
letter, which reveals an updated approach
for VAT on sales of e-services, which is
favourable for foreign companies.

According to the clarification letter of

the Russian Federal Tax Service issued on
24 April 2019, N2 SD-4-3/7937@ a foreign
company is not liable to pay VAT on VATable
sales of e-services and non-e-services if its
Russian customer paid the VAT acting as a
tax agent. If such foreign company did not
perform other VATable transactions during
the reporting quarter, the VAT return should
be submitted with zero indicators.

However, this clarification letter does not
contain any comments regarding the right
to refund such amounts of VAT paid by
Russian customers as tax agents. Given
that the Russian tax authorities did not
publish any contrary position regarding
this issue, we recommend applying the
conservative position mentioned in the
Russian Minfin's letter as of 24 October
2018, N2 03-07-08/76139, according to
which such amounts of VAT should not be
refunded.

We assume that the latest letter from the
Russian Federal Tax Service contradicts
Russian tax law and previously published
positions. Therefore, we expect that in the
near future the Russian Minfin and Federal
Tax Services will publish more detailed
explanations because the current version
of the comments may lead to additional
disputes and uncertainty.

Nowadays, the Russian business community
and the Russian tax authorities are dis-
cussing the possibility of amendments to
the rules governing the payment of VAT on
the sale of electronic services. These discus-
sions concern the possibility of introducing
the concept of qualified tax agent into the
Russian Tax Code. A qualified tax agent will
mean the Russian organisation receiving the
right to act as a tax agent when purchasing
e-services from a foreign organisation and
reaching the amount of taxes payable in this
foreign organisation. The value of taxes
payable will subsequently be established

by the Russian government.

WTS Global VAT Newsletter Q4/2018 has information
regarding the former Russian VAT regulations for
electronic services but since its publication the rules
regarding e-services have changed, and so some
very important explanations were issued by the
Russian tax authorities.

> Ekaterina Kurochkina
Senior Manager
+7 9151858619
ekurochkina@althausgroup.ru

> ALTHAUS Consulting
Proyektiruemy proezd 4062, 6,
bldg. 2, floor 2
115432 Moscow
Russia

> www.althausgroup.ru/en
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The E-Taxes portal
Author: Bojan Radojicic

The Tax Administration, which operates
within the Ministry of Finance of the
Republic of Serbia, has enabled the
electronic filing of certain tax returns
through the "E-Taxes" portal since 2014.
The cycle of translating paper tax returns
into electronic ones was completed in
2018, which means that since then, all

tax returns can be submitted electronically.

The electronic filing of tax returns is regu-
lated by the Rulebook on filing tax returns
electronically.

High security standards

The E-Taxes portal is a collection of elec-
tronic services of the Tax Administration
of the Republic of Serbia, which enables
all taxpayers to submit online tax return
forms with digital signatures, follow up
on the status of sent returns and obtain
insight into the tax card of a taxpaver,
with the purpose of fulfilling obligations
towards the Tax Administration more
quickly and easily. This system meets
high security standards, which enable
safe and uncompromised electronic data
transfers.

The portal enables taxpayers to fill in,
sign and send tax return forms to the Tax
Administration. Furthermore, taxpayers
can adjust their accounting software to
upload files automatically in an appro-
priate format (XSD schemes and XML
samples available in Instructions and
forms), sign them digitally and forward
them to the Tax Administration through
the E-Taxes portal.

Free of charge

The portal facilitates access to the tax
cards of taxpayers and to the integrated

register of taxpayers, and enables the re-
viewing of tax returns already submitted
online. It also provides taxpayers with

a give/revoke authorisation service for
e-business. All activities which the tax-
payer undertakes via the E-Taxes portal
are free of charge.

The submission of electronic tax returns is
limited to revenues administered by the
Tax Administration (e.g. VAT returns, salary
tax returns, corporate income tax returns,
personal income tax returns, property tax
returns, excise duty tax returns, etc.). It is
interesting to note that during 2018 an
average of about 525,000 electronic tax
returns were filed on a monthly basis.

In addition to electronic tax filing services,
taxpayers also use the electronic filing and
processing service to request balances on
their tax accounts. Since this electronic
service was established, more than seven
million query requests regarding the
balances of tax accounts have been filed
and processed through the E-Taxes portal.

> Bojan Radojici¢
Managing Partner
+381 6070 330 40
bojan@wtsserbia.com

> WTS Tax and Finance Ltd.
Vojvode Stepe 32
11000 Belgrade
Serbia

> www.wtsserbia.com
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Taxation of and accounting for virtual currencies

Author: Lukas Moko$

To ensure a unified interpretation of legis-
lative requirements in relation to taxing
income from a sale of virtual currency, the
Ministry of Finance of the Slovak Republic
has issued Methodological Guideline No.
MF/10386/2018-721.

According to this quideline, a virtual cur-
rency (or crypto-currency) means a digital
carrier of value which is neither issued nor
guaranteed by any central bank and/or
public authority and is not necessarily
linked to any legal tender, has no status

of a currency or money, but is accepted by
some natural or legal persons as a means
of payment, and which may be transferred,

stored and/or purchased/sold electronically.

Virtual currencies in relation to Income
Tax Act

Any income (earnings) resulting from a

sale of virtual currency is subject to tax, is
not exempt from the tax, and is therefore
considered taxable income pursuant to

Act No. 595/2003 Coll., on Income Tax, as
amended by the amendment effective from
1 September 2019 (hereinafter referred to
as the "Income Tax Act"). For the purposes
of taxation under this quideline, a sale of
virtual currency means any exchange, e.q.
an exchange of virtual currency for any
assets or an exchange of virtual currency
for a provision of service and/or for another
virtual currency, as well as its transfer for
consideration.

For taxpayers who are natural persons and
have not included the virtual currency in
their business assets, any income from its
sale is considered other income pursuant to
Section 8 of the Income Tax Act. The taxable
income earned can be decreased by any
demonstrably incurred expenses related

to earning the income; if the expenses are
higher than the income earned, however,
the difference is not taken into account.

For taxpayers who establish their tax base
pursuant to Section 17(1) of the Income
Tax Act, i.e. whose taxation is based on
accounting, the income resulting from

the sale of the virtual currency is taxable
income and is reasonably viewed as
income resulting from financial assets.
When calculating their tax base or tax
loss, such taxpayers determine their
profit/loss based on accounting and/or the
difference between income and expenses.

The resulting profit/loss or the difference
between income and expenses shall
then be transformed into the tax base
using the provisions of Sections 17 through
29 of the Income Tax Act. Based on those
provisions, taxable expenses may be
deducted from the income earned from
the sale of virtual currency in accordance
with Section 19 of the Income Tax Act, up
to the amount of income from the sale,
on a reasonable basis in accordance with
the provisions of Section 19(2)(f) of the
Income Tax Act.

Virtual currencies in relation to VAT Act

Trading with virtual currencies is considered
a financial transaction, and as such is exempt
from value added tax in the EU, based on
the judgement of the European Court of
Justice. Notwithstanding the above state-
ment, VAT may be applicable to virtual
currencies if they are used to pay for
purchased goods and services, since such
transactions are subject to VAT as if the euro
was used as the transaction currency.

Virtual currencies in relation to Accounting
Act

Virtual currencies are valued as follows:

> Acquisition price, if the currency was
acquired by means of a purchase

> Fairvalue, if the currency was acquired
by exchange for another virtual currency

For accounting purposes, virtual currencies
acquired for consideration are viewed as
other current financial assets. Any increase/
decrease in a virtual currency is accounted
for using the accounts of the Current
Financial Assets group of accounts (25)
created by the accounting entity, e.q.
account 258 - Virtual Currency.

Sub-ledger accounts are created for indi-
vidual virtual currencies. For the virtual
currency acquired via mining, a dedicated
sub-ledger account is created as at the day
of its exchange for other assets or services.
To account for any decrease in the virtual
currency as expense, account 568 - Other
Financial Expenses is debited. To account
for any increase in the virtual currency as
income, account 668 - Other Financial
Income is credited.

continued on the next page
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fair value of
a virtual currency

When calculating the fair value of a virtual
currency according to Section 27(13) of

Act No. 431/2002 Coll., on Accounting, as
amended by the amendment effective from
1 October 2018 (Accounting Act), nominated
in foreign currency to euro, the procedure
pursuant to Section 24(2)(a) of the Account-
ing Act shall be used. Any differences in
value resulting from the valuation of the
virtual currency and the conversion of the
virtual currency to euros shall, based on
their characteristics, either be debited to
account 568 - Other Financial Expenses, or
credited to account 668 - Other Financial
Income.

> Lukas Mokos
Tax Advisor
+421 2 571042 66
lukas.mokos@mandat.sk

> Mandat Consulting, k.s.

Namestie SNP 15
81101 Bratislava
NVELE!

> www.mandat.sk

As at the date of the financial statements,
virtual currencies are not valued at fair value
and/or market value.

Mining

In relation to crypto-currencies, we
often hear about their mining. Mining
crypto-currency (virtual currency) is
another way to acquire it, which differs
from a direct purchase of crypto-cur-
rency. The mining of crypto-currency,
e.g. bitcoin, may be described as the
provision of computational capacity on
high-end hardware for tasks related to
the crypto-currency (e.g. to verify wheth-
er transactions associated with the
crypto-currency are true), in return for
consideration in the form of a fraction
of crypto-currency (virtual currency).
Crypto-currency may be mined by non-
entrepreneurs as well as entrepre-
neurs. In the case of crypto-currency
we may thus encounter a situation
where, initially, a particular non-entre-
preneur or entrepreneur owns no
crypto-currency, and they acquire it
through mining.

Have you read?

wis

wts CEE Europe

Ukraine.

Registration of Ultimate Beneficial Owners in Central and Eastern

The 2019 summer issue of WTS CEE Tax Bridge focused on new develop-
ments with respect to the registration of UBQOs in twelve Central and
Eastern European countries: Austria, Bulgaria, the Czech Republic,
Estonia, Hungary, Latvia, Lithuania, Poland, Russia, Serbia, Slovenia and

If you are interested in the publication, please send us an email to the

esther.lausek@wtsklient.hu email address!
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E-communication with tax authorities making progress

Author: Mateja Babic

E-communication with tax authorities in
Slovenia dates back to 2006, when the
"eDavki" platform (eTax in English) was
introduced as the state's tax e-platform.
Since then it has been the main communi-
cation platform between taxpayers and
the state. It is free and easy to use.

Stages of introducing the eDavki platform

Initially, you could only submit the most
common and simple tax forms, such as
VAT reports. Over time the platform has
developed significantly, and nowadays

all communications with the tax authorities
can be handled via this platform. Last year
the mobile version of eDavki for natural
persons was introduced, reminding them
of their tax due. The eDavki platform is a
secure online electronic service equivalent
to a paper-based framework.

For corporate taxpayers, use of the eDavki
platform is obligatory since many forms and
reports can only be submitted electronically.
The tax administration also only delivers
tax decisions for corporate taxpayers online
via the eDavki platform. Such tax decisions
are deemed delivered to the taxpayer after
15 days when they are uploaded to the
eDavki platform, if they were not signed
and delivered before. Even if a corporate
taxpayer, such as a company or entrepre-
neur, has no access to the eDavki platform,
the deadlines for any appeals still run and
this can result in significant problems.

Advantages of eDavki

The platform enables many taxpayers to
enjoy paperless communication and essen-
tially to fulfil tax obligations from anywhere
in the world. The eDavki advantages are:

> Filling out tax forms is faster and easier
(with built-in help and Contextual Checker
tools;

> Ability to submit documents 24 hours
a day, 7 days a week, without postal
charges and regardless of your geo-
graphic location;

> Insightinto your debit card;

> Data transfer directly from accounting
systems to eDavki through online ser-
vices;

> Easy authorisation between users and
other taxpayers.

The only requirement for using the free e-
Davki platform is a special e-certificate
SIGEN-CA issued by the Ministry of Internal
Affairs, or any other e-certificate issued by a
Slovenian bank or the Slovenian post office.

Electronic commerce via eDavki does not
create new liabilities for taxpayers, it
enables existing tax liabilities (mainly sub-
mission of documents) to be fulfilled in an
easier and more convenient way.

Possible national digital tax in September
2020?

The Finance Committee of the Slovenian
Parliament made a proposal at their meet-
ing in June to introduce a tax on digital ser-
vices by autumn 2020. The Ministry of the
Finance is obliged to prepare a draft of the
Digital Tax Act by April 2020.

Foreign rules on invoicing for telecommu-
nication services only above the threshold

To provide relief for companies with a small
volume of cross-border telecommunication
services, broadcasting and electronic servic-
es, a threshold of EUR 10,000 has been
introduced as of 1 January 2019, under
which a service provider with a registered
office or residence in Slovenia can use rules
on the place of taxation in accordance with
the Slovene VAT Act to supply services to
users.

If a taxpayer decides to apply the rules on
the place of supply of services in accordance
with the principle of the Member State of
consumption, he must indicate in the regis-
tration form for the special arrangement
(EU-M1SS-Reqg form) that he has decided for
voluntary inclusion.

continued on the next page
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The taxpayer must submit to the tax autho-
rity a report on the total value of the tele-
communication services, broadcasting and P
. . . ) ; artner

electronic services, including VAT, provided
. . +386 59 071 705
in the previous calendar year by each Mem-
ber State. There must also be an electronic
statement of gllglblllty for detgrmlnmg the > WTS TAX d.o.0.
place of taxation of those services by the .

. Zanova ulica 3
provider by 31 January of the current year, "
; . . 4000 Kranj
in relation to the previous calendar year.
The report and statement must be submitted
electronically via eDavki (VAT-TBE form).
Small taxpayers not registered for VAT pur-
poses also have to submit the VAT-TBE form.

> Mateja Babic

mateja.babic@wts-tax.si

Slovenia

> Www.wts-tax.si

Contact us!

With representation in 130 countries, WTS Global has already grown to a leadership position as a
global tax practice offering the full range of tax services and aspires to become the preeminent
non-audit tax practice worldwide. WTS Global deliberately refrains from conducting annual audits
in order to avoid any conflicts of interest and to be the long- term trusted advisor for its international
clients. Clients of WTS Global include multinational companies, international mid-size companies
as well as private clients and family offices.

The member firms of WTS Global are carefully selected through stringent quality reviews. They are
strong local players in their home market who are united by the ambition of building a truly global
practice that develops the tax leaders of the future and anticipates the new digital tax world.

WTS Global effectively combines senior tax expertise from different cultures and backgrounds and
offers world-class skills in advisory, in-house, regulatory and digital, coupled with the ability to
think like experienced business people in a constantly changing world.

If you would like to contact a member of our network directly, please visit wts.com.
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This WTS information does not constitute advice and it serves only to
provide general information about selected topics.

Any information contained herein shall thus not be considered
exhaustive, and nor may it be relied upon instead of advisory services
in individual cases. We accept no liability for the accuracy of the con-
tent.

Should you have any questions regarding the above or any other pro-
fessional issues, please do not hesitate to get in touch with your WTS
advisor or use any of the contact details below.

WTS Klient Hungary is the coordinator within WTS Global for
the Central and Eastern Europe Region. We focus on regionally
important topics and support our multinational clients head-
quartered in the region. Our clients always have one lead
partner for all the countries involved in a project, so they
receive a solution from one source but drawing on the know-
ledge of all the colleagues from different countries.

Our latest publications

7 June 2019

wis klient newsflash s

Summer 2019 amendments to tax laws - Summary for decision-makers

oné
a5 E0 legal tation. also
important fordecsion-makers i Hungary.

August 2019

wts

wts klient newsletter s

WTS Klient Hungary

Personalincome tax
Mothers aising or having ased at leastfouroftheir own children
oradopted childrenn their own household are entitled o felong
exemption from personalincome tax on thei working income.

Sodal contribution tax

According o the Hungarian Minister of Finance, thesocial contr
bution tax willal fiom 19.5% 10 17.5% from 1y

Top-up obligation

Based on the summer 2019 amendments 1 tax laws, the obl-

var
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from 185 10 5%. b
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eyesertyhatwesentoutourktet Author: Zoltdn Lambert
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Three wishes regarding rationalisation of the Hungarian tax regime

Advertsing tax

The rate for advertising tax willfal, temporarly, to 0% from

gationto top up
the anovation contibution. A their discetion, taxpayers can opt
10109 up thir taxfor the 2019 fscal year, and i they o0 then
they can allocate part of thei tax. To safeguard the liguidity of
local governments in Hungary, the obligation 10 top up tax
advances remains n place for [ocal business tax (or taxpayers
generating at least HUF 100 millon - roughly EUR 312000 - in
o

esnasuel
Heaithsenice contribution

Wetogeyaurectedneyedon
‘The amount of the contribution is 1o rise from 1 January 2020 iegeral revlerten e ungarian tax regime
from HUF 7,500 (EUR 23) a month (HUF 250 - EUR: =
o “tros | HUNGary 3
Accounting

By using acaruals and deferrals the legisiators
accounting ofsles revenue with therelated cost
in accordance with thei actua performance, g

Corporatetax

The rules on tax groups were spedified in more detail Entites
aunching actiites during the year can ak,for example, tostart
ther corporate taxpayer status as 2 member of 3 corporate tax
group. Moreover,the interest deduction lmitatio for members
of orporate tax roups s to change, and the legistatorhas i
fied that transfer picing ules do apply o the members of or-
porate tax groups fo thei transactons ouside the group. The
fequirement fo group members to use the same bookkeeping
cuttencyis o be abolished.

Local business tax

Asaresultor Lianuary
020,

invoicing

tox regime” cation ideas.

e s we elabarated and where are we in terms of achieving them?

Tax and
Investment Facts

The simplified entrepreneuial tax (€VA) in Hunge
continued from 1 anuary 2020.

@, Our most important recommendations
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ant change req

AGlimpse at Taxation and
The bill educes the rateforsmallbusiness tax (€1 Investment in Hungary
axaduances rom 13% 10 12% fom L lanuary 20, 51

s Hungarian tax administration n terms of thelr impact:

ExHO

The bill would allow employees of international
sations to hoose the simplified contibutionto g

(EKHO). Al . a5 part of sports dip

5ubiMita return via the NAV in Hungary i the taxpayer's retun s
cortet . if any erfors indicated automatically by the system
used o complete thereturn are corrected by the taxpayer.
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