LIPIA

Legal Services

Tirana - Pristina - Ljubljana - Skopje - Podgorica

Newsletter

January 2020

Chinese citizens excluded from Type C Visa regime
Fiscal package 2020 in Albania

Tax Procedures

Value Added Tax

Personal And Profit Tax

National Taxes

TAX FREE Real Estate Donation to Family Members

© LPA, Newsletter, January 2020



LIPIA

Legal Services

,,,,,,,,,,,,, ~Ljublana - Skople - Podgorica

Elda Llambi

Newsletter January 2020

Chinese citizens excluded from
Type C Visa regime

In December, the Albanian Government
has approved new amendments in the
Laws “On Foreigners” by which are affected
the Chinese citizens.

According to the new changes, starting
from January 2020, Chinese citizens are
not obligated anymore to obtain Type C
Visa to enter Albania for short terms tour-
iSm visits m
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Fiscal package 2020 in Albania

In complementing policies to minimize the
informal economy in Albania, improving tax
revenue collection, but also in terms of adapt-
ing tax legislation in line with latest techno-
logical developments, in particular the imple-
mentation of the mechanism known under

the legal initiative named as "Improving the
Management Module of Biling Control
(Fiscalization)" has been introduced by the
Ministry of Finance and Economy a comple-
mentary set of legal changes affecting both
the law on tax invoice procedures and related
services with it, but also the chapter of the
VAT law, which describes the VAT tax invoices
and other related documents, as well as the
income tax law.

In such terms the provisions that provide
the elements of tax invoice, method of
invoicing, and control of cash transactions
through the system of fiscal cash registers
specified in the law no. 9920, dated
19.5.2008, "On tax procedures in the
Republic of Albania” were amended. Now
such aspects are specified in the law on
invoice and turnover monitoring system
which has changed the invoices and trans-
action monitoring system in Albania.

For the first time in Tax Package
2020 is introduced to be
applied the generation of an
automatic VAT declaration,
where the taxpayer is left with
the duty of only its certification
or correction if it has not stated
correctly in the sales and
purchase books.

Meanwhile, a relief in the daily routine
related to the situation of liquidity shortage
of businesses is improved by 2020 tax
package in relation to the tax liability offset
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with the VAT credit balance, which serves as
for the latter one, but also facilitates cash
flow of taxpayers in a situation where there
is a lack or insufficiency of liquidity.

Also, for the first time there is an incentive
for the automotive industry to reduce
their profit tax rate by 3 times with the
actual one, by applying it since 2020 to the
level of 5% of taxable profit.

On the other hand, the 2020 tax package
excludes VAT on electric motor vehicles
also next to the introduction of cars that do
not pollute the environment, but also add
more value to the economy. Promoting
investment in the automotive sector will
also contribute to increasing the number of
businesses operating in the field, as well as
creating new jobs.

One of the expected incentive is for legal
entities that make a taxable annual profit of
over ALL 100 million, in relation to amounts
sponsored in the field of sport, recognized
as deductible expenses, which for the
purpose of calculating the tax on profit for
fiscal year, are deductible triple the value of
the sponsored amount.

But also, for large investors another dedi-
cated policy is considered where those
investors, who invest in business projects
over 1 billion ALL, carry forward the losses
for a 5-year period.

This incentive is proposed as these invest-
ments with significant value and that gener-
ally have a significant extent over time, have
the opportunity to cover the resulting
losses with profits in the next five tax
periods. In the meantime, due to concerns
about tax equality disruption, it turns out
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that the number of employees working in
more than one job for 2018 is 31,737
employees and for the 9-months of 2019 is
35,558 employees. Given the tax adminis-
tration's findings and analysis, that this
form of employment in two job posts has
served to avoid progressive payroll tax, the
Individual  Annual Income Declaration
(DIVA) non-filing exemption for individuals
who fall in this category of employment
situation has been
denied.

Since January 2020
around 36 thou-
sand individuals
who are employed
by more than one
employer even |
though do
not meet
the legal
criteria of

annual income over 2 million ALL per year
will declare their annual individual income
and pay the tax based in the progressive
rates.

Changes to the national tax law have
addressed concerns about specifying the
value of the vehicle for the criteria that a
vehicle must meet to be considered a
luxury vehicle, depreciating the value of the
vehicle by 10% of its residual value, and by
adding the category of persons with
disabilities to be exempt from the annual
tax on used vehicles.

Below are the legal changes that will take
effect from January 2020, where initially are
the tax procedures, followed by VAT,
Income Tax and finally are the changes to
National Taxes m
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TAX PROCEDURES

CHANGES/IMPROVEMENTS IN 2020
(APPLIED FOR THE 1*t TIME IN 2020)

CLARIFICATION
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ENTRY IN FORCE

An amendment to the articles referring ~ Given the effect that the law will have on January 2020
to the tax invoice terminology as well as  the invoice and circulation monitoring
the abrogation of the articles describing ~ system by changing the invoice and
the tax invoice; issuance of tax invoice; transaction monitoring system, changes
production and distribution of tax to the law are then reflected (articles 41,
invoice; tax invoice prepared by the 46, paragraph 4 of article 57, article 58,
buyer; tax voucher; the obligation touse 71, 80). Abrogation of point 3, article 48,
fiscal equipment and to deploy circula-  as well as articles 49, 50, 51, 52, 53, 54,
tion monitoring systems; control of the 55 and 56
automatic system of data collection of
fiscal devices.
The taxpayer's amendment of the tax ~ Changing the Declaration within 36 January 2020
return is limited to one time only, and ~ months had no restriction on its change.
the provisions of the income tax law  This amendment is made to Article 67 of
regarding the amendment of the  the Law. Except as provided in the first
individual annual income statement are ~ paragraph of this point, a taxpayer's
unified. For tax declaration "Pay list of ~ declaration may be amended by the
social security, health insurance and  taxpayer in any event where he has to
personal income tax from employment",  declare a tax liability greater than the
taxpayer is entitled to correct only 1 obligation resulting from the control.
(one) time within the first month after
the declaration. The individual taxpayer
is entitled to correct the "Individual
Annual Income Declaration" for clarifica-
tion, up to two times without being
penalized, within 3 (three) months of
submission of the statement.
Itis proposed the possibility of offsetting ~ Amendment to Article 75, point 4, January 2020
tax liabilities with the credit standing ofa ~ enabling the amendment only after the
taxpayer approval of the heads of the responsible
institutions for collecting tax liabilities
At the request of the tax administration,  Addition of point 2 to Article 75/1, which January 2020

the installment payment agreement
may also relate to obligations that the
tax administration has on taxpayers in
special cases, such as: approved claims
for VAT refunds, as the parties have
previously —agreed to installment
payment plan of this obligation.

stipulates that the tax administration's
obligation to the taxpayer is considered
settled and interest-arrears do not
apply. The procedures and criteria for
the implementation of this point shall be
determined by decision of the Council of
Ministers. The provisions of this clause
apply until 30.06.2021
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VALUE ADDED TAX
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TAX FREE Real
Estate Donation
to Family
Members

On 18.12.2019 the Parliament
adopted the Law 84/2019 “For
some additions and amendments
to Law 8438, dated 28.12.1998
“On Income Tax".
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The new amendment, provides that the
transfer of property rights to family mem-
bers under a Donation/Gift Contract will be
considered as tax-free transaction.

As of January 2020, the 15 % tax exemption
on property transfer will be applied only in
cases when a property is donated between
the family line: husband, wife, children’s and
only once to one beneficiary.

Published in the official gazette no. 184
dated December 315 2019.
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LEADING LAW
FIRM IN ALBANIA
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AREAS OF PRACTICE

Corporate/M&A Banking and Finance Energy & Infrastructure
Immigration and Privatization Commercial Projects Bankruptcy -
E Tax Insolvency - Restructuring
mployment o o
- Property and Real Estate Litigation and Arbitration
Competition

Intellectual Property
Antitrust and Unfair

Aviation
Administrative Procedures and
Appeals

Insurance
Internet Law
Debt Collection

LPA LEGAL refers to one or more of LPA LEGAL Network in Slovenia, Montenegro, Macedonia, Albania or Kosovo.
Legal and Professional Services Albania is a limited liability company"LLC),its regional network of member Flrms, and their related entities. Each of its member
Firms are legally separate and independent entities. LPA (also referred to as "LPA NETWORK") does not provide services to clients. Please see

www.lpalbania.com/about to learn more about our regional network of member firms.

LPA LEGAL provides, legal consulting, financial advisory, due diligence services, tax and related services to public and private clients spanning multiple industries.
Our Network serves more than 50 companies of Fortune Global 5000 companies in more than 5 countries and territories bringing exceptional capabilities,
insights, and high-quality service to address clients' most complex business challenges.

To learn more about how LPA LEGAL NETWORK approximately 120 professionals make an impact that matters,
please connect with us on Facebook, Linkedin, or Twitter.

This communication contains general information only, and none of LPA LEGAL, its member firms, or their related entities (collectively, the "LPA Network" is, by means of
this communication, rendering professional advice or

services. Before making any decision or taking any action that may affect your finances or your business, you should consult a qualifed professional adviser. No entity in
the LPA Network shall be responsible for any loss whatsoever sustained by any person who relies on this communication.
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