AS PricewaterhouseCoopers in
Estonia helps clients in finding tax
efficient business solutions and
managing tax risks.

We work together with our colleagues
in other PricewaterhouseCoopers'
offices world-wide and use our access

to international know-how and long-
term experience to quickly and
efficiently solve tax issues that arise
both locally and in foreign jurisdictions.

For more information, please see our
contact details below.

Contacts:

Villi Tédntson

E-mail: villi.tontson@ee.pwc.com
Ain Veide

E-mail: ain.veide@ee.pwc.com
Erki Uustalu

E-mail: erki.uustalu@ee.pwc.com

AS PricewaterhouseCoopers
Tax Services

Parnu mnt 15, 10141 Tallinn
Tel: 614 1800

E-mail: tallinn@ee.pwc.com
WWW.pwc.ee

Legal Disclaimer: The material contained in this
alert is provided for general information
purposes only and does not contain a
comprehensive analysis of each item described.
Before taking (or not taking) any action, readers
should seek professional advice specific to their
situation. No liability is accepted for acts or
omissions taken in reliance upon the contents of
this alert.

© 2009 AS PricewaterhouseCoopers. All rights
reserved. "PricewaterhouseCoopers" refers

to the Estonian firm of

AS PricewaterhouseCoopers or, as the context
requires, the network of member firms of
PricewaterhouseCoopers International Limited,
each of which is a separate and independent

legal entity.

PRICEWATERHOUSE( COPERS

Tax Alert

Estonia, March 2009

The Supreme Court explains the fringe benefit taxation

of use of employer's vehicle

On 3 March 2009 Estonian Supreme
Court made a decision in case 3-3-1-
93-08 that concerns the keeping of
logbook for the usage of employer's
vehicle and the calculation of the tax
on potential fringe benefits.

According to the facts of the case the
Tax and Customs Board took a
position that if the company does not
keep the logbook tracking the use of
its vehicle, this would be deemed a
fringe benefit as tax authorities
otherwise cannot determine how
much the car is used for private
purposes. Furthermore, tax authorities
were also on the opinion that the fact
that the car was kept in employee's
garage, confirms the use of the car for
non-business related activities.

However, the Supreme Court took a
position in application of Article 48
(tax on fringe benefits) of the Income
Tax Law, the burden of proof to
determine the tax object (that fringe
benefit was granted) lies on the tax
authorities. The tax authorities must
prove that the employer's vehicle or
any other assets were effectively used
or there were facts that confirm that
the vehicle or assets were used with
high probability for non-business
related activities. The fact that the
company did not keep the logbook is
not a sufficient basis to conclude that
car was not used for business
purposes.

It can be concluded from the Court's
decision that the purpose of the
logbook is the determination of the
value of the fringe benefit granted if
the vehicle has been used for non-
business related activities. If car is
used purely for business purposes,
there seems to be no obligation to
keep a logbook.

The Supreme Court additionally
explained that keeping the employer's
car in employee's premises does not
automatically mean that the car is
used for non-business related
activities. If an employee uses
employer's vehicle for non-business
activities in a way that cannot be
considered as monetary benefit and
such usage does not involve any cost
for the employer, this cannot be
considered as fringe benefit. Court
explained its standpoint by example
where an employee, without extending
the length of business trip, stops the
car to combine the private activity with
business trip.

The full text of the decision (in
Estonian) is available at:
http://www.nc.ee/?id=11&tekst=RK/
3-3-1-93-08




