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Overview of tax changes in the Adriatic region

Slovene companies frequently operate in different 
countries in the Balkans and are thus subject to 
different tax regimes. In light of such cross border 
activities, we are presenting the most recent changes 
in tax legislation in Croatia, Serbia and Bosnia and 
Hercegovina (BiH).

Croatia

Croatia has adopted a tax reform, which is taking place 
since start of 2017, with certain changes being applicable 
from 1 January 2018 onwards.

In the area of corporate income tax (“CIT”) the tax 
rate was reduced from 20% to 18%, the tax relief for 
reinvested profit was abolished and the tax deductibility of 
entertainment expenses was increased from 30% to 50%. 
Similarly as Slovenia, Croatia has now also introduced a 
possibility of concluding advanced pricing agreements 
(APA) between the taxpayer and the Tax Authorities.

In the area of value added tax (“VAT”) new clarifications 
were issued in relation to possibility of applying option 
to charge VAT with respect the supply of real estate being 
in use for more than two years and the supply of non-
construction land when the buyer has the right to deduct the 
total amount of input VAT based on that supply. Moreover, 
the right for 50% of input VAT deduction for the purchase of 
personal cars and related supplies was introduced.

In the area of personal income tax changes are moving into 
the direction of reducing the tax burden in the form of 
higher personal allowances and changes to the taxes rates 
and tax brackets.

Serbia

Serbia is changing withholding tax (“WHT”) rules on 
services as of 1 April. Pursuant to previous rules, all services 
provided or consumed in Serbia were subject to WHT, while 
as of beginning of April, only specific types of services (such 
as market research and consulting) are subject to WHT.

In beginning of July 2018, new mandatory VAT records will be 
required. As it usually takes a few months to set up the ERP/
tax accounting software, it is recommendable that companies 
start preparations as soon as possible to be ready on time.

Serbia is also active in the area of international taxation as it 
signed the Multilateral Convention to Implement Tax Treaty 
Related Measures to Prevent BEPS with the ratification 
planned for this year.

BiH

Tax Authorities issued a new Rulebook on WHT, which 
prescribes conditions and procedure for WHT, determines 
the subject of WHT and determines what types of income 
payments are subject to WHT.

Pursuant to the provisions of the Rulebook, WHT is 
applicable on dividends and shares in profit, interest, 
royalties and other intellectual property rights, fees for 
insurance, fees for cross border telecommunications 
services. Taxpayers are obliged to submit the annual WHT 
return form to the Tax Authorities by 31st March of the 
current year for last year.

How can we help

If you would require further information on any of the 
above-mentioned topics or territories, let us know. PwC 
has offices in all above-mentioned countries as well as 
in Macedonia, Montenegro and Kosovo and can provide 
assistance in various tax related issues.
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How can we help

PwC Slovenia is activity assisting Slovene companies 
with their CbCR data gathering and subsequent 
notification procedures and can provide proper 
guidance in this regard. It is also supporting clients 
in various industries in preparing transfer pricing 
documentation, and provides consulting regarding 
existing or contemplated transactions of the Slovene 
tax payers and its compliance with Slovene and 
international legislation.
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On January 23 this year, Organization for Economic 
Cooperation and Development (“OECD”) initiated a pilot 
version of its International Compliance Assurance Program 
(“ICAP” or “Program”). 

ICAP represents a further extension of efforts in tackling 
tax-shifting activity following the adoption of Country-by-
Country Report (“CbCR”) which applies to multinational 
enterprise (“MNE”) groups with annual consolidated 
revenue of EUR 750 million or above. Most of the Slovene 
entities has facilitated this procedure for their groups 
through internal reporting. CbCR notification procedure 
shall follow with the submission of the separate attachment 
to the CIT return.

ICAP is a voluntary program meant to enhance 
transparent discussion between the MNE groups and tax 
administrations (”TAs”). Currently, eight TAs have been 
engaged in the Program: Australia, Canada, Italy, Japan, 
Netherlands, Spain, UK and US. As mentioned above, the 
Program will use CbCR data and other documentation to 
facilitate the discussion about the tax risk of MNE’s and 
consequently provide tax certainty and assurance for the 
tax payers going forward.

Should the tax risks of the MNE’s be mutually deemed low, 
the MNE group would receive an outcome letter issued by 
the TA. Furthermore, such group would not be subject to 
further compliance interventions from the respective TA for 
the period under review and the following two tax periods, 
if no material changes are identified. Matters that do not 
reach an agreement through ICAP would generally be 
treated outside the scope of the Program. APA or tax audit 
may be used afterwards if deemed necessary.

Purpose of ICAP – Better Insight, Synced 
Information and Tax Certainty

Aim of ICAP is to standardize the information, pertinent 
to assessing tax risk associated with transfer pricing, 
permanent establishment and other tax-specific risks. It 
offers a mechanism for enhanced cross-border collaboration 
between relevant TAs in their joint activities. The Program 
would enhance the TAs’ understanding of CbCR data, which 
MNE groups provided.

The Program has also defined a comprehensive timeline 
to the TA for obtainment of necessary information on the 
MNE’s cross-border activity and their overall tax position in 
order to be able to transmit tax-related risk assessment to 
the MNE group in a prompt and coherent manner.


