Albania

To keep you up-to-date with the latest economic and
financial developments, this bulletin prepared by our
Tax Team provides information that may affect the
operation of your business in Albania.

The Minister of Finance, by beginning of November
2011, issued two instructions amending existing
Instructions on VAT and Income Tax.

Amendment to Instruction no. 17, dated 13.05.2008
“On Value Added Tax”

Instruction no. 25, dated 08.11.2011 introduces some
clarifications on application of “reverse charge
mechanism” in case of services provided to Albanian
taxpayers by foreign suppliers, as follows:

if the Albanian taxpayer provides only VAT
exempt supplies, it may not deduct the input
VAT applied in the reverse charge invoice;

if the service rendered by a foreign supplier to
an Albanian taxpayer is VAT exempt in
Albania, the reverse charge scheme is not
applicable;

if the place of supply of services from a
foreign service provider is deemed to be in
Albania, the foreign service provider becomes
liable to appoint a VAT representative in
Albania, irrespective of the turnover (i.e. the
threshold rule shall not apply).

LEGAL . TAX

The Instruction determines also (i) the categories of
services which shall be considered as supply of
medical services subject to VAT at 10%; (ii) the
categories of educational services which are VAT
exempt; and (iii) introduces new rules on formalities
for documenting the return of products exported by
Albanian taxpayers, through issuance of a credit note.

Amendment to Instruction of Minister of Finance
no. 5 dated 30.01.2006 “On Income Tax”

One of the changes that Instruction no. 24, dated
07.11.2011 (amending Instruction no. 5/2006)
introduces affects the contributions in cash to a
commercial company by individuals in the ambit of
share capital increase.

Under the provisions of Income Tax Law, whenever
the income serving to pay such contributions has not
been subject to taxation at the moment of share capital
increase, the individual should pay the 10 percent tax.
The procedures of declaration and payment are
indicated in the Instruction no. 5/2006 as amended. The
tax office issues a certificate confirming that the said
income has been subject to taxation.

The novelty of Instruction no. 24/2011 is that the
National Registration Center will not proceed with the
increase of share capital if the above mentioned
certificate is not presented.
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The other amendment introduced by the Instruction no.

24/2011 regards the rate of interests to be paid by the
taxpayer under the new rules on payment of tax on
profit installments.

According to the latest amendments to Income Tax
Law, a taxpayer can request the reduction of tax on
profit installments at any time during the taxable
period, provided that the tax on profit for the current
period will be lower compared to the previous period
or the period preceding this one.
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To avoid any potential abuse with the taxpayer’s right
for reduction of tax prepayments, the law requires the
taxpayer to pay interest (at a rate to be defined by the
Minister of Finance) if the tax on profit shown in the
annual declaration differs from the prepaid tax amount
by more than 10 percent.

Instruction no. 24/2011 specifies that such interest
shall be 5 percent.
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If you wish to know more on issues highlighted in this edition, you may approach your usual contact at our firm or the
following:

info@bogalaw.com

Tirana Office

Deshmoret e 4 Shkurtit str.

P.O. Box 8264

Tirana, Albania

Tel +3554 225 1050/225 1022
Fax +3554 225 1055

Pristina Office

Nene Tereza str.

Entry 30, No. 5
Pristina, Kosovo

Tel +381 38223 152
Fax +381 38223153

The Tax Alert is an electronic publication edited and provided by Boga & Associates to its clients and business partners. The
information contained in this Tax Alert is of a general nature and is not intended to address the circumstances of any particular
individual or entity. The Tax Alert is not intended to be and should not be construed as providing legal advice. Therefore, no
one should act on such information without appropriate professional advice after a thorough examination of the particular
situation. Although we endeavor to provide accurate and timely information, there can be no guarantee that such information is
accurate as of the date it is received or that it will continue to be accurate in the future. You can also consult this Tax Alert on
the section “Library” of our website.

© 2011 Boga & Associates. All rights reserved.

This publication is copyrighted and is protected to the full extent of the law. Nevertheless, you are free to copy and redistribute
it on the condition that full attribution is made to Boga & Associates. If you have not received this publication directly from us,
you may obtain a copy of any past or future related publications from our marketing department (marketing@bogalaw.com) or
consult them in our website (www.bogalaw.com). To unsubscribe from future publications of “Tax Alert”, please send
“Unsubscribe” by replying to our email accompanying this edition.

Boga & Associates

Boga & Associates, established in 1994, has emerged as one of the premiere law firms operating in Albania. During the years,
the firm earned a reputation for providing the highest quality of legal, tax and accounting services to its clients in Albania and
Kosovo.

The practice maintains its commitment to quality through the skills and determination of a team of attorneys and advisors with a
wide range of skills and experience. The extensive foreign language capabilities of the team help to ensure that its international
clientele have easy access to the expanding Albanian and Kosovo business environment.

The firm provides services to a broad spectrum of regional and local organizations, including private and public companies,
partnerships and government agencies as well as not for profit organizations. The firm services leading clients in most major
industries, banks and financial institutions, companies engaged in insurance, construction, energy and utilities, entertainment
and media, mining, oil and gas, professional services, entertainment and media, real estate, technology, telecommunications,
tourism, transport, infrastructure and consumer goods.
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