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TAX

Predictable Tax Policy — Key to Reform and Digitalization

Predictable tax policy, along with timely consultations with
the business sector, is imperative for the efficient imple-
mentation of tax reform and digitalization processes.

Role of the FIC Tax Committee

The FIC Tax Committee monitors the alignment of Serbian
tax legislation with EU standards, the application of exist-
ing laws, and the impact of tax regulations on member
companies.

Global Initiatives and OECD Framework

Serbia participates in global initiatives against tax avoid-
ance and evasion through the OECD BEPS (Base Ero-
sion and Profit Shifting) framework, including Coun-
try-by-Country Reporting and the application of MLI
(Multilateral Instruments) to prevent double taxation.
However, the implementation of the OECD Pillar 2 initi-
ative on a global minimum tax of 15% has not yet been
considered, which may affect the competitiveness of
tax incentives for foreign investors. The Tax Committee
has proposed that the Ministry of Finance communicate
plans regarding this initiative in a timely and transparent
manner.

Bilateral Cooperation and Trade Agreements

Expansion of bilateral cooperation is positive — Serbia
signed Free Trade Agreements during the year with: United
Arab Emirates and Egypt.

Tax System Digitalization

The most significant focus in the past year relates to:
Improvement of the e-invoice system
Introduction of e-excise stamps
Implementation of e-Delivery note, in progress (first
deadline: January 1, 2026)

These changes are expected to contribute to simpler
reporting for businesses and more accurate insight for the
Tax Administration into company operations.

Challenge: Businesses must adapt their information sys-
tems, which requires significant time and resources. A cur-
rent example is the implementation of the e-Delivery note,
for which legal inconsistencies still exist, and the set deadline
poses challenges for adjusting new processes and systems.

Necessary Improvements in Tax Policy

In addition to indirect taxes (VAT, excise duties, customs),
which are being aligned with the needs of electronic business,
further improvements are needed in the areas of personal
income tax, property tax, and parafiscal charges to eliminate
deficiencies that have been known for years but remain unre-
solved. Partial solutions to meet short-term needs lead to a
lack of horizontal and vertical tax fairness, increasingly evident
and hindering business operations. Considering that other tax
laws have not been amended, there has been no progress on
issues highlighted by the Foreign Investors Council for years.

Key Recommendations of the Tax Committee
Implement predictable tax policy with consultations
with the business sector
Timely publication and public discussion of planned
amendments
Simplification and clear interpretation of regulations
Reduction of fiscal burden and parafiscal charges
through a transparent register
Strengthening the capacity and communication of the
Tax Administration
Decisive measures against the gray economy for better
tax collection

The Tax Committee will continue to actively participate in
dialogue and present member’s positions on relevant issues
concerning the improvement of tax regulations and practices.



Recommendations:

Cancel or amend the controversial opinions of the Ministry of Finance
on the tax treatment and documenting of reimbursement of employ-
ees’ commuting expenses.

Supplement the CIT Law with provisions to regulate taxation of com-
pany restructuring, treatment of liquidation or bankruptcy remainder
that is below the threshold of invested capital, and through by-laws,
provide guidelines on taxation of permanent establishments. Con-
sistent interpretation and application of the domestic tax law and
provisions of the international tax treaties on transactions with a foreign
element should be ensured.

Aligning domestic practices with respect to withholding tax with the
best international practices and definitions applied in the relevant inter-
national treaties, (especially with respect to the treatment of proprie-
tary software licensing). Introduce monthly, quarterly or annual filing of
tax returns for withholding tax on services, in accordance with custom-
ary international practices, instead of filing a tax return for each taxa-
ble transaction separately. Also, confirmation on paid withholding tax
should be automatically generated in the Tax Administration’s system
and obtained upon filing and payment of withholding tax, rather than
through a separate procedure.

Revisit the currently applicable rule that only paid taxes are recognized
as an expense in the tax balance sheet and align the above provision
with the IFRS rules that do not impose the payment of taxes as a condi-
tion for their recognition as an expense in the Profit and Loss Account.

"Introduce detailed tax depreciation rules which will allow for the proper
classification and depreciation of specific assets such as windmills, oil
rigs etc. in accordance with their economic and useful life. Revise the CIT
Law and Rulebook governing regulations on the classification of fixed
assets by groups and the manner of determining depreciation for tax
purposes to resolve the following issues:

Tax depreciation expenses should be recognized for fixed assets
acquired before 2013 (present in the accounting records on 1 January
2013) whose individual value at the time of purchase did not exceed
the amount of the average gross salary of an employee in Serbia. We
suggest that this change be implemented in the Rulebook govern-
ing regulations on the classification of fixed assets by groups and the
manner of determining depreciation for tax purposes.

Further clarify the method of calculation and recognition of tax
depreciation costs for the first group of fixed assets, as at 31 Decem-
ber 2003 that caused numerous dilemmas and controversial inter-
pretations in practice.

In case of acquisition of a bankruptcy debtor as a legal entity, tax

depreciation should be calculated based on a proportionate share
of the purchase price allocated to relevant assets."
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Recommendations:

Introduce tax incentives for investments in fixed assets amounting to
less than RSD 1 billion in the form of a tax credit or reduced corporate
income tax rate over a certain period, and in proportion to the amount
invested.

Prescribe that the historical cost model should apply for taxation pur-
poses to assets for which the IFRS provides a free choice between histor-
ical cost and fair value accounting, irrespective of the chosen accounting
method, to ensure the uniform and equitable tax treatment of taxpayers.
However, if the intention is to allow application of the fair value model for
taxation purposes, amend the rules relating to tax deductibility of impair-
ment expenses, so that it is clear that decreases in the fair value of assets
accounted for under the fair value model are not a nondeductible impair-
ment, and so that fair value increases and decreases are treated equitably.

Align the CIT law with accounting requirements set by new standards,
including IFRS 9.

Since the corporate income tax application and accompanying forms are
submitted throughtheeTaxes portal, taxpayersshouldbeallowedtosub-
mittransfer pricingreportsinthesameway.In thisway, the cost of printing
and storing reports in paper form would be avoided, the quality of data
related to the determination of tax liability would be improved, and the

Introduced | Significant Certain No

in the WB: progress progress progress
2014 v
2017 Vv
2023 Vv
2022 V

reports would be more easily accessible.

The taxation of companies in Serbia is governed by the Law
on Corporate Income Tax (hereinafter: the CIT Law) and rat-
ified international agreements. The implementation of cer-
tain provisions of the CIT Law is regulated by several by-laws.

On November 27,2024, the CIT law was amended and its new
provisions entered into force on January 1,2025. The amend-
ments will be addressed in this year’s White Book edition.

The recent amendments to the CIT law stipulate that, in the
event of a taxpayer’s liquidation or bankruptcy, the liquida-
tion or bankruptcy trustee is responsible for filing CIT return
and tax assessment form throughout the proceedings, as
well as at their suspension or conclusion. Additionally, mem-
bers of the liquidated company bear joint and several liabil-
ity for any CIT obligations identified in tax returns filed after
the completion of the liquidation process, up to the value of
assets individually distributed to them during liquidation.

In the case of the deletion of a branch of a non-resident
taxpayer, the deadline for submitting the tax return and

tax balance has been specified as 60 days from the date of
registration of the branch deletion, with the reporting date
being the day preceding the date of registration of that
decision with the Serbian Business Registers Agency (APR).

Regarding the question of who is responsible for submitting
tax returns in the case of status changes, the amendments
specify that in the event of a status change resulting in the ter-
mination of a company, the tax return must be submitted by
the legal successor of the company that ceased to exist, within
60 days from the date of registration of the status change with
the APR. Additionally, in cases of status changes involving divi-
sion or spin-off, the legal successors are required to submit a
report to the Tax Administration on the implementation of the
division of rights and obligations within 60 days from the date
of registration of the status change with the APR.

The above-described amendments clarify who is responsible
for tax compliance (i.e,, filing of tax returns) in cases where
legal entity ceases to exist which was not the case in the past.

I In 2019, the Ministry of Finance issued a few opinions on
the tax treatment and documentation of reimbursement



of employees’ commuting expenses that caused a negative
backlash from the business community and legal uncer-
tainty among taxpayers. The opinions introduce cumber-
some requirements for documenting these expenses,
which is contrary to labour and tax laws, to the stance taken
by the Supreme Court of Cassation and some previous
opinions of the Ministry of Finance. As such, these opinions
should be cancelled or amended without further delay.

The lack of regulations or their vagueness with respect
to certain situations and issues lead to different inter-
pretations consequently causing problems for taxpay-
ers in practice. Specifically, the provisions governing
the taxation of a permanent establishment are still
incomplete and insufficiently clear; the CIT Law does
not contain provisions regulating the taxation of com-
pany restructuring or provisions governing the treat-
ment of losses arising from the liquidation or bank-
ruptcy estate surplus. Consistent interpretation and
application of the domestic tax law to transactions with
a foreign element and of double tax treaties is increas-
ingly important considering the ratification of the Mul-
tilateral Convention.

Occasionally, interpretations by the Ministry of Finance
pertaining to withholding tax differ from provisions of the
relevant double tax treaties and best international prac-
tices, especially in cases of proprietary software licensing.
This leads to legal uncertainty and increases the tax bur-
denfortaxpayers, contrary to therights providedin the rel-
evant double tax treaties. Also, filing separate tax returns
for withholding tax on services for each taxable payment
of income subject to withholding tax is an administrative
burden for businesses. Finally, the procedure for obtain-
ing confirmation of paid withholding tax should be simpli-
fied and streamlined. In addition, taxpayers are faced with
disproportionately long resolving tax issues procedures,
such as deciding on the (non) existence of the obligation
to pay capital gains tax with an element of foreignness.
Consequently, this puts taxpayers in a situation where the
realized funds, received through a non-resident account,
cannot be taken out of the Republic of Serbia due to the
slow action of the tax authorities, which again has the con-
sequence of creating an unfavourable business climate.

New rules on tax depreciation were introduced for newly
acquired non-current assets from 1 January 2019. How-
ever, tax depreciation rules applicable to non-current
assets acquired before 2019 remained largely unchanged

V.
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since 2004, and their application in the contemporary
business environment causes many difficulties and prob-
lems. Also, properly regulating the classification and
depreciation of specific assets (e.g. windmills, oil rigs etc.)
is particularly important. Provisions of the law pertaining
to the method for calculating tax depreciation for assets
acquired before 2019 continuously create discrepancies
and permanently unrecognized expenses in the tax bal-
ance sheet in cases where, at the moment of disposal of
an asset, the current accounting value is lower than the
current tax value of that asset, as well as in cases where a
fixed asset is being disposed of, where that asset was not
previously depreciated for tax purposes, as its cost value
at the moment of purchase was lower than the average
salary in Serbia. The Ministry of Finance issued an opinion
in 2017 which gave rise to additional dilemmas about the
cessation of tax depreciation for written-off assets. Tax
depreciation is not calculated on fixed assets purchased
before changes to the CIT Law from the beginning of 2013,
and whose individual value was below the average gross
salary at that time. During 2015 and the first half of 2016,
the Ministry of Finance published opinions regarding
the method of calculation of the cost and recognition of
tax depreciation for the first group of fixed assets on 31
December 2003, causing numerous dilemmas and contro-
versial interpretations in practice. The Ministry of Finance
issued an opinion in 2017 regarding the method of calcu-
lation of tax depreciation of assets in case of acquiring a
bankruptcy debtor as a legal entity and took the position
that tax depreciation should be calculated in the same
way as before the filing of a bankruptcy petition. We are of
the view that this is a debatable interpretation and that it
would be more appropriate to calculate tax depreciation
on the basis of a proportionate share of the purchase price
allocated to relevant assets.

Accounting regulations, i.e. International Financial
Reporting Standards (IFRS), provide for the possibility
to either opt for the cost model or the fair value model
for certain types of assets (investment property, biolog-
ical assets, and financial assets). The CIT Law does not
have clear rules regarding assets measured at fair value.
Unrealized gains from the increase of fair value of assets
are taxed before the asset is disposed of, i.e. before the
gain is realized. The CIT Law does not clearly distinguish
between impairment of assets and decrease of fair value
of assets (e.g. investment property), for which the IFRS
prescribes different rules and treatment. As a result,
the decrease of fair value of assets is interpreted as an
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impairment expense which is non-deductible until such
assets are sold. On the other hand, every increase of fair
value of assets is immediately taxable. This results in an
unfair increase of taxable income for taxpayers. Due to
the application of IFRS 9 which is mandatory since 2020,
taxpayers are obligated to write-off receivables that
have been outstanding for less than 60 days and there-
fore, in accordance with the CIT law, an unrecognized
tax expense occurs in the period in which the write-off
is made. As a result, this leads to continuous temporary
differences between accounting and tax values due to
misalignment of the law with the new IFRS.

VI. Taxpayers cannot submit transfer pricing reports elec-

Vi

tronically when filing the corporate income tax return
and accompanying forms via the e-Portal. This makes it
difficult to access information and collect data relevant
for determining the tax base.

The existing tax incentive is inapplicable for invest-
ments below a certain, high threshold, which leaves a
significant segment of the economy (predominantly
small and medium-sized enterprises (SMEs)) without
adequate tax support for modernisation and capacity
expansion.

V.

Cancel or amend the controversial opinions of the Ministry of Finance on the tax treatment and documenting of
reimbursement of employees’ commuting expenses.

Supplement the CIT Law with provisions to regulate taxation of company restructuring, treatment of liquidation
or bankruptcy remainder that is below the threshold of invested capital, and through by-laws, provide guidelines
on taxation of permanent establishments. Consistent interpretation and application of the domestic tax law and
provisions of the international tax treaties on transactions with a foreign element should be ensured.

Aligning domestic practices with respect to withholding tax with the best international practices and definitions
applied in the relevant international treaties, (especially with respect to the treatment of proprietary software
licensing).Introduce monthly, quarterly orannualfiling of taxreturnsforwithholding taxon services,inaccordance
with customary international practices, instead of filing a tax return for each taxable transaction separately. Also,
confirmation on paid withholding tax should be automatically generated in the Tax Administration’s system and
obtained upon filing and payment of withholding tax, rather than through a separate procedure.

Introduce detailed tax depreciation rules which will allow for the proper classification and depreciation of specific
assets such as windmills, oil rigs etc. in accordance with their economic and useful life. Revise the CIT Law and
Rulebook governing regulations on the classification of fixed assets by groups and the manner of determining
depreciation for tax purposes to resolve the following issues:
Tax depreciation expenses should be recognized for fixed assets acquired before 2013 (present in the account-
ing records on 1 January 2013) whose individual value at the time of purchase did not exceed the amount of
the average gross salary of an employee in Serbia. We suggest that this change be implemented in the Rule-
book governing regulations on the classification of fixed assets by groups and the manner of determining
depreciation for tax purposes.
Further clarify the method of calculation and recognition of tax depreciation costs for the first group of fixed
assets, as of 31 December 2003 that caused numerous dilemmas and controversial interpretations in practice.
In case of acquisition of a bankruptcy debtor as a legal entity, tax depreciation should be calculated based on
a proportionate share of the purchase price allocated to relevant assets.

Prescribe that the historical cost model should apply for taxation purposes to assets for which the IFRS provides
afree choice between historical cost and fair value accounting, irrespective of the chosen accounting method, to
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ensure the uniform and equitable tax treatment of taxpayers. However, if the intention is to allow application of
the fair value model for taxation purposes, amend the rules relating to tax deductibility of impairment expenses,
so thatitis clear that decreases in the fair value of assets accounted for under the fair value model are not a non-
deductible impairment, and so that fair value increases and decreases are treated equitably. Align the CIT law
with accounting requirements set by new standards, including IFRS 9.

VI. Since the corporate income tax application and accompanying forms are submitted through the e-Taxes portal,
taxpayers should be allowed to submit transfer pricing reports in the same way. In this way, the cost of printing
and storing reports in paper form would be avoided, the quality of data related to the determination of tax
liability would be improved, and the reports would be more easily accessible.

VII.

Introduce tax incentives for investments in fixed assets amounting to less than RSD 1 billion in the form of a tax
credit or reduced corporate income tax rate over a certain period, and in proportion to the amount invested.

Introduced | Significant Certain No

Recommendations: inthe WB: | progress progress progress

Repeal oramend the disputed opinion of the Ministry of Finance regard-

ing tax treatment and documentation required for the reimbursement

of commuting costs of employees to and from work and amend the 2020 V
Law so that the documentation requirement is revoked or harmonized

with the earlier judgment of the Supreme Court of Cassation.

The application of schedular personal income taxation is still in force

and this remains a problem of the Serbian system of taxation of per-

sonal income. Therefore, the Government of Serbia should consider the 2008 V
introduction of a synthetic taxation system, which is present in many

advanced tax systems.

The recommendation refers to the timely adoption of an appropriate
bylaw that will regulate in detail the issue of per diems for business trips 2017 J
and reimbursement of expenses.

The recommendation is to clearly define and specify the stance on the

tax treatment of interest-free loans (i.e. loans with interest rates lower

than market rates) granted by employers to employees through amend- 2017 V
ments to the Law, and to express this stance through an official explana-

tion that would provide greater legal certainty in this regard.

We believe it is necessary to establish cooperation between the Min-
istry of Finance and the Ministry of Labour, Employment, Veteran and
Social Affairs in order to ensure the proper implementation of relevant
regulations, specifically treating compensation for unused annual leave
as compensation for damages (as recognized by the Labour Law) rather
than as income.

2017 v
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Recommendations:

Recognizing that social security rights represent one of the fun-
damental social and economic rights of employees or engaged
individuals, we emphasize the importance of harmonizing cer-
tain provisions of regulations to enable foreign individuals sec-
onded to work in Serbia (without establishing an employment
relationship) and domestic citizens employed by foreign employ-
ers to be registered for mandatory social security. Additionally,
we note that the Republic of Serbia should expand the network
of international agreements regulating social security in order to
avoid double payment of contributions.

Although progress has been made in terms of electronic communica-
tion, we believe there is significant room for increasing the functionality
of the E-tax platform, as well as communication between taxpayers and
the Tax Administration via email. It is necessary to expand the range of
actions that can be carried out through the E-tax platform and intro-
duce digital profiles for taxpayers.

In addition to the progress made in taxing freelancers and aligning the fis-
cal burden they face with that of taxpayers who have received the same
types of income from payers under the Law, it is necessary to continue
with further positive development of regulations, both in tax and labour
law, in order to adequately regulate the position of individuals who have
valid employment contracts with foreign employers in accordance with
the regulations of the jurisdiction of the entity that engaged them. It is
necessary to clearly define and specify in which cases and whether there
is an obligation to calculate and pay taxes and contributions based on
the lowest base according to the Contract on Rights and Obligations of
Directors when directors do not receive compensation for work in the
company and when they are employed by another employer, or when
non-resident individuals are involved. The recommendation is to clearly
specify whether there is an obligation to determine compensation in
these cases, and if so, to establish a minimum amount of compensation
(e.g. minimum contribution bases) for Directors of companies who have
concluded contracts outside of an employment relationship and do not
receive compensation for work in the company.

The recommendation is for the Tax Administration to review and align the
codes for types of income forincome of individuals outside of an employ-
ment relationship in accordance with the Law on Social Contributions.

Introduced | Significant Certain No

in the WB: progress progress progress
2017 V
2020 v
2023 V
2023 Vv

Taxation of personal income in Serbia is based on the
schedular income tax system which has been abandoned
by many advanced tax jurisdictions as unclear and unfair.

The Personal Income Tax (PIT) Law as the key regulatory
instrument recognizes several categories of taxable income.
Depending on each individual case, personal income tax is
paid: (i) as withholding tax, (ii) based on the decision of the
relevant tax authority or (iii) by self-assessment.

In 2025, there were no significant changes to the Law on
Personal Income Tax, nor to by-laws. As every year, the
non-taxable amounts of personal income tax in dinars and
the amounts of average monthly wages are harmonized.
Moreover, a new provision was added under Article 9, par-
agraph 1, point 32 of the PIT Law, specifying that income
earned in accordance with the Law governing the estab-
lishment of a guarantee scheme and the subsidisation of
a portion of mortgage interest, as a measure to support
young people in purchasing their first residential property,
is exempt from personal income tax liability.



Upon the ending of this White Book edition, Ministry of
Finance announced public consultations on the Draft Law
on Amendments to the Personal Income Tax Law, which
will be addressed in the next White Book edition.

In 2025, there were no significant changes to the Law on
Personal Income Tax and related by-laws, and therefore no
improvement in terms of the remaining issues.

I.  Free public transport in Belgrade began on 1 Janu-
ary 2025, and in Ni$ on 1 July 2025. This development
has generated numerous uncertainties for employers
regarding the reimbursement of commuting expenses
(travel to and from work). The ambiguities intensified
after the ministries responsible for labour and finance
issued their respective opinions.

The Finance Ministry’s opinions reaffirm the posi-
tions adopted by the Ministry of Labour. The essen-
tial interpretation derived from these opinions is that
any payment made to an employee as a reimburse-
ment of transportation costs must be classified as a
“reimbursement of expenses” under Article 118, para-
graph 1, point 1 of the Labour Law. Consequently, the
reimbursement may exceed the actual price of a public
transportation ticket, and, in any case, such reimburse-
ment is not to be regarded as remuneration or as “other
income” under Article 120, point 4 of the Labour Law.

We consider the positions expressed in the aforemen-
tioned opinions to be unsupported by the Labour Law.
Specifically, Article 118, paragraph 1, point 1 of the
Labour Law refers exclusively to reimbursements that are
equal to the price of a public transportation ticket. Any
amount exceeding the statutory limit (as set out in Arti-
cle 8, paragraph 2 of the Labour Law) should be treated
as “other income” under Article 120, point 4, which is, in
turn, deemed earnings in accordance with Article 105,
paragraph 3.The underlying premise of the ministries’
opinions is that the Labour Law fixes the ticket price as
the benchmark for transportation cost reimbursements
because, at the time of drafting, the possibility of free pub-
lic transport had not been contemplated. Now that free
public transport is a reality, it is highly plausible that the
legislator would define the reimbursement benchmark
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differently or provide several alternative methods for cal-
culating transport-cost reimbursements.

Amendments to the Law from the end of the 2022 have
stipulated that transportation costs for commuting to and
from work must be documented in order for their reim-
bursement to be non-taxable up to a certain amount, but
it is not specified what constitutes documented expenses.
This has deepened the problem that arose from the
issuance of the controversial opinion of the Ministry of
Finance in 2019, which has caused negative reactions from
the economy, different approaches in practice, and has
imposed unnecessarily complicated requirements on tax-
payers regarding the documentation of such expenses.
The Finance Ministry’s opinions from 2025 on the topic
of the tax treatment of travel expense reimbursement to
and from work have given examples regarding the doc-
umented costs however only for the case of company
cards/vouchers, thus it is still required to precisely define
what constitutes documented costs.

In the field of reimbursement of expenses for business
trips abroad, there have been no advancements. This area
is still not regulated in an appropriate manner, nor have
there been any amendments to the Law that would help
solve this problem. The same controversial provisions are
still in force, which indicate that the amount of per diem
is determined in accordance with the decision of a state
authority, which creates uncertainties regarding which
acts of state authorities it refers to. As a result, tax inspec-
tors often use the provisions of the Regulation on Com-
pensation of Costs and Severance Pay for State Officials
and Employees, even though it exclusively regulates the
public sector.

Furthermore, the latest amendments to the Law do not
mention the tax treatment of interest-free loans, i.e. loans
with interest rates lower than market rates, provided by
employers to employees. It remains unclear whether the
granting of such a loan is considered a benefit or not.

Compensation for damages related to unused annual
leave, which is paid to an employee who has not used
theirannual leave during theiremployment, is still treated
as income. The reasons why the Ministry of Finance has
decided on this tax treatment remain unclear, consider-
ing that the Labour Law states that this payment is com-
pensation for damages, not income. This clearly implies
that a satisfactory level of cooperation between these
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two competent ministries has not yet been achieved, at
least regarding the mentioned tax treatment.

VI. The tax treatment of individuals based on Contracts on
Rights and Obligations of Directors outside of an employ-
ment relationship, when the representative of the com-
pany is in an employment relationship with another
employer, or when the representative of the company is
a non-resident individual and does not receive compen-
sation for work in the company, causes certain uncertain-
ties and divided interpretations in practice. The Labour
Law does not prescribe the obligation of a contracted
remuneration for directors, the payment schedule, and
does not define the criterion for determining the amount
or assessing the adequacy of the remuneration (the
Ministry of Finance introduces the concept of adequate
remuneration - Opinion no. 011-00-1137/2018-04). Even
though recent opinions of the Ministry of Labour 011-00-
00416/2021-07 from 15.10.2021 and 011-00-00383/2021-
07 from 8.12.2021. have specified that the remunera-
tion for the work of directors is a mandatory element of
the Contract on the Rights and Obligations of Directors
who are not in an employment relationship with the
employer, it is still necessary to legally define the amount
of adequate remuneration for the directors. The minimum
amount of remuneration for the work of directors has not
been determined by legislation, i.e. there are no minimum
amounts prescribed by law, as is the case with salaries.

VII. Certain income type codes defined by the Rulebook

on Tax Return for Withholding Tax are not adapted to
the method of calculating taxes and contributions in
accordance with the Law on Personal Income Tax and
the Law on Contributions when it comes to Contracts
outside of an employment relationship and cannot be
applied in practice.

VIIl.Due to the way in which the method of calculation of
taxable net income for the purposes of calculating the
annual tax is defined, taxpayers who have already paid
tax abroad on income earned from abroad, are unable
to use this tax as a tax credit in full and are exposed
to double taxation. This arrangement directly affects
experts whose expertise is in demand abroad, who,
because of their wish to continue living and working
in Serbia, suffer the burden of double taxation for the
same type of income.

The law does not clearly define how qualified newly employed
individuals, once they lose the right to this tax relief with
their current employer, can regain the same right. Namely,
the individual is the holder of the tax relief, and according to
the opinion of the Ministry of Finance no. 011-00-59/2020-
04 of February 11, 2020, a qualified newly employed individ-
ual, when terminating an employment relationship with one
employer and establishing it with another, can still apply the
tax relief, but in a situation when this right is lost with the same
employer, it is not possible to regain it. The law should clar-
ify this part so that taxpayers are not misled into thinking that
once lost, the right can be regained.

I.  Since the Labour Law provides no alternative basis for calculating transport cost reimbursements other than the
price of a public transport ticket, we consider that, in light of the new circumstances that did not exist when the
Labour Law was enacted (i.e., free public transport), the legislature should amend the law. Such amendments
would eliminate the present ambiguities and uncertainties that employers now face regarding this issue.

Il. Repeal or amend the disputed opinion of the Ministry of Finance regarding tax treatment and documentation
required for the reimbursement of commuting costs of employees to and from work and amend the Law so that
the documentation requirement is revoked or harmonized with the earlier judgment of the Supreme Court of

Cassation.

lll. The recommendation refers to the timely adoption of an appropriate bylaw that will regulate in detail the issue
of per diems for business trips and reimbursement of expenses.
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IV. Therecommendation is to clearly define and specify the stance on the tax treatment of interest-free loans (i.e. loans
with interest rates lower than market rates) granted by employers to employees through amendments to the Law,
and to express this stance through an official explanation that would provide greater legal certainty in this regard.

V. We believe it is necessary to establish cooperation between the Ministry of Finance and the Ministry of Labour,
Employment, Veteran and Social Affairs in order to ensure the proper implementation of relevant regulations,
specifically treating compensation for unused annual leave as compensation for damages (as recognized by the
Labour Law) rather than as income.

VI. Itis necessary to clearly define and specify in which cases and whether there is an obligation to calculate and pay
taxes and contributions based on the lowest base according to the Contract on Rights and Obligations of Directors
when directors do not receive compensation for work in the company and when they are employed by another
employer, or when non-resident individuals are involved. The recommendation is to clearly specify a minimum
amount of compensation (e.g. minimum contribution bases) for Directors of companies who have concluded
contracts outside of an employment relationship and do not receive compensation for work in the company.

VII.

The recommendation is for the Tax Administration to review and align the codes for types of income for income
of individuals outside of an employment relationship in accordance with the Law on Social Contributions.

VIILIt is necessary that annual personal income tax return form be aligned with Article 12 of the Law (the right to
tax credit) and agreements on the avoidance of double taxation, i.e., the taxpayer should be allowed the right
to use the tax credit.

IX. The application of schedular personal income taxation is still in force and this remains a problem of the Serbian
system of taxation of personal income. Therefore, the Government of Serbia should consider the introduction of
a synthetic taxation system, which is present in many advanced tax systems.

X. Recognizingthatsocial security rights represent one of the fundamental social and economic rights of employees
orengaged individuals, we emphasize the importance of harmonizing certain provisions of regulations to enable
foreign individuals seconded to work in Serbia (without establishing an employment relationship) and without
applicable Social Security Convention to be registered for mandatory social security. Additionally, we note that
the Republic of Serbia should expand the network of international agreements regulating social security in
order to avoid double payment of contributions.

XI. Although progress has been made in terms of electronic communication, we believe there is significant room
for increasing the functionality of the E-tax platform, as well as communication between taxpayers and the Tax
Administration via email especially for the individuals whose income from abroad has been subject to temporary
assessment audits and to whom Tax Authority has been issuing the assessments via regular postal services while
they are living abroad without the possibility to obtain the assessments. It is necessary to expand the range of
actions that can be carried out through the E-tax platform and introduce digital profiles for taxpayers.

XIl.

In addition to the progress made in the taxation of freelancers, namely the significant alignment of the fiscal
burden borne by these taxpayers with that borne by those receiving the same types of income from payers
under the Law, it is necessary to continue the positive development of regulations, both in tax and labour law, in
order to adequately regulate the status of individuals who, in accordance with the regulations of the jurisdiction
of the entity that engaged them, have valid employment contracts with foreign employers.



WHITRBO0K

Recommendations:

Construction: It is necessary to prescribe that in the case of transactions
in the field of construction, the parties can opt for taxation according to
the general principle - the supplier calculates VAT. Additionally, in cases
where the supplier has calculated and paid VAT, but the tax authority
believes that the recipient should have calculated VAT as the taxpayer,
it is recommended to prescribe that the supplier’s invoice will be con-
sidered a valid invoice and that no misdemeanour proceedings will be
initiated against either the supplier or the recipient.

VAT Refund: It is necessary to align the handling of refund requests
stated in the VAT return with the provisions of the VAT Law and the Law
on Tax Procedure and Tax Administration, which means that the audit
process cannot delay the VAT refund. The Ministry of Finance needs to
issue a binding explanation in accordance with the VAT Law and the
Law on Tax Procedure and Tax Administration, and the Tax Administra-
tion should align its procedures accordingly.

VAT Rulebook: We propose that the VAT Rulebook form be completely
abolished or significantly simplified in accordance with the previously
mentioned comments.

Issuing Advance and Final Invoices: We believe it is necessary to reassess
the importance of the obligation to issue advance invoices if the final
invoice is issued in the same month. The recommendation is to amend
the legal framework and revert to the previous legal solution in accord-
ance with the previous explanation.

Reverse Charge Mechanism: When it comes to the application of the
so-called reverse charge mechanism, it should be specified that for the
supply of goods and services by a foreign entity, the obligation to cal-
culate VAT for the recipient of goods and services arises either at the
moment: 1. When the invoice for goods or services provided by the for-
eign entity is received, or 2. When advance payment is made to the for-
eign entity, whichever of these two events occurs earlier. Additionally, it
should be considered to introduce an annual VAT return (monthly/quar-
terly returns would be treated as advance payments), which would be
submitted by March of the current year for the previous year, through
which taxpayers could make all necessary adjustments, including those
related to transactions from abroad for which the recipient of goods or
services has the obligation to calculate VAT as the taxpayer.

Status Changes: We propose that in the case of the contribution of
goods and services to the capital of a company and in the case of status
changes, VAT should be calculated by the recipient of the goods and
services (so-called reverse charge mechanism), in accordance with the
previous explanation.

Introduced | Significant

in the WB:

2017

2017

2015

2015

2013

2015

progress

Certain
progress

No
progress
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Introduced | Significant Certain No

Recommendations: in the WB: progress progress progress

Change of Tax Base: VAT regulations should allow that a credit note for a
change in the tax base can be issued either by the person who supplied
the goods and services or by the recipient of the goods and services.
This practice is in line with VAT rules in other countries and common
business practices. This cannot in any way jeopardize the collection of
VAT. On the other hand, this would help companies reduce their admin-
istrative costs. It is also necessary to clearly define that in the case where
a smaller quantity of products than invoiced is mistakenly delivered, the
taxpayer can either issue a new amended invoice or a credit note. This
corresponds to common business practice, and insisting on only one
approach imposes additional costs, while from the aspect of VAT col-
lection, there is no reason why both approaches should not be applied.
In accordance with this, it is also necessary to define that in the case of
returning goods, regardless of the expiration date, the supplier of the
goods can issue a credit note or the buyer can issue an invoice/credit
note, depending on their mutual agreement. This approach cannot
jeopardize the collection of VAT, because, regardless of who issues the
credit note, the same VAT rate applies.

2014 v

Customs Authority Certification: We propose to consider amending
Article 95a of the VAT Rulebook, as it does not reflect the goal of the
Electronic Invoicing Act and does not facilitate the possibility of obtain-
ing tax exemption under Article 24 of the VAT Act. In this regard, we
believe that it should be possible to send e-invoices to the competent
customs authority in their integral form, and that customs authorities
should be included in this process in such a way that taxpayers do not
print and certify external representations of the same. This arises from
the fact that such invoices have already been created, uploaded, and
sent via the elnvoice portal, which certainly validates their authenticity.

2023 V

Invoice Cancellation or Reduction of Tax Base: We propose that a tech-
nical solution be enabled in the e-Invoicing System (SEF) environment
for a digitized Statement from the invoice recipient regarding whether
the previous VAT correction has been made. From the perspective of
SEF users, the simplest solution would be to add some form of State-
ment that the VAT has not been corrected when rejecting the e-invoice,
thereby providing confirmation from the taxpayer that they have not 2024 V
used the right to deduct the previous tax; conversely, by accepting the
invoice, a Statement on the use of the previous VAT would be gener-
ated, confirming that the previous tax correction has been made. This
would expedite the reduction of the calculated tax and reduce the
increased administrative activities of taxpayers in the process of issuing
and tracking the acquisition of these documents.

Disputed Claims: We propose that more relaxed conditions be pre-

scribed for the refund of VAT that has not been collected from custom- 2024 J
ers, and that EU practices be applied in accordance with the previous

explanation.

Tax Exemption with the Right to Deduct Previous Tax: We propose that

Article 24 of the Law includes a tax exemption with the right to deduct

previous tax for transactions arising from the donation of used IT equip- 2024 v
ment to schools and other state institutions, with adequate proof and

documentation.
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The value added tax is governed by the Law on Value Added
Tax (RS Official Gazette No 84/2004, 86/04 — correction,
61/05, 61/07, 93/12 and 108/13, 142/2014, 83/2015, 108/2016,
7/2017, 113/2017, 13/2018, 30/2018, 4/2019, 72/2019, 8/2020
and 153/2020, 138/2022 and 94/2024 hereinafter: the
“VAT Law") an by the VAT Rulebook (RS Official Gazette
No 37/2021, 64/2021, 127/2021, 49/2022, 59/2022, 7/2023,
15/2023, 60/2023, 96/2023, 116/2023, 29/2024, 65/2024,
73/2024,101/2024 and 107/2024; hereinafter: VAT Rulebook).

In the previous period, following the publication of the
White Book 2024, significant amendments were made to
the VAT Law and the VAT Rulebook. In accordance with
these amendments, among other things:

It has been made possible for a contract or decision un-
der which the transfer of all or part of the assets is car-
ried out to provide for the suspension of the rule stipu-
lating that no supply is deemed to have occurred in the
case of such a transfer.

It is stipulated that, in the case of a supply of services
whose consideration is included in the customs value
of imported goods, the VAT base shall be the difference
between the total amount of consideration for that sup-
ply and the amount included in the customs value of the
imported goods.

The application of the rule for determining the VAT base
by estimation has been extended to all cases where, on
the date the tax liability arises, the taxable person does
not know the amount of the base (the rule no longer ap-
plies only to cases where the taxable person is the re-
cipient). It is further specified that any subsequent ad-
justment of the estimated base shall be made for the tax
period in which the base amount becomes known.

The rules regarding subsequent changes to the VAT
base and calculated VAT have been amended:

It is prescribed that, in the case of a subsequent
increase in the taxable base for a supply, the VAT
taxpayer who performed the supply (in addition
to the obligation to calculate VAT on the increased
amount) is also required to issue a document reflect-
ing the increase.

It is prescribed that a VAT taxpayer who supplied

goods or services to another VAT taxpayer may re-

duce the amount of calculated VAT if:

1) a document on the reduction has been issued,

2) the recipient has adjusted the deduction of input
VAT, if the calculated VAT was used as input tax, and

3) the supplier possesses a notification from the re-
cipient confirming that the input VAT deduction
has been adjusted, or that the calculated VAT was
not used as input tax. Thus, the obligation to is-
sue a document on the reduction is prescribed as
an additional condition.

Itis prescribed that a VAT taxpayer who has supplied

goods and services to a person who is not a VAT tax-

payer may reduce the amount of calculated VAT if:

1) a document on the reduction has been issued,
or another document confirming the reduction
of consideration, verified by the recipient of the
goods and services,

2) possesses evidence of the reduction of the taxable
base (such as a contract, return of goods, etc.), and

3) possesses a notification from the recipient stat-
ing that no request for VAT refund has been or
will be submitted for the reduced VAT amount.

In the case of a subsequent reduction of the taxable
base for the supply of goods and services where the
recipient is a VAT taxpayer — the tax debtor entitled
to input VAT deduction; the taxpayer may reduce
the amount of calculated VAT if:

1) aninternal invoice has been issued, and

2) theinput VAT deduction has been adjusted, if the

calculated VAT was used as input tax.

In the case of a subsequent reduction of the tax base
for the supply of goods and services where the re-
cipient is the VAT taxpayer (tax debtor) and does not
have the right to deduct input VAT, the tax debtor
may reduce the calculated VAT amount if:

1) aninternal invoice has been issued, and

2) a document confirming the reduction of com-

pensation is held.

If the compensation for the supply of goods and ser-
vices is expressed in a foreign currency, the amount
of increase or decrease in dinars is determined by
applying the exchange rate valid on the date of the
increase or decrease, provided that the reduction
cannot exceed the amount of the original tax base.



It is prescribed that if a VAT taxpayer cancels an invoice

with stated VAT, the tax base is reduced, and the VAT

may be reduced if:

1) a new invoice is issued, if there is an obligation to is-
sue one, and

2) a notification is received from the recipient (VAT tax-
payer) confirming that the VAT from the invoice was
not used as input tax and that no refund request will
be submitted.

It has been specified that the conditions are considered
fulfilled for the tax period if the VAT taxpayer meets both
stated conditions by the day preceding the submission of
the tax return for that period, and no later than the 10th
calendar day of the month following that tax period.

In cases where possession of an invoice, or an invoice cer-
tified by the competent customs authority, is prescribed
as a condition for applying a tax exemption, this condi-
tion is considered fulfilled only if the invoice is issued or
certified no later than the 10th calendar day of the month
following the tax period in which the supply was made.

Certain changes have been made to the conditions for
exercising the right to deduct input VAT:

It is prescribed that for supplies where, in accord-
ance with electronic invoicing regulations, there is
an obligation to issue an e-invoice, the recipient of
goods or services may deduct VAT exclusively based
on an e-invoice accepted no later than the 10th day
after the end of the previous tax period.

It has been specified that a VAT taxpayer who did
not exercise the right to deduct VAT based on an ad-
vance invoice may exercise the right to deduct input
VAT based on the invoice for the supply.

It is also prescribed that if an invoice contains for-
mal deficiencies related to the identification of the
invoice recipient—excluding the tax identification
number (PIB)—this does not affect the VAT taxpay-
er's right to deduct input VAT.

As an additional condition for input VAT deduction
in cases where the tax debtor is the recipient of
goods or services, the prior issuance of an internal
invoice is required.
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Certain amendments have been made to the provisions
regarding the correction of input VAT deduction:

It is prescribed that the correction of input VAT de-
duction may be made based on the reduction of
advance payments and the cancellation of invoices
and other documents.

It is prescribed that a VAT taxpayer who has correct-
ed-i.e, reduced - the input VAT deduction may sub-
mit a notification of that correction to another VAT
taxpayer, if they received a document confirming
the reduction in cases where its issuance is required.

The rule has been abolished whereby a VAT taxpayer,
in the tax period in which they receive an advance pay-
ment and perform the supply of goods and services for
which the advance was received, is not required to issue
an invoice for the received advance payment.

It is prescribed that in the invoice for the supply of ser-
vices for which it is possible to issue an invoice before
the supply is made or before the advance payment is
received (e.g., license transactions), the date of supply
shall be stated as the date of invoice issuance. Addition-
ally, in the case of cancellation and issuance of a correct-
ed invoice for such services, the date of supply shall be
stated as the date of the originally issued invoice.

It is prescribed that in a new invoice issued in place of a
canceled invoice, the date of VAT liability shall be stated
as the actual date when the VAT liability arose.

Itis prescribed that a document increasing the compen-
sation or tax base must also include the date of the in-
crease, if the increase did not occur on the date the doc-
ument was issued.

It is prescribed that a document reducing the compen-
sation or tax base must also include the date of the
reduction.

It is prescribed that for the supply of real estate, eco-
nomically divisible units within real estate, and owner-
ship shares, a separate invoice must be issued, which
cannot include other types of supply.

The deadline for issuing invoices for multiple individual de-
liveries made to the same entity within the same tax period
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(so-called successive deliveries) has been abolished. Addi-

tionally, the method of stating the date of supply on such

invoices has been standardized, regardless of whether it is

an electronic invoice or another form of invoice. Specifically:

1) Inaninvoice issued for the entire tax period, the date
of supply is stated as the last day of that tax period.

2) In an invoice issued for a period shorter than the tax
period, the date of supply is stated as the last day of
that shorter period.

Itis prescribed that an internal invoice must be prepared
when the recipient is the tax debtor, specifically in cases
of supply, advance payment, increase of the tax base for
the supply, reduction of the tax base for the supply, and
reduction of the advance payment. This must be done,
as a rule, within ten calendar days from the end of the
relevant tax period.

The deadline for submitting the VAT registration report
has been shortened to 5 days from the date the taxpay-
er’s total turnover in the previous 12 months exceeds
8,000,000 dinars.

The procedure for deregistering a VAT taxpayer due to a
status change has been prescribed. Specifically, in such
cases, the legal successor must submit a notification to
the tax authority about the implemented status change
within 15 days from the date of the change.

A significant number of amendments and additions
have been made regulating the format, content, and
method of maintaining VAT records, as well as the meth-
od of reporting data in the POPDV form.

It is prescribed that the POPDV form will be abolished
starting from the first tax period of 2027, and a prelimi-
nary tax return will be introduced, which will be gener-
ated in the Electronic Invoicing System (SEF) based on
the data available to that system starting from the first
tax period of 2027.

The previous period was undoubtedly marked by further har-
monization of VAT regulations with fiscalization and electronic
invoicing rules. Additionally, during the year, amendments to
electronic invoicing regulations were made, which may have
significant effects on the application of VAT regulations.

In this regard, the regulations on fiscalization and electronic
invoicing are analysed in a separate document where cer-

tain recommendations are given that are also important for
the application of VAT regulations.

The latest amendments to the VAT regulations have intro-
duced certain useful simplifications of the existing rules
and more precise regulation of specific situations.

A digital, i.e., electronic confirmation of the recipient’s
statement that the previous VAT from the initial invoice was
not used has been enabled - functionality that the FIC has
advocated for since the introduction of e-invoicing. This
change was part of the FIC's recommendations for further
improvements, and we expect it will have a positive impact
on efficiency.

Additionally, the risk of interpreting VAT liability in previous
periods has been partially reduced or eliminated (e.g., it is
now possible for a contract governing the transfer to sus-
pend the rule that stipulates that no supply has occurred in
the case of a transfer of all or part of the assets; the aboli-
tion of the POPDV form is planned, along with the introduc-
tion of a preliminary tax return to be generated in the SEF
starting from the first tax period in 2026).

However, certain issues remain that require further attention
from the competent authorities, which we highlight below.

I.  Construction: The law prescribes special rules for VAT
calculation in the case of transactions in the construc-
tion sector. These rules are linked to activity classification,
which leads to many questions and ambiguities in prac-
tice, as the classification of activities was not originally
designed for tax purposes. As a result, taxpayers face legal
uncertainty due to differing interpretations by both the
taxpayers themselves and the Tax Administration. Due to
these varying interpretations, taxpayers are at risk of the
Tax Administration calculating output VAT for the supplier,
even though the recipient, as the tax debtor, has already
calculated the VAT—or that the recipient, who calculated
the output VAT, may be denied the right to deduct input
VAT because the tax authority considers the supplier to
be responsible for VAT calculation. In essence, neither of
these approaches causes harm to the budget. Another
frequently asked question is whether the procurement of
combined equipment (e.g., solar panels), which becomes



operational upon installation, should be treated as equip-
ment or integrated with associated construction works.

VAT Refund: The law prescribes that VAT refunds are to be
made within 45 days of the deadline for submitting the
tax return, or 15 days if it concerns predominant exporters.
In practice, it has been observed that the Tax Administra-
tion delays VAT refunds. It has also been noted that VAT is
not refunded because a tax audit has begun. Neither the
VAT Law nor the Law on Tax Procedure and Tax Adminis-
tration prescribe that VAT will not be refunded if the audit
is ongoing. Additionally, the audit is not prescribed as a
condition for the VAT refund. The Tax Administration has
the right to audit regardless of the refund, and this can be
done until the statute of limitations expires. Moreover, the
Law on Tax Procedure and Tax Administration prescribes
that if the VAT refund is not made to the taxpayer within
the period prescribed by the VAT Law, interest is calculated
from the next day after the expiration of that period. We
emphasize that the VAT refund is not the result of an error
or omission by the taxpayer, but a key mechanism for the
functioning of this tax form. Any delay in the VAT refund
directly affects the liquidity of companies that must make
timely payments to their suppliers, which include VAT, and
on which the ability of their suppliers to regularly meet
their tax obligations depends.

Issuing Advance and Final Invoices: Prior to the adop-
tion and implementation of regulations in the field of
electronic invoicing, the VAT Rulebook stipulated that if
advance payments were made in the same tax period as
the supply of goods or services, the VAT taxpayer was not
obliged to issue both an advance and a final invoice, but
only a final invoice for the performed supply of goods or
services. This was a significant administrative and finan-
cial relief for VAT payers based on practical experience.
With the introduction of e-invoices in Serbia, the legal
framework has changed so that VAT payers, including
tax representatives of foreign entities, are now obliged
to issue both an advance and a final invoice when
advance payment and the supply of goods or services
are made in the same tax period. The recommendation
is to amend the legal framework and revert to the pre-
vious legal solution. It is considered necessary to reas-
sess the importance of issuing advance invoices if the
final invoice is issued in the same month. Namely, the
introduction of this obligation has created an additional
administrative burden for taxpayers in issuing additional
documents and linking their numbers with final invoices.

V.
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For the recipient, it has also resulted in additional report-
ing through the input VAT records. In certain cases, the
introduction of this obligation has also affected commer-
cial business conditions, as sellers now insist that buyers
take delivery of goods on the same day the payment is
made to avoid issuing both advance and final invoices.

Reverse Charge Mechanism and the Assessment of the
Tax Base: A taxpayer who is liable for VAT on the sup-
ply of goods and services provided by a foreign entity
calculates VAT (applies the so-called “reverse charge”
mechanism) at the moment the supply is made or at the
moment of advance payment, whichever occurs ear-
lier. In cases where there are no advance payments, VAT
should be calculated at the moment the service is per-
formed, which is often not applicable in practice, espe-
cially for services where the price is not agreed upon in
a fixed amount but depends on the agreed calculation.
At the moment of supply, or by the deadline for submit-
ting the tax return, the taxpayer often does not have the
supplier’s invoice or information on the amount of the
fee, and therefore cannot know the tax base on which to
calculate VAT. This results in VAT being calculated based
on estimates, followed by additional adjustments and
administrative procedures related to modifying the tax
base once the obligation is finally determined, thereby
generating unavoidable costs for taxpayers.

Change of Tax Base and “self-billing”: VAT regulations
define that when the consideration for the supply of
goods and services changes after the supply has been
made, i.e., the tax base is altered (e.g., a discount is sub-
sequently granted), the entity that made the supply
must issue a document containing certain mandatory
elements. The regulations do not allow this document to
be issued by the entity to whom the goods and services
were supplied, which is a common business practice in
other countries. This imposes additional costs on com-
panies, as they must change their usual business prac-
tices due to regulations in Serbia. The proposed change
would be in line with the existing solution for issuing
invoices prescribed by Article 43 of the VAT Law, which
provides for so-called “self-billing,” i.e., the issuance of
invoices by the recipient of goods or services under cer-
tain conditions. Additionally, based on practical experi-
ence, many foreign companies planning to expand their
business in the Serbian market often inquire about the
possibility of applying self-billing. Therefore, we believe
it makes sense to reconsider the application of this insti-
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VI.

VII.

tute to other documents (documents on the change of
the tax base) in addition to the invoice itself and align
with the application of Article 46 of the Rulebook.

Customs Authority Certification: Given that the VAT Rule-
book has been further harmonized with the regulations
governing e-invoicing, as well as the tendency for tax reg-
ulations to move towards digitalization, we believe that
Article 95a of the VAT Rulebook should be reconsidered.
Namely, according to this article, the tax exemption from
Article 24 of the VAT Law can be achieved if the competent
customs authority certifies a printed copy of the e-invoice
(external display) that has been previously confirmed by
the issuer’s signature or stamp. We believe that the appli-
cation of this provision further slows down the process, as
it significantly complicates the fulfilment of conditions for
obtaining a tax exemption, and its formulation is not in
the spirit of the e-Invoicing Law, which promotes the dig-
italization of the invoicing process. Additionally, the new
Article 101a of the VAT Rulebook stipulates that when pos-
session of an invoice - or an invoice certified by the com-
petent customs authority - is a condition for applying a
tax exemption, this condition is considered fulfilled only if
the invoice is issued or certified no later than the 10th cal-
endar day of the month following the tax period in which
the supply took place. In practice, this requirement has
proven to be very difficult to meet, resulting in taxpayers
often not applying exemptions subject to this condition,
which further increases the cost of doing business for VAT
taxpayers.

Change in VAT related to the amount of compensa-
tion that has not been collected: The VAT Law should
simplify the application of this institute by prescrib-
ing more relaxed conditions for the adjusting VAT on
amounts that have not been collected from customers.
The current solution stipulates that uncollected VAT
can only be refunded based on a final court decision
on the concluded bankruptcy proceedings or based
on a certified transcript of the court settlement record.
We point out that a significant number of neighbour-
ing countries prescribe less stringent conditions for the
refund of uncollected VAT. For example, in Croatia, it
is possible to correct output VAT if the claim has been
uncollected for more than a year, provided that meas-
ures have been taken to collect it (e.g., the claims have
been sued, or enforcement proceedings have been
initiated). The correction is carried out by the seller
notifying the debtor of the correction using a special

electronic form, and the debtor is obliged to adjust the
input VAT deduction. In Bulgaria, the seller can, after
taking measures to collect the claim, inform the buyer
in writing that the claim is considered uncollected and
issue a document reducing the tax base. In the Neth-
erlands, for example, uncollected VAT can be refunded
if the claim has not been collected for a year, with the
refund possible even earlier as soon as it is determined
that the claim is uncollectible.

VIIl. Donation of Used IT Equipment to Schools and Other

State Institutions: It is common for legal entities to use
IT equipment (e.g., computers, monitors, printers, and
other accompanying equipment) for a limited period,
such as three years, in accordance with company pol-
icy that aligns the usage period with optimal efficiency.
After this period, the IT equipment is replaced with
new equipment, and the used IT equipment is recy-
cled, sold, or donated. Used IT equipment is often still
functional and fully capable of handling less demand-
ing tasks, such as applications used in the educational
system or other state institutions. Considering that IT
equipment in the educational system is outdated or
non-functional, and with the aim of encouraging legal
entities to donate their used IT equipment, we propose
that Article 24 of the Law be expanded to include this
type of donation.

. VAT Refund to Foreign Entities: Article 271, par-

agraph 6 of the VAT Rulebook stipulates that the
Central Office, after verifying the fulfillment of the
conditions for a refund, shall issue a decision on the
request within 30 days from the date of submission
and deliver the decision to the applicant. In practice,
however, it often happens that the Central Office of
the Tax Administration decides on refund requests
more than a year after the foreign entity has submit-
ted the request. This creates legal uncertainty and
may discourage foreign entities that purchase mova-
ble goods or services in the Republic of Serbia from
making future purchases or investing in local business
operations, given the significant delays in VAT refund
approvals compared to other countries in the region.
Furthermore, the additional documentation required
from foreign taxpayers far exceeds what is specified in
Article 271 of the VAT Rulebook. Therefore, it is neces-
sary either to clearly define the additional documen-
tation within the Rulebook or to adhere strictly to the
existing provisions of Article 271.
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VI

Construction: It is necessary to prescribe that in the case of transactions in the field of construction, the parties
can opt for taxation according to the general principle - the supplier calculates VAT. Additionally, in cases where
the supplier has calculated and paid VAT, but the tax authority believes that the recipient should have calculated
VAT as the taxpayer, it is recommended to prescribe that the supplier’s invoice will be considered a valid invoice
and that no misdemeanour proceedings will be initiated against either the supplier or the recipient. The
recommendation is to clarify whether, during the installation of equipment that is directly linked to construction
works, the rules for construction or for equipment procurement should apply.

VAT Refund: It is necessary to align the handling of refund requests stated in the VAT return with the provisions of
the VAT Law and the Law on Tax Procedure and Tax Administration, which means that the audit process cannot delay
the VAT refund. The Ministry of Finance needs to issue a binding explanation in accordance with the VAT Law and the
Law on Tax Procedure and Tax Administration, and the Tax Administration should align its procedures accordingly.

Issuing Advance and Final Invoices: We believe it is necessary to reassess the importance of the obligation to
issue advance invoices if the final invoice is issued in the same month. The recommendation is to amend the
legal framework and revert to the previous legal solution in accordance with the previous explanation.

. Reverse Charge Mechanism and the Assessment of the Tax Base: When it comes to the application of the so-

called reverse charge mechanism, it should be specified that, for the supply of goods and services by a foreign
entity, the obligation to calculate VAT for the recipient of goods and services arises either at the moment: 1)
When the invoice for goods or services provided by the foreign entity is received, or 2) when advance payment
is made to the foreign entity, whichever of these two events occurs earlier. Additionally, it should be considered
to introduce an annual VAT return (monthly/quarterly returns would be treated as advance payments), which
would be submitted by March of the current year for the previous year, through which taxpayers could make all
necessary adjustments, including those related to transactions from abroad for which the recipient of goods or
services has the obligation to calculate VAT as the taxpayer.

Change of Tax Base and “self-billing”: VAT regulations should allow that a document on the increase or decrease
of the tax base can be issued by the person who supplied the goods and services or the person who is the recipient
of the goods and services. This practice is in line with VAT rules in other countries and common business practices.
This cannot in any way jeopardize the collection of VAT. On the other hand, this would help companies reduce
their administrative costs. It is also necessary to clearly define that in the case where a smaller quantity of products
than invoiced is mistakenly delivered, the taxpayer can either issue a new amended invoice or a credit note. This
corresponds to common business practice, and insisting on only one approach imposes additional costs, while
from the aspect of VAT collection, there is no reason why both approaches should not be applied. In accordance
with this, it is also necessary to define that, in the case of returning goods, regardless of the expiration date, the
supplier of the goods may issue a credit or debit note, depending on their mutual agreement. This approach cannot
jeopardize the collection of VAT, because, regardless of who issues the document, the same VAT rate applies.

Customs Authority Certification: We propose to consider amending Article 95a of the VAT Rulebook, as it
does not reflect the goal of the Electronic Invoicing Act and does not facilitate the possibility of obtaining tax
exemption under Article 24 of the VAT Act. In this regard, we believe that it should be possible to send e-invoices
to the competent customs authority in their integral form, and that customs authorities should be included
in this process in such a way that taxpayers do not print and certify external representations of the same. This
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arises from the fact that such invoices have already been created, uploaded, and sent via SEF system, which
recognizes their validity. Additionally, we believe it is necessary to “relax” Article 101a of the VAT Rulebook, which
has introduced conditions in practice that are difficult to meet for obtaining legally prescribed exemptions.

VII. Adjustment of VAT for Unpaid Compensation: We propose that more relaxed conditions be prescribed for the
refund of VAT that has not been collected from customers, and that EU practices be applied in accordance with

the previous explanation.

VIIl. Donation of Used IT Equipment to Schools and Other State Institutions: We propose that Article 24 of the Law
includes a tax exemption with the right to deduct previous tax for transactions arising from the donation of used
IT equipment to schools and other state institutions, with adequate proof.

IX. VAT Refund to Foreign Entities: It is necessary for the Central Office of the Tax Administration to process VAT refund
requests submitted by foreign entities within the legally prescribed period of 30 days, and to carry out the procedure
in accordance with the documentation requirements set forth in Article 271 of the Rulebook on Value Added Tax.

Recommendations:

It is recommended that the provisions of Article 7. of the Law should
specify that the fair value is the property tax base for entities apply-
ing the fair value measurement according to the IAS/IFRS for SMEs and
accounting policies.

To ensure the adequate calculation of the market value of immovable
property, it is necessary to: harmonize the zoning criteria of local munic-
ipalities; prescribe corrective factors to differentiate between immov-
able properties in terms of quality, year of construction, purpose and
characteristics; consider the adequacy of the methodology used for
calculating the average prices of immovable property, simplify the
method of calculating property taxes, if, for example, the storage area,
the administrative building and the land represent one unit.

Rephrasing provisions regulating exemptions from the absolute rights
transfer tax, so that it is understood that the exemption applies to the
transfer and acquisition of absolute rights that are subject to VAT, not to
those for which VAT is paid.

Enable public access to data used by the tax authorities to determine
whether the contractual price of an absolute rights transfer is in line
with the market price.

Introduced | Significant

in the WB:

2015

2014

2021

2018

progress

Certain
progress

No
progress



Recommendations:

It is advisable that the property tax return form and supporting doc-
uments be simplified by linking the Portal with the Cadaster and stor-
ing of such data enabled. Also, it should be possible to list more than
one cadastral parcel in a single municipality in Annex 1 on the terri-
tory of a specific local municipality, then automate the following data
entries: a) all facilities of the same type (e.g. all taxpayer’s warehouses
in the territory of a particular local municipality); b) calculation of quar-
terly installments (e.g. based on Sub-Annexes); c) amended tax returns
and d) automate the mathematical sequence (e.g. after entering mar-
ket or accounting parameters). In line with the above, make appropriate
technical adjustments after which, it would be possible, based on the
data saved from the Cadaster (based on the plot number and property
description, enter the zone and the average value per square meter), to
automatically fill in the appropriate forms (PPI-1, Annex 1, sub-annex),
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Introduced | Significant Certain No
in the WB: progress progress progress
2018 v

for the purpose of filing property tax returns for each year.

The property tax is regulated by the Law on Property Taxes
(“the Law”) (“Official Gazette of the Republic of Serbia”, No.
26/2001, “Official Gazette of FRY”, No. 42/2002 - decision of
the Constitutional Court, and “Official Gazette of RS”, Nos.
80/2002, 80/2002 - other law, 135/2004, 61/2007, 5/2009,
101/2010, 24/2011, 78/2011, 57/2012 - decision of the Consti-
tutional Court, 47/2013, 68/2014 - other law, 95/2018,99/2018
- decision of the Constitutional Court, 86/2019, 144/2020,
118/2021, 138/2022, 92/2023 and 94/2024), as well as by
the Rulebook on Tax Return Forms for Assessed or Assess-
ment-Based Property Tax (“the Rulebook”) (“Official Gazette
of RS”, Nos. 93/2019, 151/2020, 143/2022 and 99/2024).

Property tax is an annual tax levied on all real estate located
within the territory of the Republic of Serbia.

Real estate includes residential, commercial, and other
buildings, apartments, business premises, garages, and
other above ground and underground construction struc-
tures, as well as their parts.

Property tax is paid by every natural and legal person who
owns real estate, regardless of whether the person resides
in the Republic of Serbia or is a non-resident.

The taxpayer is obliged to report the ownership of each
property to the competent authority, regardless of whether

the property is in use or legalized.

The obligation to pay property tax arises on the day the

property is put into use, the day it becomes functional, the
day the occupancy permit is issued, the day possession
is established, or the day the right subject to taxation is
acquired.

In the previous edition of the White Book, member com-
panies highlighted specific issues that remain unaddressed
even after the latest amendments, despite being important
for business operations:

Legal entities that maintain accounting records deter-
mine the property tax base based on the market value
of real estate (except in specific cases provided by law).
The market value of real estate is represented by its fair
value recorded in the taxpayer’s accounting books, pro-
vided that the real estate is presented at fair value in ac-
cordance with International Accounting Standards (IAS),
International Financial Reporting Standards (IFRS), and
the entity’s accounting policies.

The introduction of the market value concept as the ba-
sis for calculating property tax has been accompanied
by varying interpretations over the years, particular-
ly regarding which taxpayers are eligible to apply this
valuation method. This is due to the fact that the legal
framework has not regulated this issue with sufficient
precision. Over the years, the Ministry of Finance has is-
sued Opinions that clearly expressed the position that
small and medium-sized enterprises may use the fair
value of real estate, as recorded in accordance with IFRS
for SMEs, to determine the property tax base. Howev-
er, based on practical experience, these Opinions have
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created additional legal uncertainty regarding whether
they will be applied by the competent authorities and
whether they will be binding only for future tax calcula-
tions or also retroactively.

With the legislative amendments effective as of January
1, 2025, the competence for determining, collecting, and
controlling inheritance and gift tax, as well as tax on the
transfer of absolute rights, has been transferred from the
Tax Administration to local self-government units (local tax
administrations).

In addition to the standard exemption from property transfer
tax for diplomatic and consular missions, as of January 1, 2024,
tax on the transfer of absolute rights is not payable when a for-
eign state acquires real estate for the needs of its diplomatic
or consular mission, based on the principle of reciprocity (this
amendment has been in force since January 1, 2024.).

The latest amendments to the Law and Rulebook, effec-
tive as of January 1, 2025, regulate the method of calculat-
ing the land area beneath buildings for the purpose of tax
exemption and introduce new rules that affect the submis-
sion of tax returns, data processing, and the methodology
for determining the tax base, along with improvements
that have a positive impact:

The method for calculating the land area beneath build-
ings considered for tax exemption has been further clar-
ified (Article 9, Paragraph 6), including rules for buildings
with multiple co-owners or different parts. It is specified
that in cases of changes to usable area during the year,
data on the exempted area should not be entered.

One of the most significant changes relates to situations
where local governments fail to publish average real
estate prices within the prescribed timeframe. In such
cases, the new Rulebook prescribes the use of property
values determined according to other available criteria.
This ensures timely determination of the tax base, even
in the absence of price data.

The Rulebook clarifies how the value of real estate is de-
termined when the average price per square meter in a

specific zone is not published (Article 13, Paragraph 21).

The Rulebook refers to the term “comparable real es-

tate in the best-equipped zone” to further specify the
method for calculating the tax base for taxpayers who
do not maintain accounting records. However, the defi-
nition of this term depends on the decision of the Local
Tax Authority.

New formulations have been introduced that include
the value of buildings and land subject to taxation, in
accordance with the Law on Tax Procedure and Tax Ad-
ministration (Article 13).

A new item 3a) has been added to Article 13, Paragraph
19, which prescribes the value that includes buildings
and land subject to taxation, excluding buildings ex-
empted by law.

The Rulebook provides detailed guidance on how to
record cases where a tax obligation arises due to an in-
crease in usable area during the year. In such cases, it is
mandatory to enter the date corresponding to the mo-
ment the change occurred, thereby introducing clearer
practices in tax calculation (Article 20).

In general, there is still inconsistent application of the
concept of market value of real estate as the basis for
calculating property tax, as well as ambiguity regarding
the determination of the tax base for legal entities that
do not report the value of real estate in their accounting
records based on fair value in accordance with IAS/IFRS,
but rather in accordance with IFRS for SMEs. It should be
noted that the latest amendments to the Law introduced
clarifications related to infrastructure facilities (Article 7,
Paragraph 8) (excluding buildings and other high-rise
structures), where the tax base is the book value of the
facilities as of the last day of the taxpayer’s fiscal year. For
exploitation fields and facilities (Article 7, Paragraph 10),
for which the tax obligation arises for a taxpayer main-
taining accounting records, the tax base for that year is
the acquisition cost recorded in the taxpayer’s books.

The Accounting Law prescribes that small and medi-
um-sized legal entities may apply IFRS for SMEs, and that
micro legal entities may also opt to apply these stand-
ards. However, Article 7 of the Law does not explicitly
state whether it applies to legal entities using IFRS for
SMEs. Opinions issued by the Ministry of Finance have
taken a rigid stance, asserting that there is no legal basis



for entities applying IFRS for SMEs to determine the
property tax base using the fair value method.

When determining the property tax base using aver-
age prices published by local government units, one
of the key parameters is the zone in which the prop-
erty is located, as defined by local authorities based on
utility infrastructure criteria. However, the process of
assessing utility infrastructure is not sufficiently trans-
parent. Additionally, no corrective measures are pro-
vided based on the quality/age, purpose, or area of
the property, which in practice may result in the same
tax base being applied to both newly built and signif-
icantly older properties. Consequently, market values
of real estate often differ significantly from the values
derived using average prices published by local gov-
ernments, placing taxpayers who report fair value in
their books at a disadvantage compared to those using
other valuation models. The latest legal amendments
emphasize that local governments should determine
the comparative value of the best-equipped property
in the best-equipped zone, and the implementation of
this requirement should be monitored in practice.

Significant administrative difficulties arise from the
application of the Rulebook on Property Tax Return
Forms, which requires taxpayers to re-enter data into the
LPA Portal each fiscal year, even when no changes have
occurred compared to the previous year. The taxpayer
must submit a separate tax return for each local self-gov-
ernment unit where they hold taxable property rights,
one Annex 1 for each cadastral parcel in that municipal-

V.

VI.
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ity, and one Sub-annex for each building on the parcel or
for the land itself. The Council members concluded that,
although the electronic filing system has been techni-
cally improved and allows data copying from previous
tax years, a single data point must be entered across all
related forms, leading to data duplication and frequent
errors, especially for taxpayers with properties in multi-
ple municipalities which can result in the need to com-
plete hundreds of electronic forms.

Tax authorities have been granted discretionary powers
in determining the tax base for the transfer of absolute
rights. In practice, internally determined market prices
(so-called “parities”) are applied within specific local
self-government units. These values are not disclosed
to taxpayers, making it unclear in many cases whether
the agreed price truly deviates from the market value.

Regarding the provision of the Law that defines the
exemption from taxation on the transfer of abso-
lute rights—specifically, that transfers subject to VAT
are exempt from this tax—it is considered that the
term “payment” is inadequate. VAT is calculated and
reported in the tax return, and certain transactions may
be subject to VAT but exempt from its calculation and
payment under the VAT Law.

Additionally, it should be noted that the failure of certain
local governments to adopt decisions on average square
meter prices and zone classifications for 2025 has caused
uncertainty among taxpayers regarding the determination
of property tax for that year.

It is recommended that Article 7 of the Law be amended to explicitly state that the property tax base for real
estate owned by taxpayers who maintain accounting records and report the value of real estate using the fair
value method in accordance with IAS/IFRS for SMEs and adopted accounting policies shall be the fair value.

To fully eliminate uncertainties regarding whether legal entities applying IFRS for SMEs may determine the
property tax base using the fair value method, it would be appropriate to further clarify the provisions of Article

7.

For the proper determination of the market value of real estate, it is necessary to: harmonize the criteria for zone
classification among local self-government units; introduce corrective factors to distinguish based on quality,
age, purpose, and characteristics of individual properties; review the adequacy of the methodology used to
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calculate average real estate prices; and simplify the property tax calculation method when, for example, a
warehouse, administrative building, and land constitute a single unit.

IV. Simplify the reporting process within the property tax return and accompanying forms - enable integration
of the Portal with the Cadastre and data retention and allow for the possibility that multiple cadastral parcels
located within the territory of a specific local self-government unit may be listed in Annex 1. Furthermore,
automate the following data entries:

a) data for all properties belonging to the same type (e.g. all warehouses of the taxpayer within the territory
of a specific local self-government unit);

b) calculation of quarterly instalments (e.g. based on the Sub-annex);
¢) amended tax returns; and
d) automate mathematical sequencing (e.g. after entering market or book value parameters).

In line with the above, implement technical adjustments that would enable, based on saved data and Cadastre
records, automatic generation of appropriate forms (PPI-1, Annex 1, Sub-annex) for the purpose of annual
property tax reporting, using the parcel number and property description to enter the zone and average
square meter value.

V. Rephrase the provisions related to exemption from taxation on the transfer of absolute rights to specify that
the exemption applies to the transfer or acquisition of absolute rights that are subject to value-added tax (VAT),
rather than those on which VAT is paid.

VI. Make publicly available the data used by the Tax Administration to “verify” whether the agreed price in a
transaction involving the transfer of absolute rights corresponds to the market value.

Introduced | Significant Certain No

Recommendations: .
in the WB: progress progress progress

The electronic services of the Tax Administration should be further

improved and developed in a way to enable the taxpayer to download

all tax returns in a form customized to user, as well as to enable all tax-

payers to electronically obtain TIN and all tax certificates. Propose an 2014 V
amendment to the Rulebook on the allocation of TIN, so that it is pre-

scribed that the Tax Administration delivers the confirmation of the TIN

allocation to the taxpayer in e-form.

Regulating the provisions of the Criminal Code concerning tax crimes in
more detail and taking into account the size of the legal entity and the 2014 N
volume of taxable activities.

Introduction of a time limit duration of the TIN temporary revocation. 2022 V
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Introduced | Significant Certain No

Recommendations: in the WB: progress progress progress

The introduction of a statutory deadline for tax audit duration (or adopt
the provision of Article 38 of the Law on Inspection according to which
the control procedure is suspended after 8 days have passed from the
date of submission of the taxpayer’s request for the end of the controlin
a situation where the inspector does not make a decision after the end
of the day of the end of the control after the end of the day of the end
of the inspection supervision specified in inspection order), and a tacit
acceptance procedure in the case of a failure by the Tax Administration
to issue its decision within the deadline, both for the Tax Administration
and the Ministry of Finance.

2011 v

Establishing the function of administrative supervision within the Min-
istry of Finance that will provide an effective mechanism for controlling
legal compliance of the work of the Tax Administration’s organizational
units. The PTA Law should envisage offenses of employees in the Tax
Administration who do not act in accordance with regulations (or deci-
sions of immediate higher instances) during their work, especially in cases
when they do not act within the deadlines prescribed by the PTA Law 2019 N
and in case of non-execution of the second instance body’s decision in
line with guidelines and understandings set forth therein. The PTA Law
should be further aligned with provisions of the LIO. The LIO provides
that inspectors are required to act not only to detect illegal activities and
penalize entities violating the law, but also to prevent irregularities and
provide advice to controlled entities to minimize risks from illegal acts.

Introduction of the obligation in the PTA Law of the second-instance
authority of the Ministry of Finance to resolve the administrative mat-
ter by itself, instead of the first-instance authority, if the first-instance
authority does not act according to its order and does not issue a deci-
sion within the deadline, as stipulated in Art. 173 st. 3 GAP Law. In this
way, the multi-year duration of tax proceedings would be resolved, 2022 V
where often the first-instance authority does not act according to the
order of the second-instance authority, as well as the first-instance
authority does not issue a decision in the re-procedure within the time
prescribed by law, which jeopardizes the legal security of taxpayers and
violates the principle of legality of the tax procedure.

Amending Article 147(1) of the PTA Law, so as to read that an appeal sus-

pends the enforcement of the decision. 2016 v

Eliminate legal uncertainty in the process of issuing of opinions of the
Ministry of Finance by amending Article 80 of the Law on State Admin-
istration with regard to whether the ministry’s opinions are legally bind-
ing if so prescribed by a separate law; amending the PTA Law to pre-
scribe that the ministry’s opinions are binding only if they are published
or available to all parties in a public-legal relationship; defining a 30-day
deadline for issuing an opinion defining the consequences in a situation
where previously issued opinions are changed or disregarded; amend-
ing the PTA Law to prescribe that opinions of the Tax Administration
sent by email are binding for the Tax Administration, and introducing
provisions to the PTA Law to govern the liability of authorized officers
and adequate penalties for failure to issue a binding opinion within the
30-day deadline. Introduce the obligation to publish a redacted request
with the issued opinion.

2017 V



WHITRBO0K

Recommendations:

Abolishing the provision of the PTA Law which prohibits the SBRA
from erasing a taxpayer from the register, registering status changes,
or amending information for the duration of a tax audit or procedures
undertaken by the Tax Police.

Abolishing the provision of the PTA Law which prohibits the SBRA from
registering acquisition of shares in legal entities as well as establishment
of new legal entities in cases when the founder of such entity is a legal
entity or entrepreneur over whom tax audit or any other action per-
formed by the competent tax authorities has been registered.

Strengthen the capacity of the Administrative Court in terms of exper-
tise, specialization and speed in resolving tax disputes.

Adopt Ministry of Finance binding opinion for the actions of the Tax
Administration in the domain of termination of tax liability by statute
of limitations, for which termination of tax liability is prescribed that the
Tax Administration issues a decision on the termination of tax liability
ex officio and that the same one is in accordance with Art. 163 PTA Law
transfers to off-balance sheet tax accounting. In the opinion in ques-
tion, it is necessary for the Ministry of Finance to clearly state that this
is a tax-legal relationship as a relationship of public law and that any tax
paid in which the statute of limitations has expired does not represent

Introduced | Significant Certain No

in the WB: progress progress progress
2014 Vv
2021 v
2020 v
2022 N

a natural obligation.

The regulatory framework for the tax procedure in Serbia is
shaped by four principal laws:
The Law on Tax Procedure and Tax Administration, (PTA
Law);
The Law on General Administrative Procedure (GAP
Law);
The Law on Administrative Disputes, (AD Law);
The Law on Inspection Oversight, (LIO Law).

The tax procedure is a special type of administrative pro-
cedure governed primarily by the PTA Law (lex specialis),
which regulates in detail the organization and functioning
of the Tax Administration, as well as the procedures for the
assessment, control, and collection of taxes. The PTA Law
comprehensively regulates all tax misdemeanours. The
general rules of the GAP Law apply to the tax procedure
where a certain issue is not regulated by the PTA Law, while
the rules of the LIO Law further specify the activities of the
Tax Administration regarding inspections. The AD Law reg-
ulates the judicial review of administrative decisions issued
by the Tax Administration as an additional taxpayer pro-
tection system (e.g. deciding on actions against second-in-
stance decisions of the Ministry of Finance).

The latest amendments to the PTA Law were adopted on
November 27, 2024 (Official Gazette of RS, No. 94/2024),
and they take effect from January 1, 2025, with certain pro-
visions postponed until January 1, 2026 (Official Gazette
of RS, No. 138/2022). The most important amendments in
2024 introduced the following changes:

Establishment of a Register for Individuals: The Tax
Administration is responsible for establishing and main-
taining an electronic database of individuals, including
Serbian citizens, foreign nationals residing in or having
tax obligations in Serbia, refugees, asylum seekers, and
those under special protection. The purpose of this reg-
ister is to enable efficient verification of compliance with
laws and tax obligations, as well as to assess eligibility
for certain rights. The data will be collected from official
records of other governmental bodies and directly from
taxpayers. The provisions introducing the register will
take effect on January 1, 2026;

Clarification of Grounds for Cessation of Tax Liabilities:
The reasons for cessation of tax liabilities are categorized
into four groups: (1) tax payment, (2) statute-barred tax
liability (except when unpaid taxes and related tax lia-
bilities are secured by a pledge or mortgage registered



with the competent authority from which taxes can be
collected), (3) tax discharge, and (4) permanent uncol-
lectibility of taxes. The term “tax write-off” has been re-
placed with “tax discharge,” and the law prescribes cas-
es when the Government, upon the minister’s proposal,
can issue a decision on discharge of tax and related tax
liabilities. Additionally, a special provision defines when
the Tax Administration can write off tax and related lia-
bilities (e.g., in the case of discharge by Government de-
cision) or tax overpayment (e.g., statute of limitations on
refunds, tax credits, etc.). The amendments also define
more precisely the cases of permanent tax uncollectibil-
ity as grounds for the cessation of tax liability;

Doubtful and Contested Claims: The amendments
define cases when unpaid tax liabilities are consid-
ered doubtful and contested claims, which the Tax
Administration will monitor under a special regime
due to the specific status of taxpayers (bankruptcy,
forced liquidation, death of an individual, business in-
competence, etc.);

Obligations of Legal Successors in Status Changes: A
new obligation is introduced for the legal representative
of the legal successor or another authorized person to
file a tax return prescribed by law when the deadline for
filing occurs after the deregistration of the predecessor
entity in a status change.

Payment of Taxes in Foreign Currency: Non-residents
may pay their tax liabilities in foreign currency by remit-
ting the payments into foreign currency accounts des-
ignated for tax collection. This option will be applicable
from January 1, 2026, and the responsible ministry will
regulate the method of tax payment in foreign currency.

Deferral of Tax Payment: The Tax Administration will no
longer have discretionary rights to determine whether a
taxpayer meets the criteria for deferring tax payments.
If the legal conditions are met, specifically if the tax ob-
ligation represents an unreasonably heavy burden or
payment of taxes would cause significant economic
harm to the taxpayer, the Tax Administration is obliged
to confirm, upon a reasoned request from the taxpay-
er, that these conditions are met and submit a written
proposal to the competent authority for deferral of pay-
ment. Tax deferral is not possible for the annual personal
income tax. These provisions will be applicable starting
January 1, 2026;
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Provisions on Statute of Limitations: Amendments re-
garding the statute of limitations concern cases where
the Tax Administration must issue a decision on the stat-
ute of limitations for tax liabilities/right to refund, tax
credit, or tax rebooking upon request by a taxpayer or
ex officio. It is also specified that statute of limitations
provisions will not apply to contributions for mandatory
pension and disability insurance and mandatory health
insurance;

Abolishment of Off-Balance Tax Accounting: Off-bal-
ance records will be abolished, and data entry into the
existing records will be concluded by December 31,
2025. Unpaid tax obligations recorded in off-balance re-
cords from claims in bankruptcy proceedings up to De-
cember 31, 2025, will be transferred into tax accounting
as doubtful and contested claims. For other unpaid tax
obligations and overpayments transferred to off-bal-
ance tax accounting up to December 31, 2025, the Tax
Administration will prepare reports ex officio;

Penalties for Non-Compliance with Tax Regulations:
Penalties for general tax offenses by legal entities and
entrepreneurs, such as failure to file, late filing of tax re-
turns, incorrect calculation, non-payment, and late pay-
ment of taxes, have been updated, introducing stricter
penalties depending on the amount of owed tax liabili-
ty. This applies equally to penalties for tax offenses com-
mitted by individuals.

When it comes to amendments to other laws affecting the
domain of tax procedure, changes to the GAP Law were
made at the beginning of 2023 in accordance with the deci-
sion of the Constitutional Court of the Republic of Serbia
(Official Gazette RS, No. 2/2023). There have been no recent
changes to the AD Law or the LIO Law.

New amendments to the PTA Law have introduced provi-
sions that clarify the obligation of the Tax Administration
to issue a decision on the cessation of tax liabilities due to
the statute of limitations on tax liabilities, tax refunds, tax
credits, or tax rebooking. Specifically, regarding tax liabili-
ties, the Tax Administration is obligated to issue a decision
on their cessation upon the taxpayer’s request. Addition-
ally, the Tax Administration has the option (though not the
obligation) to issue such a decision on its own initiative (ex
officio), considering the efficiency of the procedure.
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On the other hand, when it comes to the statute of limita-
tions on the taxpayer’s right to refunds, tax credits, and the
settlement of due liabilities through tax rebooking, the Tax
Administration is required to issue a decision on the cessa-
tion of these rights ex officio.

Although these changes represent significant progress, a legal
solution mandating the Tax Administration to issue a decision
ex officio on the cessation of tax liabilities due to the statute of
limitations would enhance legal certainty for taxpayers.

Furthermore, the discretionary power of the Tax Admin-
istration to assess whether a taxpayer meets the condi-
tions for deferring tax payments has been abolished. If
the prescribed conditions are met—specifically, if the tax
liability represents an unreasonably heavy burden or its
settlement would cause significant economic harm to the
taxpayer—the Tax Administration is required, upon a rea-
soned request from the taxpayer, to confirm that these
conditions are satisfied and to submit a written proposal to
the competent authority for deferral of payment. The con-
ditions for granting tax deferrals are further regulated by a
Government decree.

Introducing a range of penalties for tax offenses, which
become stricter as the tax due is larger, enhances the fair-
ness in penalizing taxpayers for failing to fulfil or for not
timely fulfilling their obligations related to determining,
reporting, and paying taxes.

Over the past year, there were no other significant changes
affecting the regulatory framework governing tax pro-
cedures in Serbia. The issues addressed in previous years
remain unresolved.

I.  The existing regulatory framework governing the tax
procedure still does not provide sufficient protection
for taxpayers against discretionary decisions of tax
authorities. Additionally, the lack of capacity and com-
petences jeopardizes the protection of legality in the
control procedure, as well as in the appellate and court
proceedings.

Il. Rules on tax-related criminal offences still do not take
into consideration the size and volume of taxable activ-
ities of taxpayers and apply the same threshold to both
small businesses and large corporations in Serbia.

VI.

VII.

Viil.

More often than not, tax inspectors do not apply the
“substance over form” principle in good faith. This reg-
ularly leads to highly unfavourable decisions for tax-
payers, which are practically impossible to change.

Tax authorities routinely fail to comply with the deadlines
for the issuance of decisions based on submitted appeals.

The existing rules regarding delayed execution of tax
administrative acts via requests submitted to the sec-
ond-instance authority do not provide for clear condi-
tions for delaying execution, providing the second-in-
stance authority with a very broad-set discretionary
right.

Rules that relate to the possibility of a tax refund in
the event of the existence of matured tax liabilities
in another respect are unclear and restrictive and
do not take into account whether such tax liabilities
are deferred or disputed (e.g. an appeal against a tax
assessment issued by the Tax Administration). As a
result of the foregoing, taxpayers are in a situation
wherein uncollectible tax liabilities result in a complete
discontinuation of the tax refund.

The statutory 30-day deadline for issuing and publish-
ing binding opinions upon request of taxpayers is not
observed, so, in practice, taxpayers wait for opinions for
more than a year.

Limiting the filing of amended tax returns to
two times is not justified. In fact, in most cases mis-
takes are made unintentionally, or are technical,
especially in the case of large taxpayers who have
large-scale and complex internal organization sys-
tems. Given that a taxpayer cannot amend a tax
return in the event of a tax audit for a specific period,
abolishing this restriction would not create an addi-
tional burden for the Tax Administration. Quite the
contrary, it would help increase the efficiency of tax
collection and encourage taxpayers’ co-operation,
consequently reducing the scope of tax audits.

. During a tax audit, as well as during the period in which

a taxpayer’s TIN is temporarily withdrawn, and until it
is reinstated, the SBRA cannot erase a taxpayer from
the register, register status changes, or change any of
the registered data. In addition, tax liabilities become
due regardless of whether or not a company is actually
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XII.

doing business (e.g. mandatory social security contri-
butions, municipal taxes). Due to the vagueness and
restrictiveness of this provision, the initiation of a tax
audit may preclude the company from closing down
business, which will lead to additional tax liabilities for
the company, regardless of the outcome of the audit,
thus de facto arbitrarily punishing the taxpayer for no
reason. Additionally, taxpayers are unable to register
changes that may even enable tax payment (capital
increase, registration of a change of legal representa-
tive, etc.).

Prohibiting SBRA to register the acquisition of shares in
legal entities or establishment of new legal entities in
cases when the founder of such entity is a legal entity
or entrepreneur over whom tax audit or any other
action performed by the competent tax authorities has
been registered. The restrictiveness of this provision
leads to the business limitations of taxpayers, which de
facto taxpayer represent a punishment for a taxpayer
without any grounds.

The PTA amendments introduced the possibility for the
Tax Administration to secure the collection of a tax lia-
bility that is not due, but for which an audit procedure
has been initiated, even though criteria or conditions
for the implementation of this measure have not been
prescribed, which is not in line with the legality prin-
ciple. As a consequence, tax resolutions that impose
the measure do not contain valid reasons why the
Tax Administration considers that there is risk in tax
collection.

Amendments to the PTA Law abolished the function of
administrative supervision within the Tax Administra-
tion. According to the amended text of the PTA Law,
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the Tax Administration has exclusive competencies to
perform the function of internal control. The Ministry
of Finance has not established supervision as a sepa-
rate function, from the moment of the abolition of the
function of administrative supervision within the Tax
Administration.

Xlll.The Serbian Administrative Court, as the final instance

for tax disputes, does not have a sufficient level of spe-
cialization and expertise to adjudicate on tax matters.
A court decision will typically take more than one year.
Considering that the procedure before the court does
not postpone a tax liability, i.e. the taxpayer still has to
settle the previously disputed tax, even if he eventually
does win the case, incurred costs for the taxpayer usu-
ally result in taxpayers receiving refunds of lower value
in real terms. In addition, courts almost never decide on
the merits of a case.

XIV.There is no prescribed length of time for the temporary

confiscation of PIB by the Tax Administration, which in
practice equates to the permanent confiscation of TIN
and preventing taxpayers from performing their activ-
ities, as they cannot perform any payment transaction
except paying taxes.

XV. Article 36 of the Law on Tax Procedure and Tax Adminis-

tration (ZPPPA) regarding the delivery of tax documents
is imprecisely formulated, especially in the part con-
cerning electronic delivery to the email address of the
taxpayer’s proxy. In practice, it often happens that a tax
document is sent to an inactive email address, resulting
in a bounce-back message indicating the email address
isinactive. However, the Tax Administration records this
as a properly executed delivery, thereby depriving tax-
payers of their legal right to appeal.

The electronic services of the Tax Administration should be further improved and developed in a way to enable the
taxpayer to download all tax returns in a form customized to user, as well as to enable all taxpayers to electronically
obtain TIN and all tax certificates. Propose an amendment to the Rulebook on the allocation of TIN, so that it is
prescribed that the Tax Administration delivers the confirmation of the TIN allocation to the taxpayer in e-form.

Regulating the provisions of the Criminal Code concerning tax crimes in more detail and taking into account the

size of the legal entity and the volume of taxable activities.
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VI.

The introduction of a statutory deadline for tax audit duration (or adopt the provision of Article 38 of the Law
on Inspection according to which the control procedure is suspended after 8 days have passed from the date of
submission of the taxpayer’s request for the end of the control in a situation where the inspector does not make
a decision after the end of the day of the end of the control after the end of the day of the end of the inspection
supervision specified in inspection order), and a tacit acceptance procedure in the case of a failure by the Tax
Administration to issue its decision within the deadline, both for the Tax Administration and the Ministry of Finance.

. Introduction of a time limit duration of the TIN temporary revocation.

Establishing the function of administrative supervision within the Ministry of Finance that will provide an effective
mechanism for controlling legal compliance of the work of the Tax Administration’s organizational units. The
PTA Law should envisage offenses of employees in the Tax Administration who do not act in accordance with
regulations (or decisions of immediate higher instances) during their work, especially in cases when they do not
act within the deadlines prescribed by the PTA Law and in case of non-execution of the second instance body’s
decision in line with guidelines and understandings set forth therein. The PTA Law should be further aligned
with provisions of the LIO. The LIO provides that inspectors are required to act not only to detect illegal activities
and penalize entities violating the law, but also to prevent irregularities and provide advice to controlled entities
to minimize risks from illegal acts.

Introduction of the obligation in the PTA Law of the second-instance authority of the Ministry of Finance to
resolve the administrative matter by itself, instead of the first-instance authority, if the first-instance authority
does not act according to its order and does not issue a decision within the deadline, as stipulated in Art. 173
st. 3 GAP Law. In this way, the multi-year duration of tax proceedings would be resolved, where often the first-
instance authority does not act according to the order of the second-instance authority, as well as the first-
instance authority does not issue a decision in the re-procedure within the time prescribed by law, which
jeopardizes the legal security of taxpayers and violates the principle of legality of the tax procedure.

VIl. Amending Article 147(1) of the PTA Law, so as to read that an appeal suspends the enforcement of the decision.

VIIl.Eliminate legal uncertainty in the process of issuing of opinions of the Ministry of Finance by amending Article

80 of the Law on State Administration with regard to whether the ministry’s opinions are legally binding if so
prescribed by a separate law; amending the PTA Law to prescribe that the ministry’s opinions are binding only if
theyare published oravailable to all partiesin a public-legal relationship; defining a 30-day deadline forissuing an
opinion defining the consequences in a situation where previously issued opinions are changed or disregarded;
amending the PTA Law to prescribe that opinions of the Tax Administration sent by email are binding for the
Tax Administration, and introducing provisions to the PTA Law to govern the liability of authorized officers and
adequate penalties for failure to issue a binding opinion within the 30-day deadline. Introduce the obligation to
publish a redacted request with the issued opinion.

. Abolishing the provision of the PTA Law which prohibits the SBRA from erasing a taxpayer from the register,

registering status changes, or amending information for the duration of a tax audit or procedures undertaken
by the Tax Police.

Abolishing the provision of the PTA Law which prohibits the SBRA from registering acquisition of sharesin legal entities
as well as establishment of new legal entities in cases when the founder of such entity is a legal entity or entrepreneur
over whom tax audit or any other action performed by the competent tax authorities has been registered.
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XI. Strengthen the capacity of the Administrative Court in terms of expertise, specialization and speed in resolving

tax disputes.

XlI. Reformulate Article 36 of the Law on Tax Procedure and Tax Administration (ZPPPA) with regard to the delivery

of tax documents via email.

Recommendations:

We propose the following amendments or clarifications to the Law on Electronic Invoicing:

a. Enable simple and transparent access to the “European and Serbian
standard for electronic invoicing”

b. Further harmonize the terminology of VAT and ZEF, especially
aligning with Article 42 of the VAT Law.

c. We propose that the SEF develop, and the ZEF regulations specify
the digital signing of cancellation documents as proof of input VAT
correction.

d. We propose clarifying whether the payment request applies/does
not apply to proforma invoices issued to the public sector.

e. We propose that when amending and supplementing legal
regulations, for which technical adjustments of the taxpayer’s
system are necessary, the implementation period should be a
minimum of 3 to 6 months. Additionally, we propose abolishing the
POPDV form to eliminate duplicate record-keeping.

f. We propose suspending the manual transfer of fiscal receipt data
until digital transfer within the SEF is established.

With the introduction of digitalization, it is expected to simplify pro-
cesses and save time in this regard, and we ask that the development of
the SEF be considered in terms of digital verification of the formal cor-
rectness of e-invoice elements, such as logical and mathematical verifi-
cation of e-invoice correctness, as well as error reporting.

Align the date of electronic recording of VAT calculation and input tax
with the date for submitting the VAT return (by the 15th of the current
month for the previous month).

We propose more detailed regulation of the method of recording VAT
calculation, in collective and individual records, as well as recording
input tax, for already prescribed situations in which records are kept,
and closer definition of situations in which individual and collective VAT
calculation records are kept.

Introduced | Significant
in the WB:

2022

2022

2022

2023

2024

2024

2022

2023

2023

No
progress
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The implementation of electronic business in the Republic
of Serbia began in 2017 with the introduction of the Law on
Electronic Document, followed by the adoption of the Law on
Fiscalization, the Law on Electronic Invoicing (ZEF), the Law
on Electronic Delivery Note, and the introduction of e-Excise.
The most significant changes relate to the preparation, report-
ing, and exchange of electronic documents/invoices/delivery
notes/excise stamps, electronic identification, as well as elec-
tronic data exchange in both the public and private sectors.
The Republic of Serbia has taken a step further in the legal
regulation and implementation of electronic business and the
monitoring of the development of information technologies
based on solutions contained in international practice, regula-
tions, and standards of the European Union.

Members of the Foreign Investors Council support the
introduction and modernization of e-commerce, whose
aim is to stimulate more efficient in business entities’
operations, contribute to a decrease in grey economy and
develop a trusted market, make citizens’ access to the ser-
vices of public authorities easier and safer, while the intro-
duction of electronic archiving is expected to simplify the
access to financial documents.

Electronic business is regulated by the following laws and
by-laws:

Law on Fiscalization (“Official Gazette of the RS”, No.
153/2020, 96/2021, and 138/2022)

Entered into force on May 1, 2022, regulating new fiscal-
ization model, entering new fiscalization model making
fiscal invoice visible to the Tax Administration in real time,
as opposed to the previous method of data transfer at the
end of the day. Fiscal invoices are being tracked by gener-
ated unique QR code/hyperlink, that is a part of each fiscal
invoice. Taxpayers are obliged to register for each retail point
of sale, unless exempted based on the Law on Fiscalization,
an electronic fiscal device, in addition to a cash register, can
be a computer, tablet, or mobile phone and the QR code on
each slip enables customers, i.e., users of services, to check
the validity of the bill by a simple code scanning.

Law on Electronic Invoicing (ZEF) (Official Gazette of the
RS”, No. 44/2021, 129/2021, 138/2022, 92/2023 and 94/2024)

Fully implemented from January 1, 2023, with the aim to reg-

ulate the obligation of electronic recording of VAT calcula-
tions in the electronic invoicing system; regulate the use of
the electronicinvoicing system; provide basic instructions for
handling electronic invoices, including how to accept/reject
an electronic invoice, as well as other relevant instructions.

Rulebook on Electronic Invoicing (Rulebook) (“Official
Gazette of the RS”, No. 47/2023, 116/2023, 65/2024, 73/2024,
101/2024, 107/2024, 56/2025 and 85/2025)

Implemented from July 1, 2023, the consolidated rulebook
replaces the previous three rulebooks and regulates the
method and procedure for registering access to the electronic
invoicing system (SEF); the application of e-invoice standards;
the elements and attachments of e-invoices; the method and
procedure for electronic recording of VAT calculations in SEF
including input VAT; procedures in case of temporary interrup-
tions in SEF operations; the use of data from SEF; and the pro-
cedures of the Central Information Intermediary.

Of significant importance is the Internal Technical Manual,
published and additionally harmonized by the Ministry
of Finance of the Republic of Serbia. The Electronic Invoic-
ing System (SEF) has been introduced, which represents
an information technology solution for sending, receiving,
recording, processing, and storing e-invoices, managed by
the central information intermediary. Additionally, the SEF
records VAT calculations for public and private sector enti-
ties, as well as VAT for representatives of foreign entities reg-
istered for VAT in the Republic of Serbia, who are obliged to
ensure technical capabilities and timely implementation in
accordance with the Law on Electronic Invoicing (ZEF).

The introduction of electronic business and issuing invoices
in electronic form is the biggest change since the introduc-
tion of VAT. In addition to the new regulations, further align-
ment with other relevant laws is required, primarily with the
Law on VAT and the Law on Accounting, especially in terms
of specifying the content and manner of issuing invoices.

Law on Electronic Delivery Notes (ZEO) (“Official Gazette
of the RS”, No. 94/2024)

The Law on Electronic Delivery Notes aims to regulate the
obligation of sending and receiving electronic delivery
notes during the movement of goods for entities in both
the public and private sectors. It governs the use of the
information technology system for managing electronic
delivery notes, provides basic guidelines for handling



delivery notes and receipts, and defines the procedures
for their acceptance or rejection, along with other rele-
vant instructions and exemptions from the obligation of
implementation.

Rulebook on Electronic Delivery Notes (PEO) (“Official
Gazette of the RS”, No. 21/2025)

The Rulebook on Electronic Delivery Notes regulates the
method and procedure for sending, receiving, and pro-
cessing electronic delivery notes within the system man-
aged by the Central Information Intermediary. It specifies
the standards for electronic delivery notes, their compo-
nents, and the method of recording within the system, as
well as procedures in case of technical difficulties. Of key
importance is the internal technical guideline, published
and additionally harmonized by the Ministry of Finance
of the Republic of Serbia, which provides detailed instruc-
tions for system users and ensures compliance with legal
requirements.

A phased implementation of the ZEO is planned as follows:
Thefirst phase, starting on January 1, 2026, includes the obli-
gation for public sector entities to send and receive elec-
tronic delivery notes to and from other public sector entities,
as well as the obligation for carriers to present the electronic
delivery note issued for such movements of goods during
inspection procedures, in accordance with the provisions
of laws governing inspection oversight. Additionally, in the
first phase, private sector entities are required to send elec-
tronic delivery notes in cases involving the movement of
excise goods, to send electronic delivery notes to public sec-
tor entities, and for carriers to present the electronic deliv-
ery note issued for these movements of goods. The second
phase, covering other types of goods’ movement, will be
implemented starting October 1, 2027.

In addition, the integration of the e-Delivery Note module
with the e-Invoice system has begun, aiming to link issued
delivery notes with the issuance of e-invoices. This inte-
gration is intended to facilitate business operations, accel-
erate administrative processes, and reduce the likelihood
of errors. E-Delivery Note represents a significant shift in
tracking the movement of goods and requires substantial
system adjustments by all stakeholders, which are cur-
rently underway. We believe that the deadline for imple-
menting the first phase is very short, especially consider-
ing that many uncertainties regarding the legal framework
have only been clarified during this year, and ERP systems
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still need to be developed and configured accordingly.

The e-Excise System (“Official Gazette of the RS”, No.
75/2023)

The system was regulated through amendments to the
Excise Law during 2024, while the obligation to label excise
goods with control excise stamps containing QR codes
beginsin 2025. The law was adopted with the aim of further
harmonizing excise policy in the areas of energy products,
tobacco products, and alcoholic beverages with EU stand-
ards, and introducing improved control over the move-
ment of excise goods.

The e-Excise system is defined as a centralized information
system managed by the Ministry of Finance. It retrieves data
from other registers maintained by competent authorities,
as well as data related to excise goods, excise taxpayers,
and market participants. The system enables the submis-
sion of electronic requests for issuing control excise stamps
and for issuing and renewing excise warehouse permits.
It also facilitates business process management and com-
munication among users of the e-Excise system regard-
ing excise goods, and records, stores, and processes data
related to the movement of excise goods.

Within the e-Excise system, control excise stamps with
QR codes are introduced, containing data such as code,
description and brand name, place and date of production,
information about the production line and details about
the market where the product will be sold.

Since the transition to electronic business, the technical
functionality of the SEF has been improved several times,
enabling more efficient work for all users.

In line with last year’s proposals, we believe that the amend-
ments to the VAT Law and the Law on Electronic Invoicing
have led to the following improvements:

Provisions have been introduced to regulate the prelim-
inary tax return, which is expected to eventually replace
the need for preparing and using the POPDV form. It is
necessary to consider whether the new provisions elim-
inate duplicate recordkeeping and enable simpler busi-
ness documentation management within the electronic
invoicing system.
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Internal technical guidelines have been issued by the Min-
istry of Finance covering VAT calculation in the SEF system,
input tax records in SEF, and electronic delivery notes.

Under the latest amendments to the Rulebook on Elec-
tronic Invoicing (“Official Gazette of the RS”, No. 85/2025),
a VAT taxpayer who has received goods or services may
issue a notification via the electronic invoicing system
stating that the deduction of input tax has been correct-
ed, or that the calculated VAT was not used as input tax.
The exchange of such notifications regarding input tax is
available in the SEF environment as of October 11, 2025.

The Foreign Investors Council (FIC) has communicated pro-
posals for clarifying the ZEF regulations, as well as the func-
tioning of the information system, which have received a
positive response to some extent from the working group
of the Ministry of Finance responsible for establishing the
e-invoice system. The most significant of these are the
technical adjustments to the SEF.

I.  We will point out the remaining ambiguities regarding
the interpretation of the Law on Electronic Invoicing, as
well as the functioning of the SEF:

a) The terms of the European and Serbian standards
on electronic invoicing, which have not yet been
applied in business, are listed. To better understand
and adequately apply them, legal entities have re-
searched the legal regulations, but it is not easy to
find complete explanations, and even the standard
itself is not publicly available. We believe that for a
better understanding of the rights and obligations
of private sector entities, it is important that the
standards are transparent and publicly available.

c

Certain terms in the VAT and ZEF laws still have ter-
minological inconsistencies, especially regarding
the application of Article 42 of the VAT Law. For ex-
ample, the terms “invoice” and “e-invoice,” “date of
transaction,” etc.

) In practice, the concept of a payment request re-
mains unclear, particularly whether a pro forma in-
voice issued to a public sector entity is considered
a payment request and, if so, which document type
should be selected in the SEF system.

V.

d) Although regulatory changes are often announced
in advance by the Ministry of Finance, the period be-
tween their adoption and practical implementation
leaves very short deadlines for taxpayers to make all
necessary technical system adjustments. This has
proven difficult in practice, and the e-Invoice system
itself is often not ready on time.

e) Full integration with the fiscalization system has not
been achieved. In the spirit of digitalization, it would
be expected that all data already processed through
fiscalization be made available and transferred to
other records. Unfortunately, this functionality is not
enabled in SEF and represents a significant adminis-
trative burden and risk for taxpayers. While we recog-
nize that the greatest challenge to full integration lies
in technical issues and the incompatibility between
the platforms used for fiscalization and SEF, we be-
lieve that active efforts should be made to resolve this
technical problem and enable database alignment.
This would create the foundation for full integration,
eliminate duplicate recordkeeping, significantly re-
duce the administrative burden for taxpayers, and
most importantly, mitigate the risk of potential errors.

The functionality of the SEF has been fullyimplemented
since January 1, 2023, and the FIC has communicated
proposals for technical improvements on several occa-
sions. With further enhancement of e-business, it would
be significant to introduce automated data checks.

In addition to the VAT return submission deadline, which
is the 15th day of the month, an additional deadline of 12
days after the end of the tax period has been introduced
for electronically recording the VAT liability calculation
as well as input tax. This imposes unnecessary additional
administrative work and costs, while also shortening the
time available to prepare for the already established VAT
return deadline prescribed by the VAT Law.

A list of SEF users has been created, but it has been
observed that it is not regularly updated.

The planned implementation of the ZEO as of January
1, 2026, for private sector entities in cases involving the
movement of excise goods, requiring them to issue
an electronic delivery note, leaves an extremely short
timeframe for implementation. It demands significant
effort and resources from the affected entities to adapt
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their information systems accordingly. delivery within a single public sector entity. During the
public consultation on the ZEO proposal, no explana-

VI. The provisions of the ZEO foresee unequal application tion was provided as to why the obligation to issue an
of the law between public and private sector entities. electronic delivery note applies to the movement of
Specifically, Article 3, paragraph 2, item 5) stipulates goods within a private sector entity, while the same
that the obligation to issue an electronic delivery note obligation does not apply to public sector entities.

does not apply to the movement of goods involving

I.  We propose the following amendments or clarifications to the Law on Electronic Invoicing:
a) Enable simple and transparent access to the “European and Serbian standard for electronic invoicing”.
b) Further harmonize the terminology of VAT and ZEF, especially aligning with Article 42 of the VAT Law.

c) We propose clarifying whether the payment request applies/does not apply to proforma invoices issued
to the public sector.

d) We propose that when amending and supplementing legal regulations, for which technical adjustments of
the taxpayer’s system are necessary, the implementation period should be a minimum 6 months.

e) We propose suspending the manual transfer of fiscal receipt data until digital transfer within the SEF is fully
established.

Il.  With the introduction of digitalization, it is expected to simplify processes and save time in this regard, and
we ask that the development of the SEF be considered in terms of digital verification of the formal correctness
of e-invoice elements, such as logical and mathematical verification of e-invoice correctness, as well as error
reporting.

Ill. Align the date of electronic recording of VAT calculation and input tax with the date for submitting the VAT
return (by the 15th of the current month for the previous month).

IV. Regular updates of the SEF user list should be carried out to ensure proper information for users who need to
determine whether an electronic invoice or a paper invoice will be issued for a specific entity.

V. Itis necessary to extend the deadline for the implementation of the ZEO for private sector entities in cases
involving excise goods, to allow uninterrupted trade of the relevant products and to enable these entities to
adjust their internal information systems.

VI. We propose that Article 3, paragraph 2, item 5) of the ZEO be amended to extend the exception from the obliga-
tion to issue an electronic delivery note to private sector entities in cases involving the movement of goods that
constitute delivery within a single private sector entity.
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Recommendations:

Continuation of the reform of the non-tax revenue system, by eliminat-
ing all parafiscal charges that do not provide corresponding benefits
in return, in terms of specific rights, services, or resources, while at the
same time ensuring a consistent application of the Law on the Budget
System, which regulates the basic principles of introducing and collect-
ing non-tax public revenues.

Adoption of the Law on Fees that should regulate all fees paid for a pub-
lic service, while setting their level in line with Methodology and a new
Law on the Financing of Local Governments, preceded by a compre-
hensive analysis of and alignment with solutions and tendencies of sec-
toral laws.

Any new tax burden, or increase to an existing one, should be pre-an-
nounced to taxpayers and introduced through tax laws drafted by the
Ministry of Finance, not by funds, agencies, or other ministries.

Apply the business signage tax ceiling to the obligation of a single tax-
payer, regardless of the number of facilities with displayed business
signs that they have in the territory of any one municipality or whether
they have more business facilities in other municipalities in Serbia
(banks, insurance companies, telecom companies, etc.)

Change the methodology and manner of determining the fee for the
environment protection and improvement so that the fee is paid exclu-
sively by taxpayers whose activities affect environmental pollution and
use the funds to mitigate the negative consequences of these activities.

Judicial protection of taxpayers’ rights should be significantly improved
through a reform of the Administrative Court, specialization of judges
in tax matters, or the establishment of a special department within the
Administrative Court with the sole jurisdiction to handle tax disputes.

Introduced | Significant Certain No

in the WB: progress progress progress
2015 v
2014 v
2013 v
2014 v
2020 v
2016 )

There are numerous parafiscal charges in Serbia that exist
in parallel with taxes, increasing the effective burden on
the economy under conditions that are often non-transpar-
ent and unfair. As a kind of public levy, parafiscal charges
actually impose an obligation that does not provide (at all
or in an adequate proportion) a specific service, right, or
good in return.

The authorities recognize this fact, which is why a parafiscal
reform was carried out in late 2012, abolishing 138 parafis-
cal levies. The reform continued in 2013, with a first draft

of the Law on Fees for the Use of Public Resources and the
adoption of the final version of the Law at the end of 2018,
but also by imposing new parafiscal levies such as a man-
datory membership fee for the Serbian Chamber of Com-
merce in 2018. The reform process is still ongoing, which
is especially reflected in the large number of changes that
have been made to the regulations governing the manner
of determining and reporting compensation for the pro-
tection and improvement of the environment.

During the previous year no significant improvements



occurred in respect to FIC recommendations given earlier.
As of January 2025, new rules regarding mandatory mem-
bership fees to the Chamber of Commerce and Industry
of Serbia have come into effect. Micro enterprises with
annual revenue below one million dinars are fully exempt
from paying the membership fee. Additionally, companies
with annual revenue up to twenty million dinars are now
required to pay only the fixed portion of the fee, as the
variable component has been abolished. Starting in 2025,
the environmental protection and improvement fee is sub-
ject to a new reporting deadline and submission method.
Taxpayers must now submit their declarations exclusively
electronically, via the Local Tax Administration portal. Fur-
thermore, the payment frequency has been changed to a
quarterly basis, replacing the previous annual schedule.
In June 2025, the government announced the establish-
ment of a centralized database of parafiscal levies, along
with planned amendments to the Budget System Law.
These changes aim to create a unified register of fees and
charges, which will be accessible for electronic payment,
thereby enhancing transparency and simplifying compli-
ance for businesses.

I.  The reform of non-tax revenues has not been com-
pleted yet. The remaining issue is related to fees that
should be paid for a public service proportionally to the
costs of its provision. Currently, only a part of the fees
are regulated by the Law on State Administrative Fees,
while numerous laws and by-laws have introduced lev-
ies that are by their fiscal nature fees, but which come
under different names (charge, compensation, etc.). In
addition, it is questionable whether the Rulebook on
Methodology for Determining Costs of Public Service
(Methodology) was applied when setting the levels of
all these fees.

Il. A particular problem that we deem should be high-
lighted concerns the local utility tax for displaying
business signs (business signage tax). Business sig-
nage tax costs for remaining taxpayers has significantly
increased since the regime for the payment of the
business signage tax was changed. The overall liability
of a business entity for business signage has reached
significant amounts, inter alia, due to diverse practices
amongst local governments.

lll. To additionally point out, during 2019, the determin-
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ing the fee method for the environment protection
and improvement was changed on two occasions.
The methodology initially established by the Law on
Fees for the Use of Public Goods and accompanied by
provided bylaws, inter alia, defined the fee to be paid
according to the amount of pollutants emitted and
the hazardous waste produced and disposed of. How-
ever, although the method of determining the fee was
intended to be paid by legal entities and entrepreneurs
who perform activities that negatively affect the envi-
ronment, the calculating fee methodology was too
complicated, which resulted in a very small number
of applications fees for environment protection and
improvement by taxpayers.

At the end of December 2019, the manner of deter-
mining the compensation for the environment pro-
tection and improvement was changed again by the
bylaws amendments. The new methodology simplifies
the calculating fee method and it envisages that the
fee is paid in a fixed annual amount depending on the
size of the legal entity in accordance with accounting
regulations and the degree of environmental impact
of the predominant activity performed in accordance
with the prescribed classification. However, in this way,
the obligation to pay compensation was imposed on
almost all legal entities and entrepreneurs in Serbia,
regardless of whether their predominant activities
really have a negative impact on the environment. The
current methodology for determining the amount of
compensation is contrary to the provisions of the Law
on Fees for the Use of Public Goods, which, among
other things, stipulates that the basis of compensation
for environmental protection and improvement is the
amount of pollution, i.e. the degree of negative impact
on the environment.

IV. The Law on Fees for the Use of Public Goods was
amended at the end of October 2023. However, the
amendments to the law would not affect the meth-
odology in which the amount of compensation is
determined.

V. The FIC reiterates that the introduction of new taxes
and duties, or increasing existing ones, during the fiscal
year, without prior notice to taxpayers that would ena-
ble them to adapt their business to the new fiscal bur-
den, adversely affects the predictability of the business
environment and the operating results of companies.
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VI.
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The judicial protection of taxpayers’ rights is inef-
fective. The proceedings before the Administrative
Court are very lengthy and the Court usually simply
confirms the decision of the Tax Administration, with-
out providing an adequate statement of reasons for
such a ruling. Alternatively, in exceptional cases, the
disputed decision is annulled, and the case remanded

back to the second-instance Tax Authority, with-
out going into the merits of the case, which further
protracts the entire process of the protection of tax-
payers’ rights. The Court almost never schedules any
hearing where a taxpayer could explain its arguments
before the Court or present its objections to the find-
ings of the Tax Administration.

VI.

Continuation of the reform of the non-tax revenue system, by eliminating all parafiscal charges that do not
provide corresponding benefits in return, in terms of specific rights, services, or resources, while at the same
time ensuring a consistent application of the Law on the Budget System, which regulates the basic principles of
introducing and collecting non-tax public revenues.

Apply the business signage tax ceiling to the obligation of a single taxpayer, regardless of the number of facilities
with displayed business signs that they have in the territory of any one municipality or whether they have more
business facilities in other municipalities in Serbia (banks, insurance companies, telecom companies, etc.)

Change the methodology and manner of determining the fee for the environment protection and improvement
so that the fee is paid exclusively by taxpayers whose activities affect environmental pollution and use the funds
to mitigate the negative consequences of these activities.

Adoption of the Law on Fees that should regulate all fees paid for a public service, while setting their level in
line with Methodology and a new Law on the Financing of Local Governments, preceded by a comprehensive
analysis of and alignment with solutions and tendencies of sectoral laws.

Any new tax burden, or increase to an existing one, should be pre-announced to taxpayers and introduced
through tax laws drafted by the Ministry of Finance, not by funds, agencies, or other ministries.

Judicial protection of taxpayers’ rights should be significantly improved through a reform of the Administrative
Court, specialization of judges in tax matters, or the establishment of a special department within the
Administrative Court with the sole jurisdiction to handle tax disputes.




