INSTRUCTION

  NO 3 , dated 30/01/2006 amended by Instruction No.8, dated 5/6/2007 and Instruction no.9, dated 25/06/07
ON
"VALUE ADDED TAX"
Pursuant to Article 102, item 4 of the Constitution of the Republic of Albania for the application of Law No 7928, dated 27.4.1995 "On Valued Added Tax" with the amendments on it, the Minister of Finance

INSTRUCTS:

1.
Registration for Value Added Tax

1.1
Obligation to apply to be registered

Obliged to apply to be registered is any juridical or natural person that carries on an economic activity, which turnover exceeds or it is foreseen to exceed the amount of 8 million leks, or such person will engage in import activities, for one calendar year. 

The term “person” includes any person that carries on an economic activity independently on the legal organisation form. It also includes institutions, central or local government bodies, social and political organizations that carry on taxable economic activities.

Obliged to be registered are also all physical and juridical persons or other entities as individuals, other government or local government bodies, social and political organizations, national or international, diplomatic missions, etc. that carry on import-export activities, independently from the turnover.
For every business that carries on import-export, customs activities will be made only after the taxable person submits the original or a notarised copy of the TIN Certificate. 

The individuals may carry on Customs activities without being obliged to register only for goods of personal use. The definition “goods for personal use” is given in conformity with the provisions of article 199 of Customs Code and item 1 of the Decision of Council of Ministers “On implementing Provisions of Customs Code”. Not obliged to be registered are also those individuals that make occasionally import for private use, like transportation means for personal use, and others of such nature, independently to the fact that for these goods they have to pay the VAT at the customs points. In such case, import activity is made by a common TIN issued by General Taxation Department, and TIN is made known to all customs points by General Customs Department.  

1.1.1
Period to be considered for the calculation of the turnover

The basic period to be accounted for the calculation of the turnover is one calendar year that means, the period from January 1st up to December 31st. In any case, if during the calendar year, the expected turnover will be above the limit of 8 million, the physical or juridical person is obliged to apply to be registered. 

1.1.2
The considered turnover

Turnover to be considered is the total turnover made by the same person, regardless of such person’s status. 
a) Total turnover
The total turnover includes all the supplies performed by one person: taxable supplies, exempted supplies and supplies for export. It includes also other supplies that can be made during the activity of the person like aids, subventions, etc. The turnover is calculated on the total price paid by the purchaser. The price includes taxes and any other liability. The only exception to this rule is the sale of capital assets of the taxable person like buildings, vehicles and equipment. When total turnover is calculated, these sales are not considered. 

b) The same person
If a person carries on different activities in the same place or different places, the turnover for establishing the registration limit includes the turnover of all the activities, in all the places where it is carried on, whatever is the name of the branch or legal form. It is the person and not the economic activity that is registered for VAT and every registration covers all the economic activities of the registered person. 

c)  Commencing or closure of the economic activity
If a person commences or closes his activity during a calendar year, the turnover considered for the registration limit is adjusted in proportion to the duration of the activity. For example, if a person commences his activity on October 15th, and his turnover from the October 15th until the end of the year is 1 700 000 leks, the minimal registration limit is (8 000 000 : 365) x 76 = 1 665 753 leks. In this case the person is taxable and is required to apply to be registered. 

d)  Turnover increases above the registration limit
If the turnover in a calendar year is increased above the registration limit, the person becomes taxable and must apply to be registered from the January 1st of the next calendar year. 
1.2
Right to apply for registration 
Every person, whose turnover is lower than the registration limit might ask to be registered at any time, whenever he deems necessary for reasons of his economic activity. The unregistered person, independently of the level of the sales, has to apply all the requirements of the law including submission of tax returns, tax due payment, record-keeping until his de-registration, etc. 

1.3
Registration manner
1.3.1 Registration Period

a) Start of an economic activity
A person who commences an economic activity is obliged to make a request for registration within 15 days from the starting date, when his turnover is expected to exceed the registration limit. Whereas persons, who start an activity, related with import – export, are obliged to register within 15 days from the starting date, independently if the turnover might not reach to the minimal registration limit.

b) Increase of turnover
If during a calendar year, the realized turnover exceeds the registration limit, the person is obliged to register within 15 days from the last day of the calendar year, in which the turnover exceeds the registration limit. Taxpayer pays previous year’s tax liabilities on the type of tax for which he has been registered for such calendar year.
1.3.2. Registration place

The unique place where the registration can be done is the VAT office in the LTO according to the administrative territory division. 

1.3.3. Registration forms

The taxable person should complete the Request Form for VAT Registration. The unique form used for registration is that distributed by the General Taxation Department. It contains all the necessary information for the identification of the taxable person (name, address, economic activity and all the necessary information requested in conformity with law and this Instruction). Format and content of registration form is according to the model attached to this Instruction
1.4. Registration certificate

Tax authorities after having received the request for registration, which meets all the necessary conditions, fill in the Registration Certificate and give that to the taxable person. The Registration Certificate includes the name of the taxable person, trade name (if there is one), TIN and the date when the registration becomes effective. Form and content of registration certificate is according to the model attached to this Instruction. 

TIN is unique. The taxable person has a unique number, regardless of the number of branches or economic activities he has. The same number cannot be issued to other taxable persons, even if such number is not used any more by a taxable person. All the declarations addressed to the tax authorities (tax returns, custom returns, etc.,); all the invoices issued by the taxable person for the economic activity should contain the TIN. Registration certificates distributed by tax authorities should be exposed in all the addresses where the taxable person carries on his economic activity. Such registration certificates are provided at the moment of commencing the activity and are valid for all the time.  

1.5 Tax authorities’ registration powers
Tax authorities have the right to: 

- to register a taxable person when he meets the conditions of being a taxable person, regardless of the fact that he has not made any request to register. For this reason, they complete the registration form instead of the taxable person, by visibly writing down on the form “Desk Registration” and “Registration done by_ X __________________ (name and surname of the inspector who makes the registration.) date_______________.” Within 5 days from the registration date, the relevant inspector shall hand over the Registration Certificate to the taxable person;

- to refuse to register or to deregister any person who has not been obliged to register and has no right to register, with effect from the date that the registration came into force 

When tax authorities take such decisions, they inform the taxable person in writing.

2. Deregistration

2.1 Obligation to notify changes

The taxable person is obliged to notify any changes to tax authorities. The notification of changes shall be made within 15 days from the moment they occur, by filling in the form “Change of registration data” (according to the form designed by the GDT) and sending it at the VAT Local Tax Office. The notification procedure of the changes is the same with the registration procedure. There are changes that require deregistration and others requiring modifications in registration.

2.1.1. Changes that require the annulment of the existing registration 

Each of the following changes requires the annulment of the existing registration: 

- Closure of the economic activity

- Sale of the economic activity

- Companies joins (melt with another one) in order to carry out an economic activity previously performed by a taxable person

- Turnover falls down to the minimal registration limit for the latest period of 12 months
- Resigning from the registration right in case such is not obligatory.
If, as a result of changes in letters “b”(sale of economic activity and “c”(companies melting), a taxable person should be registered, such taxable person is issued a new registration number.  

2.1.2. Changes that require modifications in registration

Each of the changes below requires annulment of the existing registration:
- change in the name or commercial name of the business, name or/and address of one of the partners

- change in the names of owners or administrators

- change of the name or/and address in Albania of the fiscal representative for VAT appointed by a company outside the country

- change in the address of the main business location , or location where business is carried out

- change in the main economic activity

- change of the bank account number 

The existing TIN does not change as a result of these modifications, but the certificate is updated with new information. 

2.1.3. Tax authorities power to deregister

The tax authorities have the right to deregister from the active registration register, by changing as dormant any taxable person, when it is proved that, for whatever reason, he has not carried out any activity during the last fiscal year. 

2.2.
Deregistration process

2.2.1 Registration periods and the date of coming into force

 In case taxable person closes his economic activity, he should ask to be deregistered not more than 15 days after the last day when he has carried out taxable supplies. Deregistration becomes effective since the last day of taxable supplies.

 In case turnover falls down the limit of the latest 12 months period, the taxable person may apply to be deregistered any time, but not before one year from the date in which registration has become effective. Deregistration comes into power when the taxable person has applied to be deregistered.

 In case taxable person resigns from his right to be registered, he (taxable person) may apply to be deregistered at any time, but not before one year from the date in which registration has become effective.

 De-registration carried out by the tax authority, after a year without declaring and once all the administrative procedures of verification have been carried out, these taxpayers pass into the dormant status, through a special register of the tax authority.

2.2.2 Other provisions on deregistration

Deregistration place is the LTO where the registration is done. The form used for deregistration is called “Changes on Registration for VAT”, defined in item 2.1. Deregistration procedure is similar with the registration one. 

At the moment of deregistration, the taxable person is obliged to submit a Declaration and Final Payment Form, according to form defined in item 10.1. This declaration shall have VAT calculated on stock and capital goods (equipment) on deregistration date. 

Taxable persons that are VAT-de-registered, according to provisions of letters “d” and “e” of paragraph 2.1.1.of this Instruction and that carry on their economic activity, are considered as taxable persons under Small Business Tax and Simplified Profits Tax. Such category of taxable persons shall not be obligated to calculate VAT on stock and capital goods (equipment) on deregistration date.

Tax authorities, on any final de-registration, are required to apply the procedures defined in the Law and Instruction “On Tax Procedures in the Republic of Albania”. Even after the de-registration date, the taxable person is responsible for any VAT liability resulting from the period he was registered, up to the moment that such liabilities are written off, according to provisions of article 46/2 of the Law “On Tax Procedures”.
3. Self-supplies
Pursuant to item 5 of article 10, if a taxable person uses goods that he produces for private purposes, such shall be dealt with as if he supplies (sells) such goods as part of this taxable activity, even if he is provided (buys) these goods for purposes of carrying out his taxable economic activity. The self-supply condition is that goods produced by the taxpayer shall be used by him for taxable supply purposes (so he has the right of reclaiming VAT). In such case the taxable person issues a sales invoice for himself, which means that he is both the seller and buyer.

Example: if a taxable person, producer of furniture uses 10 tables and 10 chairs to furnish the offices where his economic activity takes place, then this is a self-supply.

The taxable value of the self-supply is the production cost. If the goods produced from the economic activity, are used by the producer himself, but for an exempted economic activity, or partly exempted according to the VAT Law (article 33), the taxable person does not have the right of reclaiming (or only partially, depending on the case) of VAT paid in the first purchases.  

Provisions of item 5 of article 10 are not applicable in cases of construction companies that construct for sales purposes, despite the fact that the entrepreneur of such buildings and the investor is the same taxable person. In such case supply of construction process is taxable as described in the defined rules of item 7.1.2., letter “a”, below.  

4.   Transfer of economic activity
If a taxable person sells his economic activity completely or partially to another person, who is or becomes taxable in relation with the acquired activity by continuing it and this transaction meets 2 conditions simultaneously economic condition and legal condition, the supply is not taxable and is called transfer of economic activity.
The economic condition requires that the activity transferred shall have economic autonomy, in other words, shall have the possibility to function independently at the receiver. The economic autonomy implies the existence of all conditions for carrying out production, like premises, raw materials, machinery etc. the sale of one of them only (raw material, premises or machineries…etc) has nothing to do with the transfer of economic activity, but only with an usual supply of goods, on which VAT is applied.

The legal condition requires that the verification of the seller’s balance-sheet be made in all cases, so it can be found out how many assets were used for the production of the product and how many were transferred. In the same way, is looked at how much is the income from this sale. The same verifications shall be made in the buyer’s balance-sheet (in which the activity was transferred), how many assets were acquired and what have been done with the liabilities. A transfer contract must be designed and signed between two persons and must be officially authenticated at the notary office, as described under Civil Code.
If the taxable person provides goods that are part of his economic activity’s assets, for instance by selling, donating or using them privately, this is a taxable supply and VAT is calculated on the taxable value of such supplies.

5. Moment of supply

The supply is considered carried out at the moment when the issuing of an invoice is liable. During the delivery of the goods or when such goods are available, or services are rendered regarding that supply, the taxable person making a taxable supply is obliged to issue an invoice.
In all other cases, when the taxable person deposits the payment before the goods are delivered or otherwise made available, or services are rendered, he is obliged to issue an invoice for the supply at the moment when the payment is received by him. This invoice will be recorded immediately both in sales book and on VAT return of the same month in which the payment is made. 

5.1 Transfer of goods for sale on instalments.

Based on article 13, item 7 of the law, in case goods are transferred on the basis of a contract on leasing or sales on instalment, regardless of moment of property transfer, liability on VAT is borne on whole goods value. Whereas with regard to declaration and payment on taxable period, VAT is assessed according to payment of instalment value of goods that are available to the user. Operations of such nature are those that deal with transfer of goods on the basis of financial leasing contract. On any case, the seller or lessee is required to desin (issue) an invoice with VAT on any instalment as defined in the respective leasing contract as follow: g
a) In case the lessor is a taxable person, non bank or financial institution.

Supplier of goods issues an invoice to lessor with a taxable value that corresponds to full price, by applying a 20 % VAT on it. Lessor is required to register in the purchase book the invoice issued by supplier by crediting VAT applied on it. In case the lessor supplies goods to lessee, on any case of financial lease instalment (usually monthly), he is required to issue a VAT invoice with a taxable value that equals the instalment full amount by applying on 20% VAT on it. Such invoices are registered by lessor in the sales book and are declared as taxable sales, under the taxable periods they correspond. The lessee, in case he/she is a taxable person (VAT registered taxpayer), is entitled to crediting of such invoices in the manner defined in provisions of article 33 of the Law “On VAT”. Therefore, the tax credit is allowed for such goods supplies that serve to taxable activity and is not limited by the above article. At the end of the contract, in case the lessor exercises the possibility of purchase of goods defined in it, the lessee issues a final invoice at taxable amount (value) defined in the contract and its registration is made in the same manner as partial invoice issued during all the period of contract extension. The same procedure as mentioned above is followed in case the lessor is the producer of goods, but the role of supplier is exempted from the scheme.

b). In case the lessor is a bank or financial institution that carries on financial leasing activity as well.

Persons that exercise activity in bank area, in order to engage in financial leasing activities should have a permit or such activity is included in the concerned license. According to provisions of Article 21 of VAT law, financial services defined in such article and performed by bank are VAT exempted. Meantime financial lease activity is taxable. Thus the bank simultaneously carries on taxable and exempted VAT operations. In such case are created relations between supplier, the bank in the lessor and lessee role as well. Supplier that sell goods to the bank (leesor ) issues for it a tax invoice at full price by applying 20 % VAT on it. 

Bank registers such invoice in the sales book. Financial lease is a taxable activity and supplies made serve solely to such activity, then the bank is entitled to VAT credit applied on such supply. At the moment that bank has supplied goods to lessee, on monthly basis it issues a tax invoice with a taxable value that corresponds to full monthly instalment amount (including interest) by applying 20% VAT on it. Such invoices are recorded by bank in the sales book and are declared as taxable sales, under corresponding tax periods.   
At the end of the contract, in case the lessor exercises the possibility of purchase of goods defined in it, the lessee issues a final invoice at taxable amount (value) defined in the contract and its registration is made in the same manner as partial invoice issued during all the period of contract extension.
Meanwhile, bank makes other purchases charged with VAT that serve both to exempted activity (financial service) and taxable activity including financial lease. For such expenses category, based on article 33 of VAT law, partial VAT credit is applied. Thus bank credits VAT related to such expenses up to that amount that they serve to its taxable activity. 

6. Supply against payment
6.1. Private use of goods

When goods pertaining to the economic activity of a taxable person, are privately used outside this activity, the supply is taxable (article 18.2).This includes self-produced goods, as well as goods from the inventory or the assets of the economic activity of the taxable person. 

The private use includes also the personal use of the economic activity assets by the taxable person. It also includes the use by other persons such as relatives, employees, friends, etc.
In such circumstances the taxable value is defined according to Article 27 of the VAT Law, second paragraph. As personal use shall be considered at the moment of deregistration the stock inventory of the assets for which VAT has been paid on purchase. In this case, the taxable person is required to submit a Declaration and final Payment Form, as defined in item 10.1 of this Instruction. This declaration shall have VAT calculated on stock at the de-registration date, assessed according to the market value and stock of capital goods (equipment) estimated according to paragraph 15.1.4.of this Instruction.

6.2. Supplies against reduced payment.
As a supply against payment, (therefore taxable), are considered all those cases when goods supplied to a taxable person for the purposes of his economic activity, are supplied by him or are given for use to other persons against reduced payment, unless cases when the goods are supplied or used only as trade samples, publicity or promotional articles without payment . In the meaning of this Law, sample is considered a goods supply without payment, and not suitable for resale

A supply against reduced payment is considered the case when the supplier does not receive payment, (e.g. a gift is offered or if the payment is significantly less than it would be if the purpose of the supplier were to make a profit on that and similar supplies), or cases when, goods are sold at prices lower than the purchase prices, goods and services supplied as incentives (on condition that the customer will make other acts on the benefit of the seller). Goods and services supplied, as in the above cases, are taxable and their taxable value is the total payment that has to be payable on the basis of sales prices with regard to that supply.
6.3   Providing of activity assets free of charge.

In cases when a goods supplier provides for use to his client, free of charge, tangible assets, that are part of his activity, for the purpose of distribution of the goods that he supplies( refrigerators,  fridge counters(in bars, markets), and other goods of such nature, then his treatment for VAT purposes will be as follow:
- In case the client being provided with an asset for use by his supplier pays at the same price with a client that purchases performing assets of that nature, then no VAT is calculated and charged on providing assets for use.

- In case the client being provided with an asset by his supplier, pays at a higher price than a client that solely purchases goods, then VAT is charged 20% of the price difference. Such difference is considered as the value for providing the asset for use.

This principle is applied only in cases where there is no obligation to make payment in cash or in kind for the purchaser for the use of asset. To fall under such treatment, it is necessary to meet the conditions as follows:

- Between the supplier (asset owner) and the client there is a binding contract under which supplier makes continuous supplies of that commodity which are maintained (kept) in that asset.

In the concluded contract it should be specified that providing for use of such assets is made free of charge.

-Application in practice of such contract, i.e. continuous supplies by provider (owner of asset) for the client should be accompanied by justifying documentation. 

- In the accounting documents, supplier presents such assets, in conformity to all rules, as his own asset.

The above treatment is valid only in cases where there is no obligation to make payment in cash or in kind for the client (purchaser) to the supplier (owner) for the use of asset.

-  In case providing of assets for use is made against payment, then we consider as taxable supply and on such transaction a 20% VAT is charged.        
7.
Taxable and exempted supplies 

The Law “On Value Added Tax” is applied to every supply of goods and services, made by every taxable person, regardless of the juridical form of the organisation and type of economic category carried on by him. At the same time, articles 19 to 25/7 and article 26/1 of the Law describe a limited number of exemptions from this tax, as well.

7.1
Land and buildings

Leasing a land or a site is an exempted supply, except the cases when the land is used for parking of transport vehicles and other means of transport. The parking of means of transport and other movable vehicles is VAT taxable.
Services supply in construction, thus the process of construction and maintenance of buildings, are taxable supplies.

The renting of buildings, unless they are public property, by the central or local government authorities, is taxable. 
 Leasing of buildings, according to definitions of paragraph 7.1.2 of this Instruction and providing building and maintenance services is a taxable service. 

Leasing of public buildings by central or local government bodies shall be considered an exempted supply for VAT purposes. 

The definition of the “ground”, according to this law, implies an area unprocessed, unattended, undeveloped, not containing any erections, except for simple divisive walls or fences that determine the borders of such area.

Building implies a fixed construction on the ground, or part of that structure (such as a room or an apartment), which includes the ground on which it stands as well as the surroundings included in the sale, but does not comprise roulots or trailers. 

Construction is defined as any other process that results into a partial or complete new building or substantially changed walls, roads, foundations. We define buildings as below:

a. Work for the construction of buildings and other structures that include:   

· Construction work(walling, scaffolding, plastering, etc);
· Public works (construction and maintenance of roads, etc.);
· Work for the modification and adjustment of parks and operations that aim at extending limits for such parks use; 

· Work for the adjustment of territories that require modification of the relief;
· Work on the (heating) air-conditioning network and metallic structures;
· Work for the destruction of immovable assets

b. Work for the equipment of building and other edifices that include:

· Services for the provisions of equipment to buildings, equipment incorporated definitely into the building, which due to their destination are transformed into unmovable assets (electrical, sanitary and air-conditioning installations, etc.)

· When instalments of items or mobile equipment, after fitting into the houses, preserve their mobility, this is no longer considered as a construction labour, but sale of items as the result of an offered service.

 c. Services for repairing immovable assets and installations of an immovable nature. These include necessary interventions on buildings that have damages, and also the painting of façades, re-instalment of the electrical or sanitary network etc. 
Maintenance is defined as an operation carried out in the ground or in buildings, in order to prevent their further degrading or impairment and keep the ground and the buildings in good conditions, as well as cleaning.

 7.1.1. Minimum taxable of dwelling buildings.

On the basis of article 27/1 minimum taxable on buildings for dwelling purposes on the process of construction is based minimum fiscal price and the construction surface. 

Minimum orientating prices for fiscal purposes on the process of construction of buildings for dwelling purposes are defined by Decision of Council of Ministers after consultation with Builders Association of Albania.  

7.1.2. VAT application manner in construction

Charged VAT on construction:

a)  When construction companies are building for sale or renting purposes, the VAT is calculated and paid monthly upon the value of monthly circulation of the labour. The tax invoice will be issued for each month, and it will contain a serial number. The value of the monthly circulation will be the taxable value, upon which the VAT will be calculated at 20%. The taxable person must calculate a monthly VAT. The total value of this monthly circulation is registered in the sale’s register.  
b) When the construction companies are professionally licensed, they will build edifices for their own licensed business. No VAT is charged and their Value Added Tax is added to the sales they carry out for such purpose. In such cases the type of the building must be the one used in the construction industry and their purpose of use must be declared, and approved by the Mayor’s office. The value of the monthly circulation is registered both on sale and purchase. 

Credit is allowed in VAT paid in purchase made for such purpose. Full crediting is allowed in case taxable person carries on economic activity that is considered fully taxable and partial crediting when the activity is partially taxable.   

c) When a building company is licensed as such, but it builds homes for its own use, the VAT is calculated and charged according to article 18.2. If the work is paid in advance, then the taxable person receiving the advanced payment is obliged to issue an invoice and register this invoice in the register of sales belonging to the taxable period in which that advanced payment was made.

7.2. Financial services

Financial services defined in Article 21 of the Law “On VAT”, are VAT exempt supplies.

But if the taxable person supplies services for supervision, transactions related to items used for collections or actions related to the debt collection, he is rendering taxable services.

The non-life insurance is also a taxable service, with the exception of life guarantee. Non-life supplies are all kinds of property guarantee, the provision of civil responsibility, all kinds of guaranteeing motorised means and all other kinds of non-life guarantee.

In all the above-mentioned cases, the VAT will be calculated in the amount of 20 per cent of the premium insurance and will be payable by the customer together with the premium.

 Third party responsibility insurance (guaranteeing motorised means and health of Albanian citizens abroad) outside the territory of the Republic of Albania, shall be treated at 0 % rate

Taxable supplies are also property guarantee. In this case, in the total value of insurance premium will also be included VAT.

7.3     Bank of Albania

Based on Article 22 of the Law, the supply of gold, banknotes and coins to or by the Bank of Albania is exempted. But in cases when the Bank of Albania involves in other economic activities like the printing of banknotes for numismatic purposes, etc., it makes taxable supplies and should be registered and pay the VAT. 
Supply of printing of fiscal stamps by the Printing House of Bank of Albania for the Ministry of Finance is considered VAT exempt supply.  

7.4 
Postal services

The supply of postage stamps for use of postal services, the supply of tax stamps and all similar stamps is an exempt supply. But if the post office imports or renders other postal services, and its calendar year turnover is higher than 8 millions, it should be registered and pay the VAT.

7.5
 Non-profit organisations 

For VAT purposes, a non-profit organisation is considered any company, institution, association or organisation that is founded and exercises its activity in conformity with Law no. 8788, dated 7/5/2001 “On non-for-profits Organizations” and that is not established for generating profits or incomes from its members and which rules do not allow distribution of profits or properties to its members.

All budgetary institutions subsidised by the state are considered non-profit organisations. 
Based on Article 24 of the Law, all the supplies made by non-profit organisations against a reduced payment, which means that these organisations should render these supplies by itself, and these supplies have to be made against a reduced payment according to the conditions set out in Article 18 of the Law, are exempt supplies if they are:

-a supply of goods or services for medical or dental treatment,

-a supply of services for the protection or welfare of children or old people,

      -a supply of educational, cultural or sporting services, or

-a supply of services by religious or philosophical organisations with a view to spiritual welfare

A supply is made against reduced payment if the supplier does not receive payment, or if the payment is significantly less than it would be if the purpose of the supplier were to make a profit on that and similar supplies, Article 18, paragraph 4.  On the contrary, when these organizations make the above supplies against a full payment, then they are making taxable supplies. If a non-profit organization carries on other activities, different from those mentioned above, it is carrying on a taxable activity, independently to the fact that the payment is reduced or full. In this case, if the volume of the turnover is higher than 8 million leks, it is obliged to be registered and pay the VAT.

Based on the second paragraph of Article 4 of the Decree of the President, No. 1510, dated 28.06.1996 "For some changes on the VAT Law ", imported goods against a reduced payment as humanitarian aid by humanitarian, charitable, religious organisations, public entities, and other budget state institutions aiming at rendering of the abovementioned services (according to the Article 24 of the Law), are not VAT charged.

Supply of educational services and goods and supply of services closely related to them, by educational institutions, public or private, that exercise their activity according to the laws “ On Pre-university Education System in the Republic of Albania” and “On the University Education System in the Republic of Albania” are exempted supplies from VAT.  “Supply of goods and services closely related to educational services” implies supplies of goods and services (books, school equipments, internet services, photocopying service, printings, etc. of such nature, included in the price that students pay), provided by educational institutions. Transport services and those of catering will be considered related to educational services solely, in those cases, provided supplied by educational institutions (which implies that transport means and personnel of educational institutions render the services). In the cases when such services are provided by entities outside the educational institutions, such services shall be considered as if they were not closely related to educational services and shall not be VAT exempted.           

7.6.
Diplomats and international organisations

Based on Article 25, the supplies made for diplomatic missions and their staff are exempted, based on the reciprocity principle and for international organisation and their staff based on international agreements and NATO.

Based on this article, the importation of goods for diplomatic missions and their staff is exempted from VAT. It is also exempted the import of goods for international organisations recognised as similar by the Albanian state and NATO. The exemption for international organizations is given according to conditions established by international conventions that found such organisations.        

However, even if they are exempted, the diplomatic missions as well as international organisations and NATO, have to be registered for VAT and be provided with TIN Certificate since they import.

For domestic purchases, diplomatic missions, international organisations and their staff shall pay the VAT at the moment of purchase. But, for VAT paid during purchasing they will be reimbursed with the condition that any purchase invoice should be above 10 000 leks. The right of reimbursement for Embassies will be granted based on the reciprocity principle. This means that, the VAT paid in purchases will be reimbursed only to those diplomatic missions and their staff, which states reimburse the VAT to the Albanian Embassy and its staff. The Directorate of Protocol, in the Ministry of Foreign Affairs, which is responsible for the application of reciprocity principle, will deal with the reimbursement procedures of VAT paid. This office will provide to the diplomatic missions, international organisations and their staff the Form on “Request for Reimbursement” attached to this document. Every diplomatic mission, international organisation, will send to the abovementioned office for every purchase, two copies of the “Request for Reimbursement” form (signed and sealed by the Head of the Embassy or international organisation) and the original purchase invoice to the LTO of that district. The Directorate of Protocol in the Ministry of Foreign Affairs sends the master copy of the original form ‘Request for Reimbursement’ and the original purchase invoice to the VAT office of the district. The VAT Office is obliged to make the reimbursement of the VAT paid in the proper invoices within one month from the date when the documentation was submitted to the Directorate of Protocol, in the Ministry of Foreign Affairs. Within this period, the VAT Office will verify directly to the seller, the invoice issued by him for the diplomatic mission, international organisation, and its record to the sales book, recording in the VAT declaration of payment for the relevant month and the deposition of the VAT collected by the above-mentioned entities. After the verification and approval of the request for reimbursement, the VAT Office of the district issues an Order of Reimbursement, signed by the Head in the Office of National Trade Bank of that district. The Order for Reimbursement is issued for the total value of VAT that will be reimbursed by the Directorate of Protocol, in the Ministry of Foreign for the total sum of the reimbursements, and the latest delivers the reimbursements according to each request.

With regard to the purchases by the NATO’s staff and its units within the territory of the Republic of Albania, they will not pay the VAT at the moment of purchase. For this purpose, the representative of NATO, is obliged to submit to the seller a Certificate of Delivery, according to the model attached, based on which the seller prepares the Tax Invoice with VAT 0%. In the end of the invoice, the seller notes: “this VAT exempt is based on the Certificate of Delivery No……dated…….” The office authorised for the issuing of Certificate of Delivery, next to NATO Command in Albania, every month, within the 10th sends to the Local Tax Offices in concern, when the purchases are done, a summary list together with the copies of Certificate of Delivery issued for purchases realised in the forthcoming month, which will serve for the crossing and verification of tax invoices issued with VAT 0%. 
7.7 Hydrocarbon operations

The following are exempted from VAT:

-The supply of services made by contractors and their sub-contractors, verified as such by the National Agency of Hydrocarbons, related to the realization of research and development stages of hydrocarbons operations.    
-The supply of imported goods made by the contractors with each other or sub-contractors for their contractors, according to article 26/1 of this law. 

For purpose of this paragraph, “Hydrocarbon operations”, has the same meaning as in Law No. 7746, dated 28.07.1993 “For Hydrocarbons”.

Contractors and sub-contractors that benefit from the abovementioned exempts are those VAT taxpayers that, supply on their behalf only services specifically mentioned in definition “Search“ and “Establishment”, of Law No. 7746, dated 28.07.1993 ”For Hydrocarbons”. 

“Exploration” means search for hydrocarbons by geological, geophysical and other means, and includes the exploratory drilling of wells for search and evaluation.

“Establishment” means the construction and installing of equipments for the production of Hydrocarbons and drilling of exploitation wells. 

In the meaning of this paragraph, the supply of services of construction rendered by contractors or subcontractors, accepted by National Agency of Hydrocarbons, shall be VAT exempt, when such construction works are considered as necessary for realization of search and development stage. The supply of services, that are not directly related with search and development stages, such as, internet and telephone services, etc., provided by the contractors or sub-contractors, shall not be considered VAT exempt.  
7.8. Drugs and equipments for medicine

The supply of drugs, medicine equipments and packaging material used or the production and packaging of drugs, are exempted supplies.
7.9 Exempted supply on import 
      Exempted VAT supplies as defined under article 26/1 are as follow:

-
The final import of all goods by a taxable person, when their supply is exempted from VAT in all the circumstances within the country.

- 
The import of goods placed under a transit regime.

-
The import of goods declared for being under a temporary permitted regime and that of the active processing.

       -    Importation of live animals used for improving the quality of such animals, granted
    by various donors.
       -    Importation of goods by NATO and its units in the framework of operations on the 
    basis of international agreements.
       -    Importation of military equipment and materials donated by NATO and partner
     countries.

7.9.2. Operations under the regime of active processing.
Subcontractors rendering supply of services for companies under active processing regime are VAT- exempted solely for service supplies on account of active processing companies, thus, for active processing of non-Albanian sourced commodities, for export destination. 

Classified activities under active processing regime are considered such activities that are entirely destined for export.

Operations of such nature must meet two requirements:

a) Subcontractor, in no case becomes the owner of half-processed material brought by the client.

b) Raw material or semi-produced raw material provided by the client to subcontractor should completely be manufactured and take the shape of a product.

Material provided by the customer in the form of raw material should be entirely provided back physically to such client by the company of active processing regime in the form of ready-made (produced or semi-produced) product, with the exception of technological scraps (discards) in the course of production and in conformity with technological card of production. The requirement is that such raw material or semi-produced articles should be identifiable supported by proper documentation to the company under active processing regime, during all time of the active processing. In case the quantity of the semi-produced commodities or products results to be less than it should have been in comparison with the material used under active processing, then, the difference shall be considered as sales made by processing company.           

c) Specific obligations.
Between the customer (the main contractor under active processing regime) and subcontractor should be signed a contract in conformity with Civil Code. Subcontractors should keep a special register in which are described activities performed on account of the customer. In such register are recorded the identity of the customer, i.e. trade name, TIN, name and family name of the administrator, legal status, address of location and local tax office in which the customer is registered.
On any client and entry and exit operation is recorded:

- The type and quantity of raw material under active processing regime and date of entry as well. 
- The type and quantity of half-processed or finished products and date of exit.

- In the register must be evidenced the stock of processing company. For such purpose the inventory is maintained on monthly basis.

- Delivery of any quantity of semi-finished or finished products by subcontractor to customer (contractor) is accompanied with invoice on the value (price) of service provided, without VAT.

To benefit from the above scheme any subcontractor (taxpayer) is required to submit a request to respective local tax office. The local tax office after performing proper verifications issues the authorization for such subcontractor to be included in such scheme. All authorizations issued for such purpose are kept in a special register in which are recorded name of taxpayer (subcontractor), TIN, address, type of activity, contractor for which renders the supplies, date of authorization issue, validity of the issue.  
7.9.3. VAT deferred payment scheme.

Pursuant to provisions of Law no.9597, dated 27/7/2006, are amended item 2.1 of Article 26 of the law no. 7928 “On VAT”. Taxable persons that import machineries and equipments to be invested in economic activities, independent of the type, the VAT deferred payment scheme is applied for six months according to which VAT is not payid at customs office at the moment such import is made..

With regard to definition, the terms shall mean: 

Import and investment are required to be carried out by the same taxpayer and should be related directly to respective technological process. The meaning of the terms under provisions of above mentioned acts are as follow:  

· The term “machinery” implies any construction, created by man and by being provided with energy (electricity) in a suitable form as well as due instruction, is capable for performing a work.
· The term “technological process” implies complexity of methods that have to be followed step by step for the purpose of meeting the aim of investment realization.
· The term “equipment” implies equipment and apparatus that serve as machinery accessories and that support proper functioning as well as measuring and controlling such machinery parameters work. 
1.1 General conditions:   

VAT payment is deferred up to six months from the time such import is made.

Such payment deadline may be shorter in case:

- when the taxable person applies to make the payment at an earlier time before the six months deadline;

- when the taxable person import machineries for selling purposes to third parties.

VAT payment by such persons is deferred up to tax period (month) in which sales of machineries is made. 
Taxable person, beneficiary of such scheme is required to submit to customs body the necessary justifying, accompanying documentation on machineries and equipment, based on customs provisions. 
Taxable value on imported machineries and equipment is defined in conformity with legislation applicable in customs and tax administrations, independently if imported machineries and equipments are charged or not charged with customs duties. Such value includes also: 
a) Transportation and insurance costs and other expenses included in the importation of machineries and equipment upon the moment of entry in the territory in the Republic of Albania;

b) tariffs, taxes and other payable liabilities, as a result of exporting of such machineries from states that they are exported or are payable as a result of such machineries and equipment importation with exception of payable VAT.

Tax body, upon defining payable VAT on machineries and equipment including all its compound elements, applies VAT tax rate, in power at the moment of import of machineries and equipments. 
 VAT assessed by customs body is not paid by taxable person at the moment of import of machineries and equipment clearing, it (VAT) is payable by importer (taxable person) within six months upon the moment of import of such machineries and equipment. Payment is made in the account of customs body where import procedures are carried out.

1.2. Importing taxable persons 
a) persons that import machinery and equipment for investment in their activities

At the moment of import of machineries and equipment for investment, the taxable person that imports such machineries and equipment is issued import            customs declaration (DAV-Albanian language; SAD=Sole Administrative Document)-English) (IM4) with a registration number, R. In the box no.37 of DAV is placed an additional code 99 (for deferral of VAT payment on machineries and equipment).

In the box no. 47, DAV liabilities account, column MP, at VAT item, no.2 is placed  that implies non-payment of VAT at the moment of import. Thus in the total of liabilities that have to be paid are reflected only the amount of customs liabilities. At the moment that payment is made, DAV is printed ( the latest version of the declaration), that has the same registration number R and in the box no.37 there will the additional code 003 for payment of VAT on machineries and equipment for investment purpose.

In box no. 47(liabilities assessment) of DAV, in column MP, in VAT item is placed 1, that implies VAT payment.

This document, the latest version, is also the justifying import document valid for further registration for VAT effects. 

The date of VAT payment at customs house, submitted on the justifying document mentioned above defines also the tax period(month) on which the taxable person registers(solely for the purpose of keeping documentation on VAT) and declares the VAT as deductible at tax body. 

Registration of the value of machineries and equipment as well as the VAT applied in imports in purchases book on VAT is made in the tax period (month) that VAT payment in imports is made.
On any such registration the note “Import with VAT deferral payment, referred to customs declaration no. -----, dated ------” is placed visibly.

On the VAT declaration and payment Form, of such tax period, taxable value of machineries and equipments and the VAT assessed and paid on their import, are reported respectively in import boxes no(14) and (15).          

b) taxable persons that import machineries for sales. 
Such persons do not pay VAT at customs house on machineries defined in the annex attached to the decision of the Council of Ministers no. 559, dated 16/08/2006.  
Taxable persons that import machineries for supplying third parties are entitled to benefit from deferral scheme of VAT payment up to tax period (month) in which sales are made but not more than six months from import time. 
At the moment of import of machineries and, the taxable person is issued import            customs declaration (DAV) (IM4) with a registration number, R. In the box no.37 of DAV is placed an additional code 992 (for deferral of VAT payment on machineries for sales).

In the box no. 47, DAV liabilities assessment, column MP, at VAT item, no.2 is placed  that implies non-payment of VAT at the moment of import. Thus, in the total of liabilities that have to be paid, are reflected only the amount of customs liabilities. In the same tax period (month) when the taxable person sales the imported machineries is obligated to pay VAT on their import in the account of local customs house where import procedures are made.

At the moment that payment is made, DAV is printed ( the latest version of the declaration), that has the same registration number R and in the box no.37 there will the additional code 004 for payment of VAT on machineries for sales purpose.

In box no. 47(liabilities assessment) of DAV, in column MP, in VAT item is placed 1, that implies VAT payment.

This document, the latest version, is also the justifying import document valid for further registration for VAT effects. 

The date of VAT payment at customs house, submitted on the justifying document mentioned above defines also the tax period(month) on which the taxable person registers(solely for the purpose of keeping documentation on VAT) and declares the VAT as deductible at tax body. 

Registration of the value of machineries and equipment as well as the VAT applied in imports in purchases book on VAT is made in the tax period (month) that VAT payment on imports is made.

On any such registration the note “Import with VAT deferral payment, referred to customs declaration no. -----, dated ------” is placed visibly.

On the VAT declaration and payment Form, of such tax period, taxable value of machineries and equipments and the VAT assessed and paid on their import, are reported respectively in import boxes no(14) and (15).          

c) Taxable persons that import equipment for sales 

For the import of equipment for sales purposes VAT deferral payment scheme is not applied. VAT payment is made at the customs house at the moment of equipment import. Further registrations are made in the same manner as other goods imports. 
II. VAT deferred payment scheme for importing electricity by KESH

For electricity importation by KESH is applied VAT deferred payment scheme, according to which KESH s.a. is permitted the VAT payment deferral on electricity importation upon the moment of submitting the concerned VAT declaration and by not paying VAT at customs offices at the moment of electricity importation
For the tax period that correspond to time of electricity importation, by KESH is issued a sales invoice VAT included (within the country) at the same value with that electricity imported, where the purchaser and seller are the same person.

Such invoice is registered both in the sales and purchases books by KESH.  
On the relevant VAT return, the taxable value on the imported electricity and the VAT calculated on it are recorded on proper import boxes and the same declaration is reported as sale within the country and the VAT calculated on these sales boxes.    

- KESH is obliged to submit to the Local Tax Office where is registered, within the 14th of the next month, VAT Invoice as well as to provide the following documents in two copies:

· Copies of Sales Invoice compiled, as defined above

· Copies of the sales and purchases book for the proper tax period 

· Copies of the Customs Declaration for Import.

For the purpose of closing the balance sheets accounts on imports, KESH is required to submit to Local Customs office within the 25th of the next month a copy of the each of the following documents:

· Copies of Sales Invoice drew as defined above

· Copies of the sales and purchases book for the proper taxable period

· Copies of VAT Return, all signed by the VAT Office. 

Failure to submit such documentation to the local customs office gives the right to the customs authorities to suspend this scheme.
7.10. Prepaid telephone cards

The main telecommunication operators calculate and pay VAT for the whole value of prepaid phone cards that they supply to their distributors. By whole value we mean the claimed price or final price defined by the main operator issuing it.

Subsequently, the supply of these cards from the distributors will be considered out of the VAT scope and distributors will not be allowed to credit the invoiced VAT from the main operators with regard to these cards.   

Meanwhile, the prepaid phone card distributors invoice to the main operator the commission value that they benefit from the service they supply. The calculated VAT, in this case, is deductible for the main operator.

 Example:

  Let us suppose that the main operator of telecommunication X has been trading phone cards with a claimed price of 1.000 lek (VAT inclusive).

 This company will issue an invoice where the calculated VAT will be:

833,4 + 166,6 (VAT) = 1,000 lek
 The distributing company Y that purchase the above phone cards, does not calculate the VAT when reselling the card and has no right to deduct the VAT of the invoice issued by the main operator. If for the service supplied to the main operator X, the distributor Y benefits a commission at a rate of 15% of the claimed price of the card = 150 lek, then he issues a VAT invoice, where the  VAT assessed will be: 150:6=25 lek

therefore, 125 + 25 (VAT) = 150 lek.

The main operator X is entitled to deduct the VAT on purchase for the amount of 25 lek.
7.11. Sales of newspapers, magazines and advertisement services in them.
VAT exempt are supplies of services of printing houses for newspapers. In such case taxable values on tax returns issued by the printing houses on newspapers is not charged with VAT. Sales of newspapers and books of any kind is an exempted supply. 

VAT exempt are supplies of advertisement services by written and electronic media.

 In such case taxable values on tax returns issued by written and electronic media is not charged with VAT.                                                       

Sales of daily and weekly newspapers, magazines, as well as advertisement services that are publicized (rendered) by such newspapers and magazines for third parties are exempted supply. Exempted supply is also the sale of Fletore Zyrtare of the Republic of Albania, published by Official Publication Centre. 
7.12. Small importers (Abrogated)
7.13. Games on chance, casinos and hippodromes.
Supplies of services on games of chance, casinos and hippodromes are exempted supplies. 
7. 14. Exports
Based on letter “a” of Article 31 of the Law, the goods exported from the territory of the Republic of Albania are taxable. The applicable rate of VAT is zero percent. As an evidence to verify the exports will be used the invoice, the Unique Administrative Document (U.A.D.) and customs declaration of export. Format and content of customs declaration of export is in accordance with that approved by General Customs Department (GCD).

Export value is equal to the value indicated on tax invoice issued by taxable person.

Moment of supply, i.e. moment of export registration in the sales book (when export is considered as carried out) is the “clearance date” (date that goods are cleared by customs office). That (date) is indicated in “Issuance Order”, document that is issued by costumes body and is attached to export customs declaration.  
8. Invoices
8.1 Data to be contained in a tax invoice
The invoices are the basic document of the VAT. They establish the tax liability of the supplier and the amount of the deducted tax that customers registered for VAT will be allowed to ask for.
A taxable person who makes a supply (even if that supply is exempted or zero-rated) is obliged to issue to the person receiving that supply (even if he, the customer, is not a taxable person) an invoice (Article 36, paragraph 1). 
An invoice, produced by the General Taxation Department, must contain:
· sequential number; 
· pre-printed serial number

· date of issue;

· name, address, and identification number of seller;

· name, address, and identification number of the purchaser

· name and address of purchaser, in case of individuals (for retailers selling up to a value of 10.000 leke);

· name, address and TIN of the person making transportation, plate number of the vehicle and the time of supply.
· the description of each kind of goods or services supplied, and the quantity of goods or extent of services;

· the unit price without VAT;

· the total value of transaction without VAT;

· the value of VAT (if applicable);

· total value with VAT;

· label as exempted supply or zero- rated (if it is exempted or taxed with 0 per cent);

The invoice is issued in not less than in three copies and is distributed as follows: 

           - 1st page (the original) for the buyer;

           - 2nd and 3rd page (copies) for the seller and the person making transportation.

At the bottom of the invoice is required to be written the name and the family name of the seller, signature and seal; purchaser-the name, family name, signature( in case the purchaser is the person making the transportation); the person making transportation- name, family name, signature.   

For sales made to a non trade consumer, on the invoice issued by seller it is required to be indicated purchaser name, surname and address.

Sales of such nature belong to final consumption goods and their quantity is within normal limits of personal or family consumption (not for sales or processing purpose).     
Only the original invoice is given to the customer with the right to credit (deduct) the VAT paid in purchase. For tax crediting purposes, valid copy of purchase invoice shall be considered copy notarised, (provided that seller possesses original copy and must have declared it).
If the invoice does not include all the above-defined data, the customer has no right to credit the VAT paid on purchase whilst the seller will pay the compulsory VAT.

In cases when a taxpayer sells a large quantity of articles in the same time and to the same client, he can issue an invoice by computerised means. But in this case, the computerized invoice with the same number will be attached to the tax invoice bought from GTD. In this way, for every client it is issued a tax invoice by tax authorities that will be completed normally with the data of the seller and buyer, whilst the value of the transaction made with the client will be the total. Manner of distribution and administration of VAT invoices is defined in a specific regulation issued by General Director of GTD 
The General Director of GTD has the right to allow the non-use of invoices with pre-printed serial numbers. For this the taxable persons may ask the GD, showing him that the registration system is computerized and able to produce with high reliability tax invoices with serial numbers for each taxable transaction and that they have a large number of final consumer clients. In this case taxpayer submits to local tax office a request attaching invoice model that taxpayer will use. Local tax office, after having made the proper verifications if such computerized invoice model contains all necessary data for each article, sends such request by attaching to it a brief opinion to the General Taxation Department. The latter, within 30 days upon receipt of the request, approves or refuses the use of invoice by sending a notification, in writing, both to taxable person and local tax office.
In case of approval, General Taxation Department, through LTO in which taxpayer has its registration submits officially the serial number diapason for invoices to be issued by such person.       
Based on item 2 of Article 28 of the Law, the person making taxable supplies is obliged to notify in a visible way through announcement, contract or advertisement if the price of goods or services supplied or the price to be paid for the supply, does or does not include VAT. In the case when a taxable supply is made without a separate value being identified as a payment of VAT, its taxable value is the value that together with the VAT payable on that amount is equal to the total payment made for the supply.

GTD is entitled to authorize issuance of VAT invoice for themselves for taxable persons exercising activity in the field of processing of milk, olive oil, grapes and wheat, provided that they purchase such goods to other persons, individuals or persons that are not registered for VAT purposes. Authorization is issued no later than 30 days upon request submission by taxpayer. Such authorization is issued without deadline and it may revoked if the circumstances of taxable person change and the audits carried result that such taxpayer has made violations to the law.  The taxable person, for obtaining authorization, is required to submit a request, in writing, to the respective local tax office, by attaching technological card of production of finished (produced) articles by means of processing of raw material.
Invoice issued by purchaser is required to contain information, as follow:

· At a clearly visible place are written the words “Invoice issued by GTD authorized purchaser, with authorization no.----, dated----- .”

· Purchaser and seller have agreed that for a supply solely purchaser must issue an invoice. 
· Both purchaser and seller are required to maintain a copy of invoice.

· All the required information that an invoice should contain should be according to the Law and Instruction “On VAT”.

Local tax office, after having made the proper verifications, sends such request, by attaching to it a brief opinion, to the General Taxation Department. The latter, within 30 days upon receipt of the request, approves or refuses issuance of concerned authority by sending it to taxable person and local tax office 
In cases when, taxable person (purchaser) fails to meet the requirements, as above, General Director is entitled not to issue the concerned authorization. In such case taxpayer is entitled to appeal as in other decisions of tax administration. Authorizations issued are required to be evidenced in separate register of GTD.

8.2     Adjustments

If an adjustment is made to a payment of a supply after the invoice is issued, the seller should issue a further invoice.

An adjustment is carried out when:

· the supply is not similar to what the customer has asked;
· the goods are damaged or the service is not rendered properly;

· the prices change for any possible reason (subtract for immediate payment, etc).

If the price is increased or decreased, the seller should issue a further invoice. This further invoice is issued similarly as the tax invoice and must reflect:

· very clearly, at a visible place the words “additional invoice”;

· sequential number and serial number of the first invoice that adjusts;

· the value in money before the increase or decrease of the price;

· the reason of adjustment according to the above-mentioned cases.
8.3 
Bad debt

When the supplier has not received the whole or part of the payment for a taxable supply is considered as a bad debt. In such cases the right to issue an invoice of the bad debt, commences when:

·  A debt becomes a bad debt. This commences 6 months after the tax period in which the VAT is applied.

· After the seller had introduced all the evidences requested by the tax authority for verifying that he has the intention to undertake all the necessary actions to deposit the bad debt.
The main evidence that a seller is obliged to produce is the Court Decision, which verifies that the customer is a debtor and is bankrupted, therefore it is impossible for him to pay to the seller the value of the supply received. Without this Decision, tax authorities shall not accept debt as a bad debt.

In the case of a bad debt, the seller shall issue an invoice of bad debt. This invoice is issued similarly as the normal invoice. It must show the words “bad debt”, the sequential number of the first invoice related with this debt and to show that the tax crediting of the customer should be decreased. This invoice is used by the seller to reduce the VAT liability, whilst by the customer to diminish his VAT crediting.

When only part of the transaction value is not deposited, then the invoice should evidence the amount of transaction not deposited and VAT belonging to that amount.

For instance, the amount to be deposited in the first invoice including VAT is 90 leks

· VAT to be deposited




10 leks

· deposited amount




54 leks

· deposited VAT




  6 leks

In the bad debt invoice:

· un-deposited amount




36 leks

· VAT to be credited (adjusted) 10-6
   
 
  4 leks

Adjustments based on the invoice of the bad debt are recorded by the seller on the sales book as a diminishment in liability for VAT whilst the customer as a diminishment of VAT crediting in the purchases book.

When the crediting of a bad debt is permitted and the full debt or part of it is paid later on, the seller should issue a new invoice. For issuing of this invoice are applied the same rules and the new invoice should show the words “bad debt paid” and the number of the related “bad debt invoice”.

8.4. VAT applied by an unregistered person

The paragraphs 5 and 6 of Article 36 of the Law prescribe that the person who is not registered and issues an invoice with a VAT or leaves understandable the fact that he has applied the VAT, pays the VAT showed on the invoice issued by him. Besides that, the penalty is equal to the amount of VAT applied.

9.  Registration records

9.1 Purchases book
The maintenance of purchases book is obligatory for all the taxable persons. The format and content is according to the form attached to this Instruction. It should evidence in the first page the identification number and the name of the person. All the pages should have the sequential number. The book is completed every day. For every transaction are registered the supplier and the data of the invoice which the transaction reflects.

In this book are registered the issuing date of invoice, the sequential number of the invoice, the serial number printed by the printing establishment, the name of the seller and its identification number.

The purchases are registered in its total value, which includes also the VAT (if there is) and also separated into purchases without VAT crediting and in purchases with VAT crediting.
Purchases with VAT crediting are registered separated into imports and purchases within the country. For every purchase with VAT crediting, the person registers the taxable value and the tax crediting that corresponds to this purchase.

In the end of the purchases book are inventory pages, which will be used to evidence the inventory of goods in the end of the year.

A copy of this monthly registration in the purchases book will be submitted to local tax office in concern within date 14-th of each month.

9.2 
Sales book

The maintenance of purchases book is obligatory for all the taxable persons. The format and content is according to the form attached to this Instruction. It should evidence in the first page the identification number and the name of the person. All the pages should have the sequential number. The book is completed every day. For every transaction are registered the customer and the data of the invoice which the transaction reflects.

In the sales book are registered the issuing date of the invoice, the sequential number, the serial number printed by the printing establishment when sales are made within the country and the date and number of Custom Declaration when goods are exported, the name of the client and its identification number (if there is). It is registered the total value of transaction including VAT (if there is).

The sales are registered separately into exempted, zero per cent rate and taxable. For every taxable sale, it is registered the taxable value and the applied liability.

A copy of this monthly registration in the sales book will be submitted to local tax office in concern within 14 of each month
9.2.1. The sales prices book.

The maintenance of sales prices book is obligatory for all taxable persons. The format and content is according to the form attached to this Instruction. All the pages should have the sequential number. The book is completed every month. In such book are registered the wholesales prices, retails prices including VAT applied by taxable for the reporting month period. Wholesales prices declared are those applied by taxable person in the realized supplies to other VAT registered persons or to small businesses.
Declared retail prices are those applied to final consumers for the sales realized at declared specific places for retails sales purposes by the taxable person.

Taxable person that that have in their nomenclature of supply of goods up to 20 articles are obligated to declare the wholesales and retail prices for all such goods nomenclature.

Taxable persons that have more than 20 articles for sales destination are obligated to declare the in the sales prices books the 20 articles that make up the biggest volume of their sales. 

Taxable persons that supply services are also obligated to declare in such books the applied prices on services supplied during the month.

Example:

Taxable person, x, supplies services of plastering in the process of construction. Such person is obligated to declare the unit price applied(per square meter) for such service.

A copy of this monthly registration in the sales book will be submitted to local tax office in concern within 14 of each month
9.3 Electronic records 

Records (sales and purchases books) can be kept also on computers. In this case, the taxable person is obliged to allow the entrance of tax authorities in every computer where the records are kept, for performing different inspections on the maintained registers.

10. 
Declaration
10.1 
VAT return and payment
The VAT return and payment form is completed in two copies and is presented by the taxable person in the relevant bank affiliate, which has an agreement with GTD for the acceptance of VAT payments, within 14 days after the conclusion of taxable period..

The bank clerk takes notes in the third part of the document “payment”, and then gives back to the taxable person the second copy. In the end of each day, the originals of returns and VAT payments are collected by banks and are delivered to the tax authorities of the LTO in concern, for processing, as prescribed by Agreements made between the GTD and relevant banks.

The taxable person presents the VAT returns in the bank even if he has not to pay the tax liability. The proper filling up of the declaration, its presentation and payment within the prescribed terms is a legal obligation for all taxable persons. Failure to fulfil this obligation charges with legal responsibility the taxable person who is penalised according to the law for VAT and its regulation.

The VAT return is made of three parts.

         a)     The first part requests data for the identification of taxable person.

         b)     The second part requests data for the calculation of tax liability.

         c)      The third part is the VAT payment, which is completed by the bank.

 The return and VAT Payment Form is attached to this document:

11. Retail sales
Retail sales are considered all those supplies made:
(i) for final consumption, 
(ii) in those quantities that do not exceed the normal private needs of the consumer, and 
(iii) that are not for resale.  

All taxpayers, that in their business perform both wholesales activities for other taxpayers and retail activities for consumers, are required to do business at separate locations. At a location declared for wholesales for other taxpayers is required not to make retail activities for consumers and vice versa. When is pretended that at the location of retails, wholesales are performed, the latter are considered   retail activities. Each business location of wholesales and retails is required to be provided with TIN Certificate of different serial number.      

Retail sellers are obliged to issue a tax invoice in all cases when invoice value is higher than 10 000 leks, including VAT, or when the buyer is a registered taxpayer.
Supermarkets are obliged to issue tax invoice in case when taxable value in sales, including VAT exceeds 40.000 leke. 
Invoices should be registered chronologically one by one in the sales book.

In any other case, the retail sellers issue cash register receipts or simplified receipts, if not provided with a cash register, as set out in Law No 7758 dated 12.10.1993 “For the documentation and maintenance of accounts for tax purposes”. The cash register receipt and simplified receipt is not liable to include beside its total sum also the calculated VAT. To find out the sum of VAT included in the total value of the cash register receipt, this value is multiplied by 16,666 per cent or divided by 6.

In these cases, the record in the sales book by the retail seller will be made in the following way:

The total of the daily incomes will be registered every day. In the column for VAT of Sales Book will be noted total of VAT-collected value which is multiplied by 16,666 per cent or divided by 6.

The daily incomes have to be based on justifiable documents that attest their accurateness, like cash register receipts and other documents according to the legislation in force.

12. Relations between tax and customs administrations

Tax authorities and Customs authorities are obliged to exchange information on transactions related to import or export of goods carried on by taxable persons according to the specifications defined on the Act-agreements for the application of this Law, signed by General Director of GTD and General Director of GCD. GCD sends to GTD periodically according deadlines defined in the Act-agreement data on imports and exports carried out each month. GTD provides GCD, within date 10-th of the forthcoming month the list of updated TIN-s.    
           13. Circulatory and packaging material 

Packaging materials may be circulatory (to be returned back) and packaging material that is not returned back. Distinction in the function of packaging material defines the manner of VAT application.
13.1. Circulatory material.
Circulatory materials are containers, glass bottles, liquid gas containers, liquid gas deposits, and others of such nature. As a rule circulatory packaging materials are supplied simultaneously with the goods that they contain. Such type of material are provided by seller (supplier), together with goods to the purchaser (client); they are temporarily maintained by purchaser and later are turned back by the client to supplier. Purchase of packaging material by the client gives the seller the right to VAT credit according to provisions of article 33 of the Law on VAT. Circulatory packaging material value that is given to purchaser by the seller is not included in the taxable value of goods supply. Such circulatory packaging material must be returned back to seller within a normal deadline. Such deadline depends on the nature of the activity and should be defined in the contract signed between seller and purchaser.

For not calculating VAT on circulatory packaging material two conditions should be met: 

· The value  should not have been invoiced together with the goods value by the seller;
· A contract must exist between parties for providing with circulatory packaging materials and their returning back from purchaser to seller. In the contract should be specified deadline of returning back circulatory packaging material from purchaser to seller. The circulatory packaging materials that are not provided back to seller are considered as sold (and therefore taxable supply and the VAT is calculated on them.
13.2. Un-recycled packaging material.

Un-recycled packaging material is of the nature of cardboard, plastic bottles, plastic bags, etc. Value of un-recycled packaging material is element of taxable goods that they contain. Purchase of packaging material by the client gives the seller the right to VAT credit according to provisions of article 33 of the Law on VAT. On the taxable value of the goods is included value of un-recycled packaging material and VAT on sales is applied.
    14.  Tax credit

    14.1. Content
The credited (deducted) VAT is the amount of VAT paid by the taxable person during the 
purchasing of goods or services within the country, as well as the amount of VAT paid by 
him for imports, provided that, these supplies will serve to him only as taxable supplies that
will be made by the taxable person.

If the supplies received or imports, will serve to the exempted supplies that a taxable
person could make, the crediting of VAT paid in relation with the supplies received for
these purposes shall notbe allowed.

When supplies received by a taxable person, both by purchasing within the country or
importing, are not destined for carrying on an economic activity, as set out in Article 17 
“Economic Activity”, he hasn’t the right to credit the VAT paid on these purchases or 
imports.

If the taxable person uses the received supplies or imports for purposes of both taxable 
supplies and exempted supplies, simultaneously, then the crediting of the VAT paid will be
proportionally paid according to provisions of paragraph 18 of this Instruction.
14.2. Form

The crediting of VAT paid in purchases is required to be asked based on the original tax invoice issued according to Article 36 of the Law on VAT. For tax crediting purposes, valid copy of purchase invoice shall be considered copy notarised, (provided that seller possesses original copy and must have declared it). Without this invoice, the VAT paid on purchases can not be credited.
       To credit the VAT paid on import, the taxpayers should possess the original Custom 
        Declaration for import.

14.3. Time of crediting.
Tax crediting for a taxable period is the total of VAT applied in relation with: 

· All the taxable supplies made for the taxable person during this taxable period by other taxable persons.

· All the import of goods made by a taxable person during this taxable period. 

Under Article 38, a taxable period is the calendar month. VAT in entries is not deducted before the taxable period that it belongs. It is permitted to present an undeclared VAT deductible in the later declarations only within 12 subsequent taxable periods. After such period taxpayer is not allowed to credit VAT invoiced (invoice is registered as VAT purchase non-deductible). VAT in entries is registered in taxable period in which is applied for crediting. The failure to crediting VAT in entries within the proper taxable period is penalised according to item 19.6 of this Instruction. 
14.4. Crediting in cases of exports.
When exporters possess the original Export Customs Declaration ( DAV-in Albanian, English SAD Sole Administrative Document) or a photocopy of it legalized by customs authorities, according to the Law on “VAT”, Article 33, they have the right to reclaim VAT paid on purchases related to exports. In these cases, customs authorities recognize as deductible the VAT paid in purchases related to exports made or to be made (original tax invoices controlled by the tax authorities) 

14.5. Crediting in cases of imports 
      Import registration moment (when import is regarded as carried out) in the purchase book of an
      taxable importing person is the “clearance date” (date that goods are cleared by customs 

      office). 
      That (date) is indicated in “Issuance Order”, document that is issued by customs body and is 
      attached to import customs declaration.  

      Imported taxable goods value is defined on the basis of customs legislation without regard if

      imported goods are charged or not with customs duties. Taxable value of imported goods include 

      as well:
· Expenses on transport and security and other expenses that are included in goods import and delivery up to entry time in the territory in the Republic of Albania;

· Tariffs, taxes and other liabilities resulting from such goods exporting by other states that   such goods are exported or payable as result of their import except VAT payable that is not included on such law basis. After clearance, customs body may make a reassessment of customs duty of such imported goods.  Cases in below are distinguished:
a) Import customs duties value reassessment in increase: taxable person is debtor to customs body. Only after that taxable person has paid liabilities to customs bodies, he is allowed import VAT increase value in PDF of the month in which payment is made. Customs duties reassessment in increase are reported to GTD by GCT only in case such payments are made:

Example:

Taxpayer has made an import activity at taxable value of 100.000 lek in January 12, 2006. In PDF on tax period of 200601(January), taxpayer reports the amount of 100.00 in box 14 and the respective VAT on that amount of 20.000 lek in box 15. On Feb.25, 2006, customs body make a reassessment in increase of taxable value at the amount of 200.000 lek. Taxpayer will reflect in the purchase book the difference between the last declaration and the previous one, 

Thus, 200.000–100.000 lek= 100.00 lek. VAT paid by taxpayer for the difference is 20.000 lek. Payment is made on March 5-th, which is regarded as registration date in the book on purchase. Simultaneously, in the PDF of 2006 03, respective boxes, box 14 n imports will be increased by 100.00 lek and box 15 on VAT deductible by 20.000 lek .

b)   Import customs duties value reassessment in decrease: Taxable person has paid more VAT due than he ought to have paid at customs body and on the other hand, at tax administration, has declared VAT deductible more than he ought to have declared. In that case customs body do not make VAT reimbursement to taxable person and taxpayer does not make changes to the declaration on VAT deductible on import in the DPF of the month in which declaration is made.         
15. Partial tax credit

Based on Article 33 item 4, if a supply of good or service is used partly for purposes of taxable supplies or to be made also partly for exempted supplies, it is allowed only a proportion of the tax credit. The calculation of the partial crediting is made based on the crediting percentage as defined in item 15.1.1 below.. 

15. 1.1.  Percentage of crediting on Value Added Tax

This percentage will be calculated as a ratio of the sum without VAT of taxable supplies and exports on numerator with the total turnover without including the VAT in denominator

Percentage of crediting =              taxable turnover + exports



               
                          taxable turnover + exports + exempted supplies

Two percentages of crediting are calculated: 

- primary percentage; and

- final percentage.

15.1.2 The period to be considered for the calculation of the crediting percentage

The period to be considered for the calculation of the primary percentage of the tax crediting is the previous calendar year. If the person is in the first year of registration, he should make an assessment of the percentage by its judgment. It is the same for the first year after the implementation of VAT, when the taxable person itself defines the percentage.

The period considered for the calculation of the final percentage of crediting is the calendar year in which the purchase is made (goods supplied or service provided).

The actions for the calculation of the percentage of crediting and the accuracy of the credited VAT should be written in the purchases book for the period when the calculation was made.

15.1.3 Final adjustment. 
No later than January 31 of the forthcoming calendar year, the taxable person should recalculate the final percentage of VAT crediting which belongs to the taxable supplies, according to the factual turnover. 

If the final percentage of crediting differs in more than 20% from the primary percentage of crediting applied during the year, then a final adjustment will be made. 

If the change does not exceed the 20%, then the primary crediting does not change.

For example, in 2003, the total turnover without VAT is 5 million leks, by which:

- 2,5 million leks of taxable supplies, and 

- 2,5 million leks of exempted supplies. 

The percentage of tax crediting is:

 2,5 million   = 50%
   5 million

In 2004, the total turnover without VAT is 7 000 000 leks, by which:

- 2 million leks, taxable supplies 

- 5 million leks, exempted supplies

The percentage of tax crediting is:

2 million     = 28.5%

7 million

In March 2004 a bar of 10 000 leks is bought. The VAT paid is 1,250 leks. In this time, the taxable person can account only the primary percentage of crediting of the year 2003. Thus, the partial tax crediting will be calculated with the crediting primary percentage.

1250 x 50% = 625 leks

In January 2005, the adjustment of the final partial crediting requested will be done, because the primary percentage with which the partial tax crediting is calculated differs from the final percentage of 2004 with more than 20%.

-Final crediting of VAT 1250 x 28.5% = 356 leks

-Primary crediting of VAT 625 leks

-Adjustment in minus 625 - 356 = 269 leks

The actions for the final adjustment of credit are reflected on the purchases book in January of the forthcoming calendar year and are reported in the declaration of such month.

In the declaration of January 2004, the VAT crediting should be diminished with 269 leks.

Capital assets

For the capital assets, the partial crediting adjustment is made in two methods.

First method is explained in the abovementioned paragraph for the usual supplies of goods and services.

Second method will be used only in cases when the price of the capital asset is higher than 1,000,000 leks (without VAT) and the change of the primary percentage of crediting with the final percentage is higher than 20 %. This method considers the term of deprecation of capital assets. In these cases, only for purposes of VAT, the deprecation method of the capital asset will be 5 years.

For example, the tax crediting percentage for 1999 is 60 %. In March 2000 a capital asset with a value of 2 million leks is bought. 
The VAT paid for the capital asset of 250 000 leks with a partial crediting with the primary percentage of 60% :

250 000 x 60% = 150 000 leks.

The percentage of VAT crediting for the 2000 is 30 %.

The final VAT crediting is 250 000 x 30% = 75 000 leks.

The primary VAT crediting is 150 000 leks.

The adjustment of credit in minus = 150 000 - 75 000 = 75 000 leks.

This adjustment will be made on the declaration of January 2001
The percentage of crediting for 2001 is 55%.

The difference between the crediting of 2001 and the crediting of 2000 is higher than 20%.

The difference is:

55% - 30%=25%

The adjustment of the crediting in plus is calculated (final crediting x annual deprecation coefficient) x the difference of credit percentage of 2001 with that of 2000:

(75 000 x 1/5) x 25% = 3750 leks

This adjustment will be made in the declaration of January 2001.

The percentage of crediting for 2002 is 40%. The difference between that and the percentage of 2001 doesn’t exceed the 20%. (40% - 25%) = 15%

Credit adjustment = 0

The percentage of crediting for the year 2003 is 42%.

Credit adjustment = 0

The percentage of crediting for the year 2004 is 60%.

Credit adjustment = 0

Final adjustment of crediting is 3750 leks.

15.1.4. Changes on the use of capital assets

If the capital assets used for a taxable activity or for export, are used latter for private activity, they are given to an exempted activity or are sold and the sale isn’t taxable, the adjustment of the primary crediting received will be made only if the capital asset changes use within 5 years from the date of purchase or benefit and if the price of the asset exceeds the 1 000 000 leks without VAT. The adjustment is made using the annual depreciation coefficient, of 1/5. The unfinished calendar year will be considered like a full year. Actions for correcting the primary crediting will be written on purchases books.

For example, a company purchases in August, 2000, in the country, a capital asset of 2 million leks. The primary crediting, thus VAT deductible is 400.000 leks (2million X 20% tax rate). The company registers it in the purchase book of August 2000. Simultaneously, it is reflected in box 17 of DPF of August 2000.
In 2002, the same company ends its economic activity but keeps the capital asset for private use.

The credit adjustment will be made considering the remaining two years, out of five years of its total deprecation, in which this capital asset will not be used for economic activities: 

The amount of VAT deductible that the company is required to pay back is
400 000 x 2/5 = 160 000 leks.

The adjustment should be made on the purchases book of the company for the tax period in which credit adjustment is obligatory. In such specific case in the purchase book for May 2002, in the last line will be indicated the amount of 160.000 lek which represents VAT deductible that is repayable by the company by decreasing VAT total deductible for that month. In case when renewal and reconstruction costs of capital assets are object to depreciation provisions according rules defined in the law “On Income Tax”, VAT credit adjustment that relates to such costs is made in conformity with 5 years frame time which commences from the date when such expenses have been made.
15.1.6 Supplies used both in economic and non-economic activities, for example (for private use)
If the person has documents where it is written the exact proportion of expenditures, related with the economic activity, then the credit of a proportion of tax paid during purchase will be allowed.

15. 2. Types of taxable supplies and imports to which no crediting is allowed.
Based on Article 33, item 5, the tax credit is not allowed in cases when:
a) all kinds of expenditures for fuel, except when:
The purpose of economic activity is for sales purposes
With a written authorization issued by General Taxation Department, in case the

gasoline necessary for carrying on economic activity constitutes a considerable part in

expenses of the taxable person. Under such circumstances taxable person submits a

request in writing to the concerned local tax office. Request is accompanied by necessary

data for judging on tax situation of the taxable person as for example average monthly

consumption on gasoline, inventory of machineries or transportation means, taxes

payment on machineries and transportation means, payment of other tax liabilities (VAT

Profit tax) for the year in which the request is made and that of the previous year, as well 
as a certificate for having paid all the tax due liabilities and social  contributions from the
 local tax office where the person is registered.  
The request along with the accompanying document is sent by taxable person to GTD.
 GTD, 30days upon official receiving (having registered in protocol office) the request 
issues or refuses to issue the authorization for allowing the crediting and sends it 
officially, a copy to the address of taxable person and a copy to local tax office where the 
taxable person is registered. 

The authorization issued by GTD are evidenced in a special register.      
b) expenditures for trips and per diems, hotel accommodation and recreation activities during  the operation of the economic activity.
 c) expenditures for cars, except in cases:

       -when the scope of the economic activity is the acquisition of the cars for their selling

       -when the use of cars is the only scope of economic activity (for example, renting, taxi service, ambulances, etc.).

 ç) Fuels expenditures of any kind used for cars;
d) Expenditures relating to publicity, promotional articles. 

       e) all services regarding to the expenditures mentioned in paragraphs (a) to (d).
16. Reimbursement    

Based on Article 50 of the Law, the taxable person has carried forward an amount of tax credit for three consecutive months and when the claimed reimbursement exceeds 400 000 leks, he has the right to claim a reimbursement of the VAT credit surplus.

When the taxpayer fulfils the above conditions, he completes the “Request for Reimbursement” Form attached to this Instruction and sends it to the VAT Office of the district. The VAT office is obliged to verify in place the adequacy of the amount claimed to be reimbursed and approves that within 30 days form the day of consignment. The VAT Office of LTO in concern prepares the Reimbursement List in two copies, which is sent to the proper Bank’s affiliate. Attached to this list, signed by the Head of the VAT office are the proper Orders for Money Transfer, for every reimbursement case approved and included in the list. The Head of the Local Office signs the Orders for the Money Transfer.

The reimbursement will be made only by the Bank’s affiliate of the LTO in concern, where the taxable person is registered for VAT. After the reimbursement is made, one copy of the List of Reimbursement will be returned to the LTO. Every reimbursement contains the date when it was made and is signed by the bank clerk.

Any request for reimbursement is evidenced in a special register of the local tax office. Evidences in such register are kept in a chronological order. Reviewing of reimbursement requests is made by keeping strictly to the order that they are recorded in such register. No request reviewing is performed if there is a prior-registered request of a taxable person request that is not yet reviewed. Request reimbursement follow a strict chronological order of the register of requests on reimbursement, with exception of cases where any request is officially refused reimbursement on the ground of results of auditing or any other violation of the law. In any such case of reimbursement taxpayer is entitled to appeal as in other decisions of tax administration.   

16. 1     Reimbursement of exporters
For purposes of benefiting a reimbursement, as set out in Article 50, paragraph 4, exporters will be considered that category of taxpayers that: 

- exports according to the meaning of Article 181 and 182 of Custom’s Code

- abrogated
-abrogated

-abrogated
The tax credit surplus, which will be claimed as a reimbursement, should exceed the amount of 400.000 leks-  
Exporters reimbursement is made within 30 days upon request submission date.
In cases of exporters, taxable persons claiming reimbursement should submit to tax bodies Customs Declaration (its original) of the goods from the receiving country. In case of absence of such original   Customs Declaration, taxpayer may submit copy of the confirmed Declaration from Customs Authorities where such imports are made or notarised copy from that country.

Exception to such rule is made only to exporters that are classified exporters of 0 risk. Here fall exporting companies that   

· produce 100% for export;

· have been engaged in export activities for a period of over three years;

· have submitted to tax authorities at least once the original declaration of import, copy of the confirmed Declaration from Customs Department where such imports are made or notarized copy from that country;  
· no tax assessment is made under alternative methods under provisions of Article 36 of the Law on “Tax Procedures” 

· have properly kept accounting documents in accordance with the Law on “Accounting” and the Law on “Documenting and taxes accounts keeping”  

· have properly and on time paid tax liabilities, customs payments, and social and health contributions. 
· Such taxable persons submit to GTD Customs Declaration on Export, issued by Albanian  GCD of  as proving document that that they have carried out exports. 
Categorization in 0 risk group exporters is made by LTO where exporters are registered, according to procedures stipulated in sub-legal acts for law implementation.   
· Zero risk importers for the amount up to 400.000 leks are reimbursed in an automatic way, upon application submission at local tax office in concern. 
· For other categories, exporters reimbursement is made within 30 days from the date upon which application is submitted
16.2. Reimbursement of financial agreements

 Pursuant to the Decree of President no.1582, dated 15/08/1996, for cases when, the financial agreements ratified by the Parliament or approved by the Government, grants from foreign financial sources shall not include payment of taxes, including VAT. Tax bodies shall reimburse foreign financing source within 45 days.

         Procedures of VAT reimbursement paid, as above- mentioned, will be as follow:    

                a) When the VAT is paid directly by the donor

                When the VAT is paid directly by the implementing unit of the donor or of the project in 
                 Albania, both for purchases within the country and imports, the Unit submits to the
                 VAT Office of that district (where the implementation unit of the project resides) the 
                 following documentation:

· The request for reimbursement where it is emphasised the amount claimed to be reimbursed, the activity carried about, the reasons for reimbursement, etc.

· Notarised copy in Albanian of the Agreement ratified in the Parliament or the Agreement approved by the Government. The agreement should contain the title of the project(s), the total budget (each have), time of beginning and end of the project. The copy of the Agreement is accompanied by the list (name and surname) of official representatives of (each) project.

· Monthly VAT return, which credit surplus (box 22) should be equal to the value of VAT that is claimed to be reimbursed.

· The original purchase invoice (in cases of purchases within the country) and the original customs declarations (in cases of imports). Both invoices and customs declaration should contain very visibly the note: “The purchase/import is made under the agreement ratified in Parliament or approved by the Government with the decision nr…., dated __/ __/ 200_ and for scopes defined in this agreement". This note should be made by the official representative of the project’s implementation unit recognised by the VAT Office (based on he abovementioned list), which besides this should note down in the invoice also the name, surname and its signature.

             b)  Cases when entrepreneurs of works for project implementation pay the VAT

             The operation of works for the implementation of projects will be always charged with
             VAT, which in this case will be paid by the entrepreneur company for the project’s 
              implementation. But this VAT will be given to him (against the consignment of the 
             situation with VAT), by the foreign donor( if the foreign donors accepts to do so)or by 
             internal sources financed by local costs under the provisions of the Decision of Council
             of Ministers no. 509, dated 12/08/1996 (when the donor does not accept).

             c) When the donor accepts to also fund VAT

             In these cases, the entrepreneur company for the project’s implementation works is 
             obliged to apply the VAT on the value of the works situation. For this VAT it will subtract 
             the VAT paid on purchases made by the company and the difference corresponds to the 
             VAT payable by this company.
· The entrepreneur company is obliged to present to the Office for Project Implementation, the original copy of the works situation. The latest (Office for Project Implementation) presents to the VAT Office of that district (when the Office for Project Implementation resides) the following documentation: 

· The request for reimbursement where it is emphasised the amount of reimbursement claimed, the performed activity, reasons for reimbursement, etc. 
· Notarised copy in Albanian of the agreement ratified in the parliament or the agreement approved by the Government. The agreement should contain the title of the project (s), the total budget on each of them, and the timetable of beginning and end of the project. The copy of the agreement is accompanied by the list (name and surname) of official representatives of (each) project.

· Monthly VAT return, which credit surplus (box 22) should be equal to the value of VAT that is claimed to be reimbursed.

· The original purchase invoice (in cases of purchases within the country) and the original custom declarations (in cases of imports). Both invoices and custom declaration should contain very visibly the note: “The purchase/import is made under the agreement ratified in Parliament or approved by the Government with the decision no…., dated __/ __/ 200_ and for scopes defined in this agreement". This note should be made by the official representative of the project’s implementation unit recognised by the VAT Office (based on he abovementioned list), which should note down in the invoice also the name, surname and its signature.

                 In all such cases reimbursement is made as defined in item, 16 above, of this 
                 Instruction.

                 d)  When the donor does not accept a VAT funding

                 In cases when the donator does not accept to fund the payment of VAT, then it is
                 applied the Decision of Council of Ministers, No 509, dated 12.08.1996. Based on this
                 Decision, the VAT will be funded by the resident beneficiary or investor of the project 
                 and will be paid by the entrepreneur company for the project’s implementation works.

                17. Interests
                 When a taxable person fails to pay the total value of VAT liable within the due date, 
                 defined by law, he is obliged to pay interests on the amount of VAT payable by the
                 date in which the payment has been liable until to the date when it is paid.

                 The failure to pay the VAT within the due date is penalised with a 2% interest on the
                 amount of VAT for the first month or part of it, and 1 % for the coming months or part 
                 of them, based on the tax payable on the date in which the interest is calculated. 

                 The interest is applied automatically and shall be abolished by law.

                  Interests for failure to reimbursement within deadline are applicable when: 
· Tax authorities do not make a VAT reimbursement to a person, on the basis of provisions of Article 50, within 30 days upon request submission, in one of the forms defined under provisions of letters “a), (b) and (“c) of item 3 of Article 39 of the Law :On Tax Procedures in the Republic of Albania. In such cases tax authorities are liable to interest payment as defined under provisions of Article 44 of the Law ”On Tax Procedures in the Republic of Albania”
· Tax authorities do not make a VAT reimbursement to category of exporters defined in the Decision no. 49 of Council of Ministers, dated 26.01.2001, within 30 days from the date of request, they pay interests for the amount of reimbursement, according to percentages defined in Article 44 of the Law “On Tax Procedures”.

                    18.  Tax representatives

                  For the application purposes of Article 55 of the Law, when taxable person, for the
                  purposes of this Law, has not a business location in Albania, he should appoint a tax
                  representative to comply with his liabilities on VAT. Receiver of supplies is obliged to 
                  notify, in writing, tax bodies upon contract engagement.

                  The nominated person as VAT tax representative, is entitled to act on behalf of the
                  taxable person for all purposes related on VAT and, at the same time, is held 
                  responsible for the compliance of all responsibilities, including a fine or sanction for
                  the taxable person that he represents.

                  The representative person is required to be registered within 15 days following his 
                  Nomination date Request on registration shall be attached procurement document 
                  compiled in the manner as defined in the Law “On Civil Code in the Republic of 
                  Albania”.

                  In cases when the tax representative, simultaneously, acts on behalf of some taxable 
                  persons, he is required to be registered, separately, for each taxable person that he 
                  represents. Such registrations are required to be separate from the registrations that
                 such tax representative may have made or that he may have for his own business 
                 activity.

                 Tax representative is obliged to notify, in writing, the LTO, where he is registered as 
                 such, on any possible changes that may effect the initial information submitted by 
                 him, within 15 days following the date of such change(s) occurrence. VAT tax 
                  representative is required to keep specific records on any taxable person that he 
                  represents, as well as all necessary data that prove the accuracy of such records
                 keeping. Records should be kept in the manner defined in item 9 of this Instruction.                

19. 
Penalties
On any violations on VAT, an audit statement or process verbal is produced and sanction are defined by filling in sanction form according to the format attached to this instruction. Such form is codified and is recorded in the integrated system for local tax offices that are computerized and is registered in the respective register for local tax office that are not in the system. 
Taxable person may, on the basis of provision of articles 42 and 43 of the law, appeal the case to respective stages of appealing. 

19.1
Non-registration

When a taxable person is not registered and he does not request to be registered within 10 days, under provisions of the law on VAT, is liable to pay a fine of 75,000 leks.

  Tax authorities make a Desk Registration of this category of taxable persons. 
  If the taxable person does not react to registration by declaring and paying, the Head of the LTO has the right to:

a. seize goods, materials and other assets used by the economic activity
b. order the closure of the unit, shop or warehouse; 

c. publish the name of the taxable person and the violation committed by him.

 The Head of the LTO has the right to order the tax police, to force the application of measures set out in item  2.
 When the taxable person provides wrong information during registration, fails to notify changes or does not ask for deregistration under the provisions of the law, he is liable to a fine of 50.000 leks.

 19.2 
Tax invoice related penalties
a)
When it is ascertained that a taxable person has not issued the tax invoice, the latest is obliged to issue immediately a regular tax invoice and to pay in addition to VAT for that supply also a fine equal to the amount of VAT.

b)
A taxable person, who issues an invoice without the entire information defined by the Law for VAT, that doesn’t put the true TIN of the buyer and it’s proper identities, that applies VAT on a supply when it isn’t registered for VAT, is obliged to pay a penalty equal to the amount of VAT applied to that supply, except the VAT applied to that supply.

c)
If the taxable person fails to issue a tax invoice more that once or the person issues more than once a tax invoice without being registered, the Head of Local Tax Office has the right to: 

· sequester goods, materials and other assets used by the economic activity 

· order the closure of shops or warehouses 

· publish the name of the taxable person and the violation committed by him

The Head of the LTO has the right to order the tax police to force the enforcement of measures set out in paragraph c) above.

d)
When a taxable person does not issue an invoice in the form prescribed by Law and regulation on VAT, is obliged to immediately issue a regular invoice as well as to pay together with the VAT applied to that supply a fine equal to the amount of VAT.

19.3 . Penalties for failure to declare
a) When the taxable person fails to declare within 15 days from the legal date or declares incorrectly and not in the form set out in the VAT Law, he is liable to a penalty of 20% of the tax due, but not less than 10 000 leks.

b) When a taxable person fails to declare within 30 days from the legal date, he is liable to pay a penalty of 50% of the tax due, but not less than 25000 leks.

 19.4
 Penalties for late payment

a) When a taxable person fails to pay the liable VAT within the due date and if fails to pay it within 15 days from the legal date, is obliged to pay a penalty of 20% of the unpaid liability in addition to interest.

b) When a taxable person fails to pay the liable VAT within 30 days from the legal date, he is liable to a penalty of 50% of the unpaid liability in addition to interest.

If a taxable person makes two consecutive violations: fails to submit a return and fails to pay the tax dues,   only the penalty for failure to submit a tax declaration is applied.

 19.5   False returns 

When the VAT indicated as payable in a return is less than VAT due, this is considered a deliberate hiding, and a penalty of 50% of the undeclared difference is applied.

 19.6
 Other penalties

a) When a taxable person fails to keep records, as in the form and manner defined in the Law and the Instruction on its application, fails to provide information that he is required, he shall be liable to a fine of 50.000 lek.
b) When a person fails to declare as creditable the VAT paid on purchases, in the respective VAT period, in entry he is fined at 10% of this VAT amount, in case the person declares VAT deductible in taxable periods that follow after forthcoming month of the month in which transaction is carried.  
Example: In January 2005 the company has purchased goods with VAT deductible of 100.000 leks. In case this company failed to declare in the DFP of January (which is also time of crediting and declaration time frame up to February 14 2005, but declares it in DFP of February (declaration time frame up to March 15, 20050), then the company is not fined. In case such VAT is declared in the DFP of March or later then the company is fined at 100.000x10=10.000 leke.  
c) When the taxable person does not allow entrance and inspection of tax authorities, or when a person directly or indirectly, by himself or by another person impedes the actions of tax authorities as defined by the law, is obliged to pay a fine of 1,000,000 leks which fine is imposed by Head of LTO.

20. 
Duty collection actions
The VAT payable should be paid within 30 days from the issuing date of Tax Assessment and Notification by the tax authorities.

Interests and penalties are liable to be paid and are collected as VAT. If the tax liabilities fail to be paid up to the date due tax authorities are entitled to undertake the enforcement actions for collecting the VAT liable as well as interests and fines according to provisions of article 45 and 46 of Law “On Tax Procedures in the Republic of Albania”.
21. Complaints
Every person has the right to appeal for the results of Tax Assessment made by the tax authorities according to Article 41.

-The first level of appeal (administrative) is the Appeal Directorate in GTD.

-Second level of appeal is Tax Appeals Commission in the Ministry of Finance; and

-Third level of appeal is the Court.

The person who appeals should fulfil two conditions:

a) To appeal within 30 days from the date of receiving the assessment notification. Receipt date of assessment notification is regarded 10-th date after handing notification in Post Office service. Responsibility for failure to receive notification submitted to Post Office service stands to taxpayer who is obligated to declare accurate address to make sure enabling receiving notifications from post service in time. In case the Tax Administration hands to taxpayer himself tax assessment notification, receipt date of tax assessment notification is regarded the date of confirmation by the latter (taxpayer). In case of refusal, notification assessment receipt date is regarded refusal date.

b) To pay VAT liability (without interests and fines) within 30 days from the assessment day or submit necessary bank guaranties, within 30 days from the notification assessment date, as defined in the law and Instruction “On Tax Procedures”.
GTD has the right to totally or partly remove the penalties, except interests or order reviewing it on condition that the taxable person has: 

· paid VAT liable or has provided bank guarantees, as set out in Article 41 and 42 of the Law “ On VAT Law” and Instruction on VAT Law implementation
· adjusted his situation for which the penalty was given and,

· fulfilled the requirements of the Law on Value Added Tax and its regulation.

22.  Instruction implementation.

GTD and its LTO-s and GCD and its LTO-s are charged for the implementation of this Instruction.

 23. Abrogation

Upon entry into force of this Instruction, Instruction no.7, dated 19/01/2005 “On VAT” of the Minister of Finance is abolished.

 24.    Entry into force

   This Instruction becomes effective upon its publication in Fletore Zyrtare.

This Instruction is updated including the latest changes by Instruction no. 9 of the Minister of Finance, dated 25/6/2007
On any issues that you may need clarification on interpretation of provisions of this Instruction, please feel free to contact:

General Taxation Department

Taxpayer Service Unit
Rruga Mustafa Lleshi Nr.7

Tirane

Tel: 04 376 170
Fax: 04 374 159
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