„For international groups with business activities in Austria, the system of group taxation
is an interesting way to optimize tax charges for the whole group.”
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Austria offers enterprises attractive terms and a new holding regime

F

ollowing the latest round
of tax reforms, Austria has
joined the countries that offer a
system of group taxation.
Many countries already permit
a group of related companies to
be treated as a single taxpayer,
or have special rules achieving
a similar result in practice. This
way the effect that the separate
existence of related companies
has on the aggregate tax liability
of the group is reduced.
This can be attractive because it
gives taxpayers flexibility to organize their business activities
and engage in internal restructurings and asset transfers without
having to worry about triggering
a net tax. If two or more related
companies decide to form a tax
group, their taxable results will
be assesed on the level of the
“group parent”. Tax losses of
some can be offset with taxable
profits of other members.
A tax group can also include foreign companies. Their losses can
be offset with Austrian profits.
As soon as the foreign subsidiary starts making profit (and is
offsetting its profits against the
foreign loss carry forward), the
Austrian company has to pay tax
on the earlier losses at a corporate tax rate of 25 percent. In the
end it works like a tax deferral.
To qualify as a tax group the following conditions have to be executed:
a qualified participation of
more than 50 percent (directly
or indirectly)

a written request including an
agreement on the spreading
of the tax costs

dends) different rules apply to
EEA and not EEA located companies.

The group members have to file
an application with the tax authorities including the shares
held by all group members.
For international groups in Austria, this group system is an interesting way to optimize tax
charges for the whole group by
offsetting losses of foreign companies. For prospective gains of
the subsidiaries the impact of interest will last anyway.

Portfolio dividends from participations in EEA countries
are exempt from corporate income tax in Austria in the case
of exchange of information
and mutual assistance for the
recovery of the tax receivables
by the country of the distributing company. In the case of
low tax countries (corporate
tax rate below 15 percent) a
such switch to the tax credit
method has to be done.
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According to decision of the
Europeen Court of Justice (Rs
C-436/08, C-437/09) Austria will
change the taxation of dividends
received from participations out
of EEA countries (below ten percent): a draft law of the Ministry of Finance is foreseeing a
full tax exemption of dividend
payments, only in the case of
low tax countries (corporate tax
rate below 15 percent) there is
an obligatory switch to the tax
credit method.
Double tax agreements

the foreign company is comparable to an Austrian one
the parent company holds directly or indirectly at least ten
percent of the equity capital
the investment is held continuously for at least one year
In the case of participations of
below 10 percent (portfolio divi-

An elaborate network of double
tax agreements is a key factor in
the ability of a territory to develop as an attractive holding company location. Currently Austria
has 92 double taxation treaties
in place. The agreements cover
all important economic power
countries around the world.
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Romania
Important Changes Made in
Termination Rules

Austria
International Groups Can Finally
Use Group Taxation System

Taxation of foreign dividends
Dividends received from a foreign
company listed in the EC parentsubsidiary directive or dividends
from a foreign company comparable to an Austrian company
resident in certain EEA (European
Economic Area) countries are exempt from corporate tax.
Dividends received from a foreign company that do not fulfill
the above criteria are exempted
from tax if the following criteria
are achieved (International Participation Exemption):

ABOUT ECOVIS
Ecovis is a leading global consulting firm with its origins in Continental Europe. It has over 3,300 people operating in over 30 countries. Its consulting focus and core competencies lie in the areas of tax consultation, accounting, auditing and legal advice. The particular strength of Ecovis is the
combination of personal advice at a local level with the general expertise of an international and interdisciplinary network of professionals. Every
Ecovis office can rely on qualified specialists in the back offices as well as on the specific industrial or national know-how of all the Ecovis experts
worldwide. This diversified expertise provides clients with effective support, especially in the fields of international transactions and investments from preparation in the client's home country to support in the target country. In its consulting work Ecovis concentrates mainly on mid-sized firms.
Both nationally and internationally, its one-stop-shop concept ensures all-round support in legal, fiscal, managerial and administrative issues.

Portugal
Authorities Battle Tax Fraud
and Tax Evasion

Qatar
Worth talking
about

New Tax Laws Make Investments
More Attractive to Foreigners

”

How can I organize my
business more flexibly and transfer assets
without having to worry
about triggering a net
tax?

”

Do I qualify for group
taxation in Austria – or
anywhere else, for that
matter?

”

Are dividends my company earns possibly exempt
from corporate taxes?

David Gloser
ECOVIS Wirtschaftsprüfungs- und Steuerberatungsgesellschaft mbH, Austria
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„Unfortunately, those amendments most anxiously awaited by entrepreneurs which would
have added flexibility in termination of employment contracts were left out.“

„The guilty and the unguilty are being punished alike!”

„Quatar offers some of the world’s lowest tax rates to stimulate foreign investment.”

Fátima Gouveia, Ecovis Comark, Lda. Oporto, Porto, Portugal

Mohammad Sultan Al-Ali, ECOVIS Qatar, Doha, Qatar
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Romania Makes Firing Easier
Termination rules relaxed – longer fixed-term employment contracts possible
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T

he Romanian Labour Code
has undergone substantial
overhaul which went into force
in May of this year. However,
the amendments most anxiously
awaited by entrepreneurs which
would have added flexibility in
termination of employment contracts were unfortunately left
out.
The Labour Code in Romania
stipulates cumbersome termination procedures, and many employers consequently hesitate to
apply measures for termination
of employment. However, in
terms of collective procedure of
termination of employment contracts there are some important
changes.

Worth talking
about

”

How does the decision to
establish work performance as the governing
criterion for the selection
of staff to be made redundant mean for me?

”

Should we be thinking
about extending some of
our fixed-term employment contracts to a full
three years?

”

Are all our employees
properly authenticated
and registered or do we
need to be worried about
possible penalties?
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For instance, the ban on employers hiring new people to positions previously held by the dismissed staff within nine months
of a collective dismissal has
been lifted. The new rules also
establish work performance as
the governing criterion for the
selection of staff to be made redundant. Until now social criteria were primarily stipulated for
choosing those staff members to
remain employed after collective
dismissal.
Collective procedures apply
when, especially because of the
economic situation, the employer is forced to terminate a
significant number of employees
relative to the total number of
employees of the company.

Providing More Proof – Companies reporting losses are targeted

Taxation in Qatar – Attracting Investment

Portugal, like other countries, is constantly battling
tax fraud and tax evasion, and authorities are now
targeting those companies that have recurring
losses. Therefore, according to decree-order no.
111-A / 2011, dated 18 March 2011, the deductibility of tax losses assessed in previous years will
require a certification from a Statutory Auditor (SA)
whenever tax losses have been claimed as deductions in the previous two tax years. Only companies
that are micro-entities and whose tax losses assessed in the previous two years are less than EUR
150,000 are exempt from this certification. For this
specific purpose, micro-entities are companies that
meet two of the three following criteria:

The government of Qatar recently introduced a
lower headline rate of corporate income tax, wider
range of tax treaty structuring options, and changes in withholding tax obligations.
The object was to promote and endorse, further,
the in-pouring and continued influx of interested
foreign investors in Qatar, and to provide tax relief
from corporate tax cost for both current and newly
established businesses, as well as for permanent
and non-residents. The tax bracket system from a
minimum rate of zero to maximum of 35 percent
was superseded by a substantially simplified taxable profit flat rate of ten percent. This rate, which
applies as of the beginning of 2010, will exponentially reduce the tax cost, as well as dropping the

a balance sheet total of not more than EUR
500,000;
a net turnover of not more than EUR 500,000;
not more than an average of 5 employees during the financial year.

Another change of potentially
significant importance concerns
fixed-term employment contracts. Under Romanian law so
far, the possibility of concluding
such contracts was limited to a
number of specific situations and
to periods of up to two years. By
the amendments to the Labour
Code the period was increased
to three years, but more importantly, new situations have been
defined under which fixed-term
employment contracts can be
concluded, namely "growth
and / or temporarily change in
the structure of the employer’s
activity" or "in other cases specifically provided for by special
laws or for carrying out works,
projects or programs." Basically, this opens an unlimited
range of situations in which em-

The company in need of an SA in accordance with
this decree will have to inform the Institute of the
Statutory Auditors which will appoint an SA to be
responsible for certifying the financial statements

ployers may enter into fixed-term
employment contracts.
Other changes concern the extension of the probationary
stage. The employer now has
the advantage that he can dismiss the employee in this period
without further formalities other
than a notice to that effect. The
employer may also impose performance criteria for employees.
Concerning sanctions, companies can now be penalized for
employing illegal labour, e.g.
without employment contract,
not only by substantial fines, but
in certain situations also with
imprisonment. In extreme cases,
authorities now have the right to
close down companies that use
illegal labour.

for the tax period in question and to attest to the
reasonableness of the accumulated tax losses.
Should the SA come to the conclusion that such
accumulated losses are unreasonable, tax authorities may correct previous tax returns.
The main purpose of this law is obviously to make
fraud less appealing. Nonetheless, for those companies that are really facing economic and financial
crisis it will also cost them more to prove it, as SA’s
fees in Portugal are usually quite high. In a way, the
law is putting an extra burden on the innocent in
order to find the guilty.
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Who Needs Facebook? – Companies worry about safety

Free To Pay – Croatia liberalizes rules for foreign transactions
The long-awaited liberalization of payment transactions finally came about on 1 January, 2011, when
amendments to the Croatian Payment Transactions
Act and the Foreign Exchange Act went into effect. One of the most important changes is that
now companies as well as natural persons residing in Croatia can open up bank accounts abroad,
take out loans and carry out money transactions
over the foreign banks. However, companies must
report such transactions to the Croatian National
Bank whenever their deposits abroad exceed EUR
50,000 at any time. Traders acting alone, craftsmen
and other natural persons residing in Croatia must
report their foreign exchange transactions abroad
as soon as their deposits exceed EUR 20,000 at any
time. For more information about the reports to
the Croatian National Bank, please contact us.

administrative burden on companies and increasing certainty regarding group’s taxation affairs.
The new tax law stipulates a five percent withholding tax on payments made in respect to technical
remunerations, as well as on certain interest: commission, brokerage, management, attendance and
service fees paid to non-residents which was set at
seven percent.
However, this new tax rates are not applied to entities established in Qatar Financial Centre. Such entities, being located of Qatar, are not considered nonresidents to whom the withholding tax obligations
attach. Qatar offers the some of the world’s lowest
tax rates in an ongoing effort to stimulate foreign
investment.

Should Facebook be banned at work? The more
“digitally enlightened” usually allow their staff unrestricted access from office computers, but still
worry about employees wasting time on it.
Old-guard types tend to restrict it to out-of-office
hours; others even want to confine it to a single
computer so that it’s obvious who’s using it. But
of course, Facebook can now be downloaded on
to any garden-variety mobile and used anywhere,
anytime! The real problem is that banning Facebook sends out the message that we don’t trust
our staff to work responsibly and also that it has no

possible value to the business. So, is social media
an essential business tool?
The internet has changed everything. Communication used to be “one-to-many”, now it’s “manyto-many”. We can no longer respond to consumer
reaction the way we did before, because we are
no longer part of those conversations which have
largely moved to “Web 2.0” websites. Consumers
now talk about our businesses among themselves.
We cannot rely anymore on creating an image that
reflects our product or service. Reputation is now
all important and yours will stand or fall on what
other people tell each other about you. Even if you
hate the idea of Tweeting, the important reason to
open a Twitter account is to use it as a defensive
mechanism. Be aware of what is being said about
you or your product in Groups and Blogs. If you
fail to monitor or respond to adverse criticism then
your business will surely suffer! So by all means:
Set up Alerts on Google and Twitter.
So how do we cope with this change? Well, there
is nothing new under the sun! The little “Black
Book” of contacts has become the LinkedIn list of
connections. The gossip that used to float round
the local pub is now the conversations taking place
in the Discussion Groups on LinkedIn or Facebook.
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Austria offers enterprises attractive terms and a new holding regime

F

ollowing the latest round
of tax reforms, Austria has
joined the countries that offer a
system of group taxation.
Many countries already permit
a group of related companies to
be treated as a single taxpayer,
or have special rules achieving
a similar result in practice. This
way the effect that the separate
existence of related companies
has on the aggregate tax liability
of the group is reduced.
This can be attractive because it
gives taxpayers flexibility to organize their business activities
and engage in internal restructurings and asset transfers without
having to worry about triggering
a net tax. If two or more related
companies decide to form a tax
group, their taxable results will
be assesed on the level of the
“group parent”. Tax losses of
some can be offset with taxable
profits of other members.
A tax group can also include foreign companies. Their losses can
be offset with Austrian profits.
As soon as the foreign subsidiary starts making profit (and is
offsetting its profits against the
foreign loss carry forward), the
Austrian company has to pay tax
on the earlier losses at a corporate tax rate of 25 percent. In the
end it works like a tax deferral.
To qualify as a tax group the following conditions have to be executed:
a qualified participation of
more than 50 percent (directly
or indirectly)

a written request including an
agreement on the spreading
of the tax costs

dends) different rules apply to
EEA and not EEA located companies.

The group members have to file
an application with the tax authorities including the shares
held by all group members.
For international groups in Austria, this group system is an interesting way to optimize tax
charges for the whole group by
offsetting losses of foreign companies. For prospective gains of
the subsidiaries the impact of interest will last anyway.

Portfolio dividends from participations in EEA countries
are exempt from corporate income tax in Austria in the case
of exchange of information
and mutual assistance for the
recovery of the tax receivables
by the country of the distributing company. In the case of
low tax countries (corporate
tax rate below 15 percent) a
such switch to the tax credit
method has to be done.
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According to decision of the
Europeen Court of Justice (Rs
C-436/08, C-437/09) Austria will
change the taxation of dividends
received from participations out
of EEA countries (below ten percent): a draft law of the Ministry of Finance is foreseeing a
full tax exemption of dividend
payments, only in the case of
low tax countries (corporate tax
rate below 15 percent) there is
an obligatory switch to the tax
credit method.
Double tax agreements

the foreign company is comparable to an Austrian one
the parent company holds directly or indirectly at least ten
percent of the equity capital
the investment is held continuously for at least one year
In the case of participations of
below 10 percent (portfolio divi-

An elaborate network of double
tax agreements is a key factor in
the ability of a territory to develop as an attractive holding company location. Currently Austria
has 92 double taxation treaties
in place. The agreements cover
all important economic power
countries around the world.
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Romania
Important Changes Made in
Termination Rules

Austria
International Groups Can Finally
Use Group Taxation System

Taxation of foreign dividends
Dividends received from a foreign
company listed in the EC parentsubsidiary directive or dividends
from a foreign company comparable to an Austrian company
resident in certain EEA (European
Economic Area) countries are exempt from corporate tax.
Dividends received from a foreign company that do not fulfill
the above criteria are exempted
from tax if the following criteria
are achieved (International Participation Exemption):

ABOUT ECOVIS
Ecovis is a leading global consulting firm with its origins in Continental Europe. It has over 3,300 people operating in over 30 countries. Its consulting focus and core competencies lie in the areas of tax consultation, accounting, auditing and legal advice. The particular strength of Ecovis is the
combination of personal advice at a local level with the general expertise of an international and interdisciplinary network of professionals. Every
Ecovis office can rely on qualified specialists in the back offices as well as on the specific industrial or national know-how of all the Ecovis experts
worldwide. This diversified expertise provides clients with effective support, especially in the fields of international transactions and investments from preparation in the client's home country to support in the target country. In its consulting work Ecovis concentrates mainly on mid-sized firms.
Both nationally and internationally, its one-stop-shop concept ensures all-round support in legal, fiscal, managerial and administrative issues.

Portugal
Authorities Battle Tax Fraud
and Tax Evasion

Qatar
Worth talking
about

New Tax Laws Make Investments
More Attractive to Foreigners

”

How can I organize my
business more flexibly and transfer assets
without having to worry
about triggering a net
tax?

”

Do I qualify for group
taxation in Austria – or
anywhere else, for that
matter?

”

Are dividends my company earns possibly exempt
from corporate taxes?

David Gloser
ECOVIS Wirtschaftsprüfungs- und Steuerberatungsgesellschaft mbH, Austria
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Termination rules relaxed – longer fixed-term employment contracts possible
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T

he Romanian Labour Code
has undergone substantial
overhaul which went into force
in May of this year. However,
the amendments most anxiously
awaited by entrepreneurs which
would have added flexibility in
termination of employment contracts were unfortunately left
out.
The Labour Code in Romania
stipulates cumbersome termination procedures, and many employers consequently hesitate to
apply measures for termination
of employment. However, in
terms of collective procedure of
termination of employment contracts there are some important
changes.

Worth talking
about

”

How does the decision to
establish work performance as the governing
criterion for the selection
of staff to be made redundant mean for me?

”

Should we be thinking
about extending some of
our fixed-term employment contracts to a full
three years?

”

Are all our employees
properly authenticated
and registered or do we
need to be worried about
possible penalties?

Ecov i s info 2/2011

For instance, the ban on employers hiring new people to positions previously held by the dismissed staff within nine months
of a collective dismissal has
been lifted. The new rules also
establish work performance as
the governing criterion for the
selection of staff to be made redundant. Until now social criteria were primarily stipulated for
choosing those staff members to
remain employed after collective
dismissal.
Collective procedures apply
when, especially because of the
economic situation, the employer is forced to terminate a
significant number of employees
relative to the total number of
employees of the company.

Providing More Proof – Companies reporting losses are targeted

Taxation in Qatar – Attracting Investment

Portugal, like other countries, is constantly battling
tax fraud and tax evasion, and authorities are now
targeting those companies that have recurring
losses. Therefore, according to decree-order no.
111-A / 2011, dated 18 March 2011, the deductibility of tax losses assessed in previous years will
require a certification from a Statutory Auditor (SA)
whenever tax losses have been claimed as deductions in the previous two tax years. Only companies
that are micro-entities and whose tax losses assessed in the previous two years are less than EUR
150,000 are exempt from this certification. For this
specific purpose, micro-entities are companies that
meet two of the three following criteria:

The government of Qatar recently introduced a
lower headline rate of corporate income tax, wider
range of tax treaty structuring options, and changes in withholding tax obligations.
The object was to promote and endorse, further,
the in-pouring and continued influx of interested
foreign investors in Qatar, and to provide tax relief
from corporate tax cost for both current and newly
established businesses, as well as for permanent
and non-residents. The tax bracket system from a
minimum rate of zero to maximum of 35 percent
was superseded by a substantially simplified taxable profit flat rate of ten percent. This rate, which
applies as of the beginning of 2010, will exponentially reduce the tax cost, as well as dropping the

a balance sheet total of not more than EUR
500,000;
a net turnover of not more than EUR 500,000;
not more than an average of 5 employees during the financial year.

Another change of potentially
significant importance concerns
fixed-term employment contracts. Under Romanian law so
far, the possibility of concluding
such contracts was limited to a
number of specific situations and
to periods of up to two years. By
the amendments to the Labour
Code the period was increased
to three years, but more importantly, new situations have been
defined under which fixed-term
employment contracts can be
concluded, namely "growth
and / or temporarily change in
the structure of the employer’s
activity" or "in other cases specifically provided for by special
laws or for carrying out works,
projects or programs." Basically, this opens an unlimited
range of situations in which em-

The company in need of an SA in accordance with
this decree will have to inform the Institute of the
Statutory Auditors which will appoint an SA to be
responsible for certifying the financial statements

ployers may enter into fixed-term
employment contracts.
Other changes concern the extension of the probationary
stage. The employer now has
the advantage that he can dismiss the employee in this period
without further formalities other
than a notice to that effect. The
employer may also impose performance criteria for employees.
Concerning sanctions, companies can now be penalized for
employing illegal labour, e.g.
without employment contract,
not only by substantial fines, but
in certain situations also with
imprisonment. In extreme cases,
authorities now have the right to
close down companies that use
illegal labour.

for the tax period in question and to attest to the
reasonableness of the accumulated tax losses.
Should the SA come to the conclusion that such
accumulated losses are unreasonable, tax authorities may correct previous tax returns.
The main purpose of this law is obviously to make
fraud less appealing. Nonetheless, for those companies that are really facing economic and financial
crisis it will also cost them more to prove it, as SA’s
fees in Portugal are usually quite high. In a way, the
law is putting an extra burden on the innocent in
order to find the guilty.
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Who Needs Facebook? – Companies worry about safety

Free To Pay – Croatia liberalizes rules for foreign transactions
The long-awaited liberalization of payment transactions finally came about on 1 January, 2011, when
amendments to the Croatian Payment Transactions
Act and the Foreign Exchange Act went into effect. One of the most important changes is that
now companies as well as natural persons residing in Croatia can open up bank accounts abroad,
take out loans and carry out money transactions
over the foreign banks. However, companies must
report such transactions to the Croatian National
Bank whenever their deposits abroad exceed EUR
50,000 at any time. Traders acting alone, craftsmen
and other natural persons residing in Croatia must
report their foreign exchange transactions abroad
as soon as their deposits exceed EUR 20,000 at any
time. For more information about the reports to
the Croatian National Bank, please contact us.

administrative burden on companies and increasing certainty regarding group’s taxation affairs.
The new tax law stipulates a five percent withholding tax on payments made in respect to technical
remunerations, as well as on certain interest: commission, brokerage, management, attendance and
service fees paid to non-residents which was set at
seven percent.
However, this new tax rates are not applied to entities established in Qatar Financial Centre. Such entities, being located of Qatar, are not considered nonresidents to whom the withholding tax obligations
attach. Qatar offers the some of the world’s lowest
tax rates in an ongoing effort to stimulate foreign
investment.

Should Facebook be banned at work? The more
“digitally enlightened” usually allow their staff unrestricted access from office computers, but still
worry about employees wasting time on it.
Old-guard types tend to restrict it to out-of-office
hours; others even want to confine it to a single
computer so that it’s obvious who’s using it. But
of course, Facebook can now be downloaded on
to any garden-variety mobile and used anywhere,
anytime! The real problem is that banning Facebook sends out the message that we don’t trust
our staff to work responsibly and also that it has no

possible value to the business. So, is social media
an essential business tool?
The internet has changed everything. Communication used to be “one-to-many”, now it’s “manyto-many”. We can no longer respond to consumer
reaction the way we did before, because we are
no longer part of those conversations which have
largely moved to “Web 2.0” websites. Consumers
now talk about our businesses among themselves.
We cannot rely anymore on creating an image that
reflects our product or service. Reputation is now
all important and yours will stand or fall on what
other people tell each other about you. Even if you
hate the idea of Tweeting, the important reason to
open a Twitter account is to use it as a defensive
mechanism. Be aware of what is being said about
you or your product in Groups and Blogs. If you
fail to monitor or respond to adverse criticism then
your business will surely suffer! So by all means:
Set up Alerts on Google and Twitter.
So how do we cope with this change? Well, there
is nothing new under the sun! The little “Black
Book” of contacts has become the LinkedIn list of
connections. The gossip that used to float round
the local pub is now the conversations taking place
in the Discussion Groups on LinkedIn or Facebook.
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T

he Romanian Labour Code
has undergone substantial
overhaul which went into force
in May of this year. However,
the amendments most anxiously
awaited by entrepreneurs which
would have added flexibility in
termination of employment contracts were unfortunately left
out.
The Labour Code in Romania
stipulates cumbersome termination procedures, and many employers consequently hesitate to
apply measures for termination
of employment. However, in
terms of collective procedure of
termination of employment contracts there are some important
changes.

Worth talking
about

”

How does the decision to
establish work performance as the governing
criterion for the selection
of staff to be made redundant mean for me?

”

Should we be thinking
about extending some of
our fixed-term employment contracts to a full
three years?

”

Are all our employees
properly authenticated
and registered or do we
need to be worried about
possible penalties?
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For instance, the ban on employers hiring new people to positions previously held by the dismissed staff within nine months
of a collective dismissal has
been lifted. The new rules also
establish work performance as
the governing criterion for the
selection of staff to be made redundant. Until now social criteria were primarily stipulated for
choosing those staff members to
remain employed after collective
dismissal.
Collective procedures apply
when, especially because of the
economic situation, the employer is forced to terminate a
significant number of employees
relative to the total number of
employees of the company.

Providing More Proof – Companies reporting losses are targeted

Taxation in Qatar – Attracting Investment

Portugal, like other countries, is constantly battling
tax fraud and tax evasion, and authorities are now
targeting those companies that have recurring
losses. Therefore, according to decree-order no.
111-A / 2011, dated 18 March 2011, the deductibility of tax losses assessed in previous years will
require a certification from a Statutory Auditor (SA)
whenever tax losses have been claimed as deductions in the previous two tax years. Only companies
that are micro-entities and whose tax losses assessed in the previous two years are less than EUR
150,000 are exempt from this certification. For this
specific purpose, micro-entities are companies that
meet two of the three following criteria:

The government of Qatar recently introduced a
lower headline rate of corporate income tax, wider
range of tax treaty structuring options, and changes in withholding tax obligations.
The object was to promote and endorse, further,
the in-pouring and continued influx of interested
foreign investors in Qatar, and to provide tax relief
from corporate tax cost for both current and newly
established businesses, as well as for permanent
and non-residents. The tax bracket system from a
minimum rate of zero to maximum of 35 percent
was superseded by a substantially simplified taxable profit flat rate of ten percent. This rate, which
applies as of the beginning of 2010, will exponentially reduce the tax cost, as well as dropping the

a balance sheet total of not more than EUR
500,000;
a net turnover of not more than EUR 500,000;
not more than an average of 5 employees during the financial year.

Another change of potentially
significant importance concerns
fixed-term employment contracts. Under Romanian law so
far, the possibility of concluding
such contracts was limited to a
number of specific situations and
to periods of up to two years. By
the amendments to the Labour
Code the period was increased
to three years, but more importantly, new situations have been
defined under which fixed-term
employment contracts can be
concluded, namely "growth
and / or temporarily change in
the structure of the employer’s
activity" or "in other cases specifically provided for by special
laws or for carrying out works,
projects or programs." Basically, this opens an unlimited
range of situations in which em-

The company in need of an SA in accordance with
this decree will have to inform the Institute of the
Statutory Auditors which will appoint an SA to be
responsible for certifying the financial statements

ployers may enter into fixed-term
employment contracts.
Other changes concern the extension of the probationary
stage. The employer now has
the advantage that he can dismiss the employee in this period
without further formalities other
than a notice to that effect. The
employer may also impose performance criteria for employees.
Concerning sanctions, companies can now be penalized for
employing illegal labour, e.g.
without employment contract,
not only by substantial fines, but
in certain situations also with
imprisonment. In extreme cases,
authorities now have the right to
close down companies that use
illegal labour.

for the tax period in question and to attest to the
reasonableness of the accumulated tax losses.
Should the SA come to the conclusion that such
accumulated losses are unreasonable, tax authorities may correct previous tax returns.
The main purpose of this law is obviously to make
fraud less appealing. Nonetheless, for those companies that are really facing economic and financial
crisis it will also cost them more to prove it, as SA’s
fees in Portugal are usually quite high. In a way, the
law is putting an extra burden on the innocent in
order to find the guilty.
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Who Needs Facebook? – Companies worry about safety

Free To Pay – Croatia liberalizes rules for foreign transactions
The long-awaited liberalization of payment transactions finally came about on 1 January, 2011, when
amendments to the Croatian Payment Transactions
Act and the Foreign Exchange Act went into effect. One of the most important changes is that
now companies as well as natural persons residing in Croatia can open up bank accounts abroad,
take out loans and carry out money transactions
over the foreign banks. However, companies must
report such transactions to the Croatian National
Bank whenever their deposits abroad exceed EUR
50,000 at any time. Traders acting alone, craftsmen
and other natural persons residing in Croatia must
report their foreign exchange transactions abroad
as soon as their deposits exceed EUR 20,000 at any
time. For more information about the reports to
the Croatian National Bank, please contact us.

administrative burden on companies and increasing certainty regarding group’s taxation affairs.
The new tax law stipulates a five percent withholding tax on payments made in respect to technical
remunerations, as well as on certain interest: commission, brokerage, management, attendance and
service fees paid to non-residents which was set at
seven percent.
However, this new tax rates are not applied to entities established in Qatar Financial Centre. Such entities, being located of Qatar, are not considered nonresidents to whom the withholding tax obligations
attach. Qatar offers the some of the world’s lowest
tax rates in an ongoing effort to stimulate foreign
investment.

Should Facebook be banned at work? The more
“digitally enlightened” usually allow their staff unrestricted access from office computers, but still
worry about employees wasting time on it.
Old-guard types tend to restrict it to out-of-office
hours; others even want to confine it to a single
computer so that it’s obvious who’s using it. But
of course, Facebook can now be downloaded on
to any garden-variety mobile and used anywhere,
anytime! The real problem is that banning Facebook sends out the message that we don’t trust
our staff to work responsibly and also that it has no

possible value to the business. So, is social media
an essential business tool?
The internet has changed everything. Communication used to be “one-to-many”, now it’s “manyto-many”. We can no longer respond to consumer
reaction the way we did before, because we are
no longer part of those conversations which have
largely moved to “Web 2.0” websites. Consumers
now talk about our businesses among themselves.
We cannot rely anymore on creating an image that
reflects our product or service. Reputation is now
all important and yours will stand or fall on what
other people tell each other about you. Even if you
hate the idea of Tweeting, the important reason to
open a Twitter account is to use it as a defensive
mechanism. Be aware of what is being said about
you or your product in Groups and Blogs. If you
fail to monitor or respond to adverse criticism then
your business will surely suffer! So by all means:
Set up Alerts on Google and Twitter.
So how do we cope with this change? Well, there
is nothing new under the sun! The little “Black
Book” of contacts has become the LinkedIn list of
connections. The gossip that used to float round
the local pub is now the conversations taking place
in the Discussion Groups on LinkedIn or Facebook.
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„For international groups with business activities in Austria, the system of group taxation
is an interesting way to optimize tax charges for the whole group.”
David Gloser, ECOVIS Austria Wirtschaftsprüfungs- und Steuerberatungsgesellschaft mbH, Austria

GROUP TAXATION
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Austria offers enterprises attractive terms and a new holding regime

F

ollowing the latest round
of tax reforms, Austria has
joined the countries that offer a
system of group taxation.
Many countries already permit
a group of related companies to
be treated as a single taxpayer,
or have special rules achieving
a similar result in practice. This
way the effect that the separate
existence of related companies
has on the aggregate tax liability
of the group is reduced.
This can be attractive because it
gives taxpayers flexibility to organize their business activities
and engage in internal restructurings and asset transfers without
having to worry about triggering
a net tax. If two or more related
companies decide to form a tax
group, their taxable results will
be assesed on the level of the
“group parent”. Tax losses of
some can be offset with taxable
profits of other members.
A tax group can also include foreign companies. Their losses can
be offset with Austrian profits.
As soon as the foreign subsidiary starts making profit (and is
offsetting its profits against the
foreign loss carry forward), the
Austrian company has to pay tax
on the earlier losses at a corporate tax rate of 25 percent. In the
end it works like a tax deferral.
To qualify as a tax group the following conditions have to be executed:
a qualified participation of
more than 50 percent (directly
or indirectly)

a written request including an
agreement on the spreading
of the tax costs

dends) different rules apply to
EEA and not EEA located companies.

The group members have to file
an application with the tax authorities including the shares
held by all group members.
For international groups in Austria, this group system is an interesting way to optimize tax
charges for the whole group by
offsetting losses of foreign companies. For prospective gains of
the subsidiaries the impact of interest will last anyway.

Portfolio dividends from participations in EEA countries
are exempt from corporate income tax in Austria in the case
of exchange of information
and mutual assistance for the
recovery of the tax receivables
by the country of the distributing company. In the case of
low tax countries (corporate
tax rate below 15 percent) a
such switch to the tax credit
method has to be done.
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According to decision of the
Europeen Court of Justice (Rs
C-436/08, C-437/09) Austria will
change the taxation of dividends
received from participations out
of EEA countries (below ten percent): a draft law of the Ministry of Finance is foreseeing a
full tax exemption of dividend
payments, only in the case of
low tax countries (corporate tax
rate below 15 percent) there is
an obligatory switch to the tax
credit method.
Double tax agreements

the foreign company is comparable to an Austrian one
the parent company holds directly or indirectly at least ten
percent of the equity capital
the investment is held continuously for at least one year
In the case of participations of
below 10 percent (portfolio divi-

An elaborate network of double
tax agreements is a key factor in
the ability of a territory to develop as an attractive holding company location. Currently Austria
has 92 double taxation treaties
in place. The agreements cover
all important economic power
countries around the world.

International Tax, Audit, Accounting and Legal News

Romania
Important Changes Made in
Termination Rules

Austria
International Groups Can Finally
Use Group Taxation System

Taxation of foreign dividends
Dividends received from a foreign
company listed in the EC parentsubsidiary directive or dividends
from a foreign company comparable to an Austrian company
resident in certain EEA (European
Economic Area) countries are exempt from corporate tax.
Dividends received from a foreign company that do not fulfill
the above criteria are exempted
from tax if the following criteria
are achieved (International Participation Exemption):

ABOUT ECOVIS
Ecovis is a leading global consulting firm with its origins in Continental Europe. It has over 3,300 people operating in over 30 countries. Its consulting focus and core competencies lie in the areas of tax consultation, accounting, auditing and legal advice. The particular strength of Ecovis is the
combination of personal advice at a local level with the general expertise of an international and interdisciplinary network of professionals. Every
Ecovis office can rely on qualified specialists in the back offices as well as on the specific industrial or national know-how of all the Ecovis experts
worldwide. This diversified expertise provides clients with effective support, especially in the fields of international transactions and investments from preparation in the client's home country to support in the target country. In its consulting work Ecovis concentrates mainly on mid-sized firms.
Both nationally and internationally, its one-stop-shop concept ensures all-round support in legal, fiscal, managerial and administrative issues.

Portugal
Authorities Battle Tax Fraud
and Tax Evasion

Qatar
Worth talking
about

New Tax Laws Make Investments
More Attractive to Foreigners

”

How can I organize my
business more flexibly and transfer assets
without having to worry
about triggering a net
tax?

”

Do I qualify for group
taxation in Austria – or
anywhere else, for that
matter?

”

Are dividends my company earns possibly exempt
from corporate taxes?

David Gloser
ECOVIS Wirtschaftsprüfungs- und Steuerberatungsgesellschaft mbH, Austria
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