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2.1. Overview

2.2. Detailed results




Responses were anonymous.

Both companies and tax authorities are
adjusting their activities to the increased
compliance regulations and regulatory
environment, which is changing rapidly.
In this context, we engaged with
companies from 17 countries in CEE to
find out more about their experiences
with the tax authorities, from the
perspective of tax assistance, tax
inspections and tax disputes.

Our findings are based on feedback from
the 872 respondents who completed the
online survey during March - September
2019 period.
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Industries

The four sectors best represented in our survey are:
Industrial Products, Financial services, Retail & Consumer
and Automotive - accounting for 50% of respondents.

Other industries (50%): Energy, utilities & mining,
Professional & Personal services, Pharmaceuticals &
Life Sciences, Healthcare, Technology, Info Comm,
Entertainment & Media and others.

Annual turnover

Approximately 35% of the respondents have a turnover of
over 50 million Euro, while 38% have up to 10 million Euro
and 27% between 10 and 50 million Euro.

Top responses by country

e Russia 194
¢ Romania 139
e |[atvia 128

e FEurasia* 72
e Hungary 70
e (Czech Republic 69
e Slovenia 43
¢ Slovak Republic 38

e Poland 36
Bosnia 34
e Bulgaria 27

e Lithuania 22

* Eurasia = Armenia, Georgia,
Kazakhstan, Kyrgyzstan,
Mongolia, Uzbekistan




Objective

Survey questions were divided in two categories:
1. Company info — 4 questions

2. Experience with tax authorities — 20-30 questions, divided in the
following sub-categories:

e Relationship with the tax authorities - assistance offered by the
authorities to taxpayers;

e Tax inspections - specific aspects related to tax inspections
e Tax disputes - challenging process of the tax assessment documents.

NB: While we tried to keep as many common questions as possible to be
able to compare country results, please note that some questions may
differ from country to country, to reflect the local specifics, therefore , in
limited cases, results were assimilated/adapted to the common structure.

3. Country specific questions

Some countries had specific questions (e.g. related to TP, lack of clarity
and grey areas in tax legislation, tax refunds, etc)

Survey period

15 countries ran and processed the survey during March — Sep 2019
1 country (Romania) ran the survey in 2018, and processed it in 2019

1 country (Hungary) ran the survey in 2018, processed it in 2018
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CEE main findings in relation to appeals and legal

the taxpayers assistance

to the tax inspections

actions taken to court

64%

of the CEE respondents
requested assistance or
clarifications from the tax
authorities in the last 2
years

61%

of the CEE respondents
mentioned that they
received in full the
necessary clarifications
from the tax authorities

78%

from the clarifications
requested from the

tax authorities refer to
interpretation of the law in
the tax field

43%

of the CEE respondents
appreciated the quality
of the assistance and
guidance services
provided by tax
authorities as being good
and very good and 38%
satisfactory.

47%

of the total tax inspections
in CEE lasted relatively
short periods (one to
three months)

61%

of the main aspects considered during tax inspections refer
to Corporate Income Tax (the most common issues being the
intra-group transactions and services deductibility) and VAT
(the most common issue being calculation of deductible VAT,
including substantial vs formal condition)

61%

from the additional
liabilities assessed by
tax inspection authorities
in CEE were lower than
100,000 Euro

62%

of the CEE respondents
chose not to challenge
the tax inspection results.
The main reasons for not
challenging were the tax
inspections findings have
been accepted or the
small number of findings.

50%

of the CEE respondents
have been assisted by

an external tax and legal
consultant, during or after
the tax inspection

39%

of the CEE respondents that were issued a negative settlement
to the challenged tax inspection results, chose to take legal
action against the tax inspection result.

19% received a partly or fully favourable court ruling, and 20%
have the claim still in court.

64%

of these 51%CEE respondents:
® 64% have been assisted during the tax inspections
e 34% before the tax inspection

e 39% during the tax disputes procedures

38%

from the tax appeals have
been successful either in
part or in full.

82%

of the CEE respondents
used the same external
tax and legal consultant
at different stages
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In-the last 2 years, have you requested assistance on clarrifications from tax
authorities?

According to our survey results, aimost
two thirds of CEE respondents (64%)
requested assistance or clarifications
from the tax authorities.

Countries with a highlevel of assistance
request: Lithuania (95%),\Huhgary. (89%),
Eurasia (88%).

Countries with a lower level of assistance
request: Slovenia (32%), Slovakia (38%);
Bulgaria (48%).




As per the survey results, the CEE respondents How did you contact the tax authorities to obtain assistance?
used various ways to contact authorities for
asking assistance, the most popular ones being by
e-account (Electronic Declaration System), by call
center, and by post.

By way of advance tax ruling

By post on behalf of the company

Via tax / other associations

Call Center

Via the Electronic Declaration

By e-mail

Direct to the desk

Other

In which area did you request assistance from the tax authorities? Have you received the necessary information / clarifications
requested from tax authorities?

Interpretation of the law

Yes, at the first request
in the tax field

Interpretation of the law in

> 1an Yes, from several requests
the accountingfield

Filling in and/or submitting
tax returns

Partial

Tax refunds Not received

Other Other

What are the areas in the activity of tax authorities that generate discontent? How do you appreciate the quality of the assistance and
guidance services provided by tax authorities?

Call-Center Assistance Service

Very good
Long deadlines for
solving/answering to our inquiries Good
The extended duration of
tax inspections Satisfactory
Cameral control / Other
on-distance forms of control Not Satisfactory

The cumbersome procedure
of filing tax returns

Lack of accountability and
professionalism of tax inspectors

Appeal procedures

Limited functionality of the
Electronic Declaration System

Other
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When did you last have a tax inspection? Did the tax inspection
team request any
irrelevant information from
the company?

2018 0%
2017
2016
2015
2014

Before 2014

Never

Yes No

During the tax inspection,
have you been informed
or discussed about the
issues and potential tax

What was the duration of the last tax inspection?

consequences?
60%
1 - 3 months
3 - 6 months
6 months - 1 year 36%

Over 1 year

4%

Yes No Other
What were the main issues identified in tax inspections?

Have you objected against
taxing acts (Tax Inspection

General Issues
Report and Taxation

Decision)?
CIT
62%
WHT
VAT
37%
PIT
Other 1%
No Other



What was the level (EUR) of the additional amounts set by the tax inspection?

0-100 000

100 001 - 500 000
500 001 - 1 million

> 1 million - up to 5 million

No additional amounts
have been set

Has the company’s activity been affected as a result of tax inspections?

Yes, due to the duration of the tax
inspections

Yes, due to the amount of information /
documents requested during the tests

Yes, due to the duration of the tax
1spection and the amount of information

Yes, for other resons

There has been no control
in recent years

No

If not, what were the reasons why the company did not object against the
conclusions of the tax inspections?

The tax inspection findings have
been accepted

Because of the small number of
findings

Distrust in the effectiveness of the
challenge

Other
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If you objected, how was the appeal solved by the tax inspectors?

The appeal was fully or
partly successful

The appeal was
totally rejected

The appeal peoceeding
is still pending

Other

If the solution to the appeals (to tax inspectors and to dispute resolution
authorities) were negative or partially favourable, did you appeal to court
proceedings?

No

Yest, the court ruled partly in favour
of the company

Yes, the court ruled fully in favour of
the company

The claim is in the court now

Non-applicable

Have you been
assisted by an
external tax and

If yes, in what phase?

Did the company use
the same external
advisor/lawyer at

legal consultant Before the tax authority different stages?

during or after the tax initiated the tax inspection

inspection? o
During the tax inspection process 82%
50% 50% During the tax dispute procedures
Other
18%
Yes No
Yes No
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Contact

Dan Dascalu

D&B David si Baias
Partener, CEE TCDR Leader
dan.dascalu@david-baias.ro

At PwC, our purpose is to build trust in society and solve important problems. We're a network of firms in 158 countries with more than 250,000
people who are committed to delivering quality in assurance, advisory and tax services. Find out more and tell us what matters to you by visiting
us at www. pwc.ro.

This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You should not
act upon the information contained in this publication without obtaining specific professional advice. No representation or warranty (express or
implied) is given as to the accuracy or completeness of the information contained in this publication, and, to the extent permitted by law, PwC
does not

accept or assume any liability, responsibility or duty of care for any consequences of you or anyone else acting, or refraining to act, in reliance on
the information contained in this publication or for any decision based on it.

© 2019 PwC. All rights reserved. PwC refers to the PwC network and/or one or more of its member firms, each of which is a separate legal entity.
Please see www.pwc.com/structure for further details.




