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1. Tax-free profit allowance 2018: you may still save some tax this year!

The tax-free profit allowance for self-employed individuals and traders is also available in 2018:  
the limitation of securities eligible for taking advantage of the tax-free profit allowance to mortgage 
bonds was cancelled in the previous year already. Please find below all further relevant information.

Nowadays, most self-employed individuals and traders know about the tax-free profit allowance. This year, 
natural persons can again make up to 13% of their taxable profit (excluding capital gains) tax-free. 13% of 
profits of up to EUR 30,000 (basic tax-free allowance) are automatically made tax-free without the need for 
any further requirements to be met. In the case of partnerships, it should be noted that the basic tax-free 
allowance of EUR 30,000 is only available once per company and not per partner.

If profits exceed an amount of EUR 30,000, investments in 2018 need to be made in eligible assets so as to 
be able to benefit from the investment-related tax-free profit allowance. Eligible assets include:

   Tangible depreciable fixed assets – the most important exceptions being:
 � Cars (except for driving school cars and taxis)
 � Low-value assets
 � Used assets
 � Service life < 4 years

   Eligible securities (pursuant to Sec. 14 para. 7 no. 4 of the Austrian Income Tax Act [EStG]). 

Taxpayers applying cash accounting and those preparing a balance sheet must make the investments 
required to take advantage of the investment-related tax-free profit allowance until 31/12/2018. 

TPA Tip:
Prepare the forecast for 2018 as soon as possible in order to duly determine the amount of required invest-
ments that is optimal in fiscal terms. Your TPA advisors will be glad to assist you.

The provisions governing the tax-free profit allowance have been subject to numerous amendments by the 
legislators over the years. The limitation to mortgage bonds was cancelled in 2017 already. Therefore, those 
securities that may be used to cover pension provisions may be purchased this year again.

Securities must be booked to the securities account by 31/12/2018 and stay there for at least four full years 
(calculated on an actual/360 basis). 
 
TPA Tip: 
This means that securities orders must be placed in time before the end of the year, taking into account 
the public holidays. Moreover, offers may get scarce with the end of the year approaching, so that earlier 
purchases are recommended. The advantage: the four-year period will end earlier as well.

Your Tax Update: Get to know more about the most important tax novelties in 
October.
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Experts agree that the four-year period is not observed if you shut down your business prior to expiry of the 
period, for instance due to retirement.

TPA Tip:
Take account of the four-year period when planning your retirement. We would be pleased to assist you with 
devising counter strategies.

The tax-free profit allowance is phased as follows:

   13.0% for a profit of up to EUR 175,000 
   7.0% for a profit between EUR 175,000 and EUR 350,000 
   4.5% for a profit between EUR 350,000 and EUR 580,000 

This means that the maximum tax-free allowance is EUR 45,350 with maximum tax savings of EUR 22,675.

Note: If profit is calculated using the consolidated business expenses method (Betriebsausgabenpauscha-
lierung), only the basic tax-free profit allowance may be claimed. This means that self-employed individuals 
and traders that consolidate their expenses into a lump sum may benefit from tax savings through the basic 
tax-free allowance.

TPA Tip: 
Investing in depreciable fixed assets to take advantage of the investment-related tax-free profit allowance 
means that, with a tax rate of 50%, the investment is fully covered by the tax savings!

2. Long hoped for – in force as of 1 November 2018: VAT cut on overnight 
accommodation in tourism

The Austrian tourist sector is breathing a sigh of relief: the VAT rate on accommodation is going to be 
restored to 10%. This will make life significantly easier for businesses and make them more competi-
tive. Find more details below.

The 2015/2016 tax reform act increased the rate of VAT for accommodation from 10% to 13%, resulting in 
complex calculations, high administrative costs and a substantial amount of insecurity for the entire sector. 
Now, with effect from 1/11/2018, things will become easier again and the VAT rate will be reduced to 10%.

2.1. What is going to change exactly?

For the following services, the VAT rate will be restored from 13% to 10% as of 1/11/2018:
   The provision of accommodation in furnished living rooms and bedrooms, and the ancillary services 
regularly associated therewith (including heating). The preparation of breakfast in line with local 
standards is considered an ancillary service as well, if the price of the same is included in the 
accommodation fee.

   The letting (surrender of use) of plots of land for camping purposes and the ancillary services regularly 
associated therewith, provided that a uniform rent is paid.

In any event, this simplification should be welcomed. For there will be no more need now to allocate a flat 
fee for bed and board, e.g. in case of booking half-board, to the different tax rates, which can be highly 
complex at times. By way of this tax cut, Austria also approaches the reduced tax rates of neighbouring 
countries, e.g. Germany, where the tax rate for accommodation amounts to 7%. In this way, the competi-
tiveness of the sector is enhanced by international comparison.

https://www.tpa-group.at/en/
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2.2. How are businesses dealing with down payments and prepayments?

One particular challenge in case of changes in the VAT rate is the treatment of down payments and pre-
payments for subsequent services. Basically, the down payment received must be taxed at the tax rate 
applicable at the time the payment is received. Upon the tax change taking effect, subsequent taxation or 
adjustment must be effected.

However, the VAT guidelines provide for simplification. Accordingly, the invoice for down payments relating 
to services after 31/10/2018 may already be issued in line with the future legal situation.

   For example:  
A hotel keeper books a room for January 2019 already in September 2018, requiring a down payment in 
the amount of EUR 113.00 including VAT.

 � Alternative 1: Taxation of the down payment according to the current legal situation 
 
The hotel keeper charges the customer for VAT at a rate of 13%, issuing an invoice for EUR 113.00 
including 13% VAT. Payment is effected in September 2018. The hotel keeper must pay EUR 13.00 
(113/1.13*0.13) to the tax office, and the customer is entitled to deduct input tax in the same amount, 
provided that all other requirements are met. In the first advance return period after the change of the 
legal situation, accordingly in November 2018, an adjustment must be effected. In the advance turno-
ver tax return – UVA 11/2018 – this will result in a tax credit of EUR 2.73 (13 - 113/1.1*0.1). 
 
In any event, the invoice needs to be corrected, as otherwise the hotel keeper would owe the higher 
amount of VAT due to invoicing. The customer must adjust their input tax in November as well.  

 � Alternative 2: Invoicing of the down payment according to the future legal situation 
 
The hotel keeper invoices the customer for EUR 113.00 including 10% VAT. The customer pays in 
September 2018.  
 
Solution as in alternative 1. If all other prerequisites are met, the customer is entitled to deduct input 
tax in the amount of the 10% shown, accordingly in the amount of EUR 10.27. 
 
No adjustment of the invoice is required or possible.

3. Anti Profit Shifting Actions: News from CEE/SEE 

The OECD/G20 BEPS Action Plan recommends the implementation of a number of measures against 
base erosion and profit shifting of multinationals. Based on two EU Anti Tax Avoidance Directives 
some of these measures must be implemented by the EU members states beginning from 2019.

This article gives an overview of the current status of the implementation of selected measures in CEE/SEE 
countries. 

3.1. Controlled Foreign Company (CFC) Regime 

The EU member states are obliged to implement a CFC Regime from 2019. The CFC rules result in the allo-
cation and taxation of low-taxed passive income (such as for example interest, licenses, capital gains from 
portfolio participations, financial leasing and invoicing companies, etc) of foreign subsidiaries at the level of 
the parent company. 

https://www.tpa-group.at/en/
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The following chart shows the current status of implementation in CEE/SEE countries and also provides an 
information if the local CFC regime also applies to partnerships and permanent establishments  
(Status: September 2018):

Austria Bulgaria Croatia

Czech 

Republic Hungary Poland Romania Serbia Slovakia Slovenia

Transposed the CFC 

rule of the EU Anti-Tax 

Avoidance Directive into 

its domestic legislation

Yes, 

effective 

from 1 

January 

2019

Planned Planned No Yes Yes Yes Not 

applicable

Yes No

Has CFC rules Yes, 

effective 

from 1 

January 

2019

Planned Planned No Yes Yes Yes No Yes, effective 

from 1 

January 

2019

No; there 

are no plans 

to introduce 

CFC rules

Applies also to 

partnerships 

and permanent 

establishments 

Yes No Planned No Yes Yes Yes No Yes, applies 

it to PEs 

but not to 

transparent 

entities

No

3.2. Interest limitation rule  

Another measure against base erosion is the interest limitation rule: This rule limits the tax deduction of net 
interest expenses up to a certain percentage of the tax EBITDA (Earnings before Income Taxes Deprecia-
tion Amortization). This measure must principally – under the condition that similar rules already exist – be 
implemented until 2024 at the latest. In Austria a late implementation from 2024 is expected.

Austria Bulgaria Croatia

Czech 

Republic Hungary Poland Romania Serbia Slovakia Slovenia

Transposed 

the interest 

limitation rule of 

the EU Anti-Tax 

Avoidance 

Directive into 

its domestic 

legislation

No Planned Planned No No Yes, from 

2018

Yes Not 

applicable

No No

Fixed ratio rule 

limiting an entity’s 

deductions 

for net interest 

expense to a 

percentage of its 

EBITDA

No Planned Planned No No Yes 

(30% of 

EBITDA)

Yes (10% 

of EBITDA)

No Yes (25% 

of EBITDA)

No

Exemption from 

interest limitation

Not 

applicable

Not 

applicable

Not 

applicable

Not 

applicable

Not 

applicable

Loans 

< PLN 3 

million; 

financial 

institutions

Loans 

< EUR 

200,000; 

financial 

institutions

Not 

applicable

Financial 

institutions; 

investment 

funds

Not 

applicable
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3.3. Substance requirements for local tax incentives (“Patent boxes”)  

Tax incentives – particularly low tax rates on license income within patent box regimes – may only be gran-
ted under the condition that there is a certain level of local functions and value added (so-called „nexus“). 
The following table shows which countries currently have such patent box regimes including compliant 
substance requirements: 

Austria Bulgaria Croatia

Czech 

Republic Hungary Poland Romania Serbia Slovakia Slovenia

Has a patent 

box regime 

with substance 

requirements

No No No No Yes; 

compliant 

with the nexus 

approach

Planned No No Yes; compliant No

In Poland the introduction of a local patent box regime envisaging a 5% tax rate on income from qualified 
intangible propert was subject to a public consultation in August 2018. However, the draft tax law per 
end of September 2018 did not include a patent box rule. A future implementation, if any, of a patent box 
regime in Poland needs to be seen.

3.4. Transfer Pricing Documentation and Country-by-Country Reporting (CbCR)    

Transfer Pricing Documentation and Country-by-Country Reporting are key measures of the OECD/G20 
Action Plan. New minimum contents of Master File and Local File were defined. Multinational groups with 
revenues of more than EUR 750 millions are obliged to file CbC-Reports which are then exchanged au-
tomatically between all countries in which the group has business units. The following chart provides an 
overview in which countries these new rules have been implemented in local legislation  
(Status: September 2018).

Austria Bulgaria Croatia

Czech 

Republic Hungary Poland Romania Serbia Slovakia Slovenia

Local legislation that 

provides for delivery 

of a Master File

Yes Yes Yes Yes Yes Yes No No Yes Yes

Local legislation that 

provides for delivery 

of a Local File

Yes Yes Yes Yes Yes Yes „Own“ local 

documentation 

obligatio

„Own“ local 

mandatory 

documentation 

containing 

parts of the 

Master File 

and Local File

Yes Yes 

Local legislation that 

provides for delivery 

of a Country-by-

Country Report

Yes Yes Yes Yes Yes Yes Yes No Yes Yes

Local legislation 

that provides for 

automatic exchange 

of Country-by-

Country Reports

Yes Yes Yes Yes Yes Yes Yes No No Yes

TPA Tip: 
Our TPA experts in Austria and CEE/SEE are happy to provide further details regarding these measures 
and to analyse the specific impact of these rules for your business model. 
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4. New IFRS Standards and when they are going to become effective 

Dynamics in IFRS: You find the most important information concerning new IFRS Standards and the 
latest interpretations here. 

In 2018 and the following years once more new or amended IFRS standards and interpretations became or 
are going to become effective. The endorsement process of the European Union often leads to significant 
delays after the publication by the IASB. Therefore the effective dates for new IFRS Standards of the Euro-
pean Union and the IASB may differ. 

The following overview shows the effective dates of the new IFRS Standards for the ISAB and in the EU 
for 2018 and the following years (as at September 30, 2018). The endorsement status is available on the 
EFRAG (European Financial Reporting Advisory Group) website:  http://www.efrag.org/Endorsement

Overview new IFRS Standards and effective date for IASB and EU

Type Standard Title
Date of publication Effective date (on/after)

IASB EU IASB EU

N
ew

 / 
N

ew
 V

er
si

on

IFRS 9 Financial Instruments 24.07.2014 29.11.2016 01.01.2018 01.01.2018

IFRS 14 Regulatory Deferral Accounts 30.01.2014 open * 01.01.2016 open *

IFRS 15 Revenue from Contracts with Customers 28.05.2014 
11.09.2015 29.10.2016 01.01.2018 01.01.2018

IFRS 16 Leases 13.01.2016 09.11.2017 01.01.2019 01.01.2019

IFRS 17 Insurance Contracts 18.05.2017 open 01.01.2021 open

IFRIC 22 Foreign Currency Transactions and Advance Consideration 08.12.2016 03.04.2018 01.01.2018 01.01.2018

IFRIC 23 Uncertainty over Income Tax Treatments 07.06.2017 open 01.01.2019 open

A
m

en
dm

en
t

various IFRS Annual Improvements (2014-2016) 08.12.2016 08.02.2018
01.01.2017 01.01.2017

01.01.2018 01.01.2018

various IFRS Annual Improvements (2015-2017) 12.12.2017 open 01.01.2019 open

IAS 28 Long-term Interests in Associates and Joint Ventures 12.12.2017 open 01.01.2019 open

IFRS 9 Prepayment Features with Negative Compensation 12.10.2017 26.03.2018 01.01.2019 01.01.2019

IFRS 15 Clarifications to IFRS 15 Revenue from Contracts with Customers 12.04.2016 09.11.2017 01.01.2018 01.01.2018

IFRS 2 Classification and Measurement of Share-based Payment 
Transactions 20.06.2016 27.02.2018 01.01.2018 01.01.2018

IFRS 4 Appyling IFRS 9 Financial Instruments with IFRS 4 Insurance 
Contracts 12.09.2016 09.11.2017 01.01.2018 

** 01.01.2018

IAS 40 Transfers of Investment Property 08.12.2016 15.03.2018 01.01.2018 01.01.2018

IAS 19 Plan Admendment, Curtailment or Settlement 07.02.2018 open 01.01.2019 open

IFRS Conceptual 
Framework

Amendments to References to the Conceptual Framework in IFRS 
Standards 29.03.2018 open 01.01.2020 open

* The European Commission has decided not to launch the endorsement process for the interim standard IFRS 14 and to wait for the new standard  
 „Rate-regulated Activities“. 
**  The European Commission has decided to allow the insurance sector of a financial conglomerate to defer the application of IFRS 9 until 01.01.2021  
 under certain conditions.

Coloured presentation for entities with calender-based business year

2016 2017 2018 2019 f

Overview for new and revised IFRS Standards
The following overview shows the content of the new IFRS Standards. The Standards are structured accor-
ding to the effective date in the EU and of the IASB. Furthermore we differ between new and revised stan-
dards: 

https://www.tpa-group.at/en/
http://www.efrag.org/Endorsement
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4.1. 1. IASB effective date for financial years beginning on or after 1.1.2016,  
 EU effective date open 

IFRS 14 Regulatory Deferral Accounts: IFRS 14 permits an entity which is a first-time adopter IFRS to con-
tinue to account for ‚regulatory deferral account balances‘ in accordance with its previous GAAP, both on 
initial adoption of IFRS and in subsequent financial statements. Regulatory deferral account balances, and 
movements in them, are presented separately in the statement of financial position and statement of profit 
or loss and other comprehensive income, and specific disclosures are required. The European Commission 
has decided not to launch the endorsement process for the interim standard IFRS 14 and to wait for the 
new standard “Rate-regulated Activities”. 

4.2. EU effective date for financial years beginning on or after 1.1.2017 

Annual Improvements (2014-2016): 
   IFRS 12: clarification of the scope of the disclosure of interests in other entities

4.3. EU effective date for financial years beginning at or after 1.1.2018 

IFRS 9 Financial Instruments: The Standard includes requirements for recognition and measurement, 
impairment, derecognition and general hedge accounting of financial instruments. Under IFRS 9 financial 
assets will be classified in three groups: A financial asset shall be measured at “amortised cost” if it is held 
within a business model whose objective is to hold financial assets in order to collect contractual cash flows 
and according to the contractual terms on specified dates solely payments of principal and interest on the 
principal amount outstanding. If the objective is achieved by both collecting contractual cash flows and 
selling the financial assets financial asset shall be measured at “fair value through other comprehensive 
income”. All other financial assets shall be measured at “fair value through profit or loss”. Impairment losses 
must be based on expected losses for the first two categories.

Financial liabilities which meets the definition of “held for trading” have to be measured at “fair value 
through profit or loss”. All other financial liabilities normally shall be measured at “amortised cost”.

The new model for hedge accounting focuses more on risk management. 

IFRS 15 Revenues from Contracts with Customers: The new standard defines in a five-step model 
whether, at what amount and at which time revenues shall be recognised. IFRS 15 replaces IAS 11, IAS 18, 
IFRIC 13, 15 and 18 as well as SIC 31. IFRS 15 is applicable to the contracts with customers of all indus-
tries except for lease contracts, insurance contracts and financial instruments. In September 2015 IASB 
postponed the effective date of IFRS by one year (before 1.1.2017). 

IFRS 15 Clarification to IFRS 15 Revenues from Contracts with Customers: The Transition Resource 
Group for Revenue Recognition (TRG) identified five topics for improvements and clarifications. Three iden-
tified topics (identifying performance obligations, principal versus agent considerations and licensing) have 
been clarified by the amendments and should facilitate the transition process. 

IFRIC 22 Foreign Currency Transactions and Advance Consideration: The interpretation provides re-
quirements about which exchange rates to use in reporting foreign currency transactions when payment is 
made or received in advance. 

Annual Improvements (2014-2016): 
   IFRS 1: Deletion of short-term exemptions for first-time adopters
   IAS 28: Fair value measurement of investments in associates and joint ventures

https://www.tpa-group.at/en/
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IFRS 4 Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts: The amendment 
addresses the temporary accounting consequences of the different effective dates of IFRS 9 (Financial 
Instruments) and the forthcoming new version of the insurance contracts standard IFRS 17. Entities have 
the option to defer the application of IFRS 9 until 2021 as temporary exemption (deferral approach) or to 
reclassify some of the income or expenses from designated financial assets from profit or loss to other com-
prehensive income (overlay approach). 
The European Commission has decided to allow the insurance sector of a financial conglomerate to defer 
the application of IFRS 9 until 1.1.2021 under certain conditions.

IFRS 2 Classification and Measurement of Share-based Payment Transactions: The amendments clarify 
the following requests: 

   accounting for cash-settled share-based payment transactions that include a performance condition; 
   classification of share-based payment transactions with net settlement features; 
   accounting for modifications of share-based payment transactions from cash-settled to equity-settled. 

IAS 40 Transfers of Investment Property: Clarification that an entity shall transfer a property to, or from, 
investment property when, and only when, there is evidence of a change in use. A change of use occurs if 
property meets, or ceases to meet, the definition of investment property. A change in management’s inten-
tions for the use of a property by itself does not constitute evidence of a change in use.

4.4. EU effective date for financial years beginning on or after 1.1.2019    

IFRS 16 Leases: IFRS 16 is likely to have a significant impact on the financial statements of a number of 
lessees and also on the long-term lease negotiations. Especially the provision of a single lessee accounting 
model, a significant amendment, requiring lessees to recognise right-of-use-assets and liabilities for 
virtually all leases, unless the lease term is 12 months or less or the underlying asset has a low value (up to 
around USD 5.000), on the balance sheet, is intended to improve the quality of financial reporting and the 
comparability of financial statements of lessees. 

Concerning lessors IFRS 16 substantially carries forward the lessor accounting requirements in IAS 17. 
Accordingly, a lessor continues to classify its leases as operating leases or finance leases, and to account 
for those two types of leases differently. 

IFRS 16 replaces IAS 17 as well as IFRIC 14, SIC 15 and SIC 27. A lessee shall either apply IFRS 16 with full 
retrospective effect or alternatively not restate comparative information but recognise the cumulative effect 
of initially applying IFRS 16 as an adjustment to opening balance of retained earnings (or other component 
of equity, as appropriate) at the date of initial application. 

IFRS 9 Prepayment Features with Negative Compensation: The amendment clarifies that all financial 
instruments with prepayment options – be it the party that chooses early termination receives or pays a 
reasonable compensation – be accounted for identically. 

4.5. IASB effective date for financial years beginning on or after 1.1.2019,  
 EU effective date open     

IFRIC 23 Uncertainty over Income Tax Treatments: IFRIC 23 provides requirements that add to the requi-
rements in IAS 12 by clarifying how to reflect the effects of uncertainty in accounting for income taxes. If the 
entity concludes that it is not probable that a particular tax treatment is accepted, the entity has to use the 
most likely amount or the expected value of the tax treatment when determining taxable profit (tax loss), tax 
bases, unused tax losses, unused tax credits and tax rates.

https://www.tpa-group.at/en/
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Annual Improvements (2015-2017): 
   IFRS 3 (business combinations) and IFRS 11 (joint arrangements): clarification of how to accounting for 
interests in a joint operation, when obtaining joint control after having previously held interests)

   IAS 12: tax consequences of dividends should be recognised in profit or loss, regardless of how the tax 
arises

   IAS 23: clarifies which borrowings should (not) be used for calculation of the capitalisation rate

IAS 28 Long-term Interests in Associates and Joint Ventures: The amendment clarifies that IFRS 9 is 
applicable for long-term interests. 

IAS 19 Plan Amendment, Curtailment or Settlement: If a plan amendment, curtailment or settlement 
occurs, it is now mandatory that the current service cost and the net interest for the period after the remea-
surement are determined using the assumptions used for the remeasurement. In addition, amendments 
have been included to clarify the effect of a plan amendment, curtailment or settlement on the requirements 
regarding the asset ceiling.

4.6. IASB effective date for financial years beginning on or after 1.1.2020,  
 EU effective date open     

IFRS Conceptual Framework Amendments to References to the Conceptual Framework in  
IFRS Standards: The revised Conceptual Framework primarily serves the IASB as the conceptual basis 
for developing IFRS Standards and Interpretations. The revised Conceptual Framework should also assist 
preparers of IFRS financial statements in developing accounting policies when no IFRS Standard or Inter-
pretation applies to a particular transaction.

The 2018 Conceptual Framework addresses: the objective of general purpose financial reporting, qualitati-
ve characteristics of useful financial information, financial statements and the reporting entity, the elements 
of financial statements, recognition and derecognition, measurement, presentation and disclosure, con-
cepts of capital and capital maintenance. 

Because some IFRS Standards and Interpretations contain cross-references directly to the Conceptual 
Framework, the IASB also published an update of those cross-references.

4.7. IASB effective date for financial years beginning on or after 1.1.2021,  
 EU effective date open     

IFRS 17 Insurance Contracts: IFRS 17 establishes the principles for the recognition, measurement, 
presentation and disclosure of insurance contracts. IFRS 17 represents the first global standard for the 
accounting for insurance contracts. The predecessor standard, which was issued in 2004 and always 
deemed an interim solution, allowed insurers to see previous accounting policies developed under national 
GAAP largely being grandfathered when transitioning to IFRS. With IFRS 17, coming into effect according 
to the IASB for financial years beginning on or after 01.01.2021, will mandate a current value measurement 
for insurance obligations and prohibit using legacy historical cost. An entity shall apply the standard retro-
spectively unless impracticable, in case entities have the option of using either the modified retrospective 
approach or the fair value approach. 
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