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Pursuant to article 9 of the Basic Law No. 03lL-222 on Tax Administration
amended and supplemented by Law No. 04lL-102 and Law No. 04/L-223, the
of Tax Administration of Kosovo. issues:

PUBLIC EXPLANATORY DECISION No. 05/2016

OBLIGATION TO PAY VAT FOR THE SERVICES SUPPLI
IN THE AREA OF CONSTRUCTION- APPLICATION OF REVERSE

PURPOSE

The purpose of this Public Explanatory Decision is to clarify the tax treatment
on the supply of services in the area of construction, namely application of the
VAT domestically.

LEGAL BASIS

Article 52, parcgraph l, subparagraph 1.4 of the Law No. 05/L-037 on the V
defines that Person liable to pay VAT are:

"1.4. the Minister of Finonce may issue a sublegal act to provide the person
VAT is the taxable person to whom any of the following supplies are made:
l.4.L the supply of construction work, including repair, cleaning, maintenance
demolition services in relation to immovable property;
1.4.2. the supply f staff is engaged in activities covered by
parag'aph"

Article 70, parugraph 1 of the Administrative Instruction No.03/2015 for i
No.05/L-037 on the Value Added Tax defines that:

"Pursuant to Article 52, paragraph l, subparagraph 1.4.1 and 1.4.2 of the
obliged to pay VAT is the taxqble person to whom the following supplier were
I.l. supply of construction works, including repairs, cleaning, maintenance,
and demolition relqting to the immovable property;
1.2. supply if the staffis engoged in the above-mentioned activities".
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Article 6 of the Administrative Instruction MF - No. 0612016 on amending
the Administrative Instruction No. 03/2015 on implementation of Law No.
Added Tax, we cite:

1. Text in article T},paragraph 2 of the Administrative Instruction No.
and replaced as follows:

2. Persons in the special construction scheme are the taxable per
services in construction areafor other taxable persons.

2. Article 70, paragraph 3, and subparagraph 3.L of the Administrative
03/2015, is deleted and the text of subparagraph 3.2 is transferred in

3. Article 70, paragraph 11 of the Administrative Instruction No. 03/2015,
as follows:

lL On the basis of the afore explanations, all construction services
subparagraph 10.1 until subparagraph 10.11 ofparagraph 10 ofthis
by taxable person .for o toxable person, from the date of entry
Administrative Decision, are subject of implementation of the
domestically, regardless of the date of contrqct or annex contrqct

DEFINITIONS

Terms and expressions used in this public explanation have the same mean

the Law nr. 05/ L-037 on Value Added Tax and Administrative Instruction
No. 06/2016 on implementing the Law on VAT.

PIIRSONS IN THE SPECIAL CONSTRUCTION SCHEME

Persons in the special construction scheme are the taxable persons that
construction area for the other taxable persons. Henca, taxable person for
Public Explanatory Decision is considered person who is registered for
Kosovo - VAT declarer.
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ThLe transaction is not subject to the application of the reverse charge, in when:

1. Supply of goods is not associated with supply c,f services;
2. One of the parties to the transaction (supplier or recipient of the service

a taxable person - Declarer o1'VAT;

VI\T REVERSE CHARGE

Under the reverse charge schenre (hereinafter Sper;ial scheme) for the su plv
torelating to the construction aree\ the obligation fo pay VAT is transfe

Pursuant to Article 52, sub-paragraph 1.4 of the llaw, the person liable t<r

tulable person to whom the conr;truction works were supplied (the recipien

of services
the taxable

person registered for VAT in Koriovo, to whom the supplies are carried out

PII'YMENT OF VAT

VAT is the
of the service).

in<;luding repair, cleaning, mairLtenance, alteration and demolition servi in relation to
immovable property.

INVOICING

Content of invoices issued by taxable persons to taxable persons have to bf in compliance
with
Article 45 of the Law No.05lL-0:17 on VAT.
Urrder the special scheme, the supplier, although he/she
is ,cbliged to issue a tax invoice.
The supplier shall specify on the invoice that the r:er:ipient of the service ir; fiable to pay the
Vl\T in placing reference to Arl.icle 52,parugrapnr 1, sub-paragraph 1.4 of the Law or any
otlter reference indicating that the supply is subject to the reverse ch
following text will be considered as appropriatei ".Reverse charge,
l.<1.2 of Article 52 of the Law on VAT in Kosovo".
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CALCULATION OF VAT

The recipient of the supply shall calculate vAT on the basis of the
supplier.

CIIARGEABLE EVENT AND CHARGEABILITY OF VAT

clrargeable event and chargeability of vAT is defined by Article 22 of the
follows:

1. The chargeable event shall occur and vAT shall become charseable w
services are supplied.

2. Regardless of paragraph 1 of this Article, specific rules in the case of
statements of accounts or successive payments are the following:
2,r, when we have successive statements of aocounts or succeisive pay

supply with goods, other than consisting in renting of goods
period or sale of goods on referred terms, as referred to sub-
paragraph 2 of Article 10 of the Law },lo. 05lL-037 on VAT.
services shall be regarded as being completed on expiry of the
which the statements of accounts or payments relate;

2.2. The continuous supply of goods and services over a period of time
as being competed at intervals of one (1) month;

2.3. Long-term contracts including long-term construction contracts
installation contracts shall be regarded as completed;
2.3.L In the month of issuance of Interim Pavment

longer than one (1) month after the issuance of I
Certificate in cases when the technical receipt of

2.3.2. In cases when during the year there have been iss
situations, at the end of the year there is required that
issued one situation which wflll be based on real m
works done: or:

2.3.3. if during the year there is no situation issued, than
year shall arise the obligation to charge VAT
measurement of the works done.

3. Payments received or invoices issued are regulated as follows:

3.1. When payment is due or has been made on account
services are supplied, VAT shall become chargeable on receipt of
the amount received:
3.2. When the invoice is issued before the goods or serv
VAT shall become chargeable when the invoice is issued.
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For goods and services used or to be used by a
be deducted and transactions for which VAT sh
to taxable transaction is deducted. part of decl
with ltrticle 39 of Law no. 05/ L_037 on VAT.

services in the area of construction subiect to the

SER.VICES IN THE AREA OF CHARG}
REVERSE CHARGE

Services in the area of constru
demolition services in relation t
Instruction Nr. 03/2015 for imple

a. Projection services and other works r
b. Preparatory works in construction site
c. Construction of buildings and its pafts,
d, Installation works;
e. Final construction works;
t. Mainten

putting, ;'#'Sr,;*l'*llff 
or its parts' inclufing' cleaning'

g. Provisio
h' of equipment of rnachinery which after lfLe installation or

i. 
property;

i, All other services which tffrTJ,?::"
construction, so that the movability

k. Staff engagement, if the staff condu
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IT

Based on the explanations provided above, all construction works (identified
llrl;:l"ll:y:*1 gf *: tfaur.e n19"" for the taxable person, from the dateof this Administrative rnsrructi"; N;.- oitioii)rn^ni, ,,ji:ffi'T ffi,;charges within the year, regardless of the date of contract or unrr." contract con

For more in relation to services in the constructio n area,can be sued the code _Economy Activities (NACE Rev.2), Sector F _ Construction.

point ,,a'o to
entry into force
ion of reverse

assification of

ges company
of the

18 % VAT:

on VAT, the
payment of

the relevant

EXAMPLE No. 1:

Company ,,A" (investor) l taxable persox in Kosovo, on 10 December 2016,

^3"^f::":::::?,i 
,tlxable 

person in Kosovo r", 
"".rvi"! out the final c

llil{le.n"ance bv him, in amount or nt,oooriffiil'Jdr, j'rrd:b'6,o!.
27,000 €).

Contraotor "B", for completion of this Wo_rks engages company.,C,, (subof 118,000 € (taxable supply = 100,000 € and. rg-'A vef = rg,000 €)works issues an invoice to the contractor ,,B,,.

.) ln amount
for completed

irtffii;tletion 
of works, Company ,,A,, (investor) sells raxable object ble amount of

VAT TAX TREATMENT- THROUGH REVERSE CHARGE:

A. lDeclarations by the Company f'Cr, (Subcontractor):

Under tJre provisions of Article 52, 5 /L_03Company ,,C', will not calculate the
vATis t unrr..r"Jto the recipient of the igation

Registration in the declaration form and payment of VAT:

Exempted sales with the rightlo credit 100,000.00€

while purchases for which is entitled to the right to deduct vAT are recordedsection ofpurchase.
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IT

,,Bttwill
ecipient

C.

a)

Declaration of Company,rA,, (Investor):

If.investor provides only taxable supplies

B. Declaration of Company ,,B,, (The contrac

Under the provisionsof Article 52, sub-paragraph Inot include VAT on this service because the'oUtigati
of the service, so the company,,A,o.

Registrations in the form of declaration and payment

tor):

4. No. 05/L-037 on VAT,
on to pay VAT is transfen

of VAT:

mpany,,.B"
to the recip

No.
Sales

[10]
150,000.00 € Cal ulated VAT

l28l
100,000.00 € lzel 18,000.00 €

No,
Purchase Ded rctible VAT

l65j
100,000.00 € 166l

18,000.00 €l1)1
0.00 €

(right orvar dffiJ# iffi;;00"*
Registration in the form of declaration and payment of VAT:

No. Name
;----;;---------.-
Taxable sales with rafif 1g %

Sales Calcr tated VAT
tr2l

200,000.00 € [1 3] 36,000.00 €
128l --_---:--Purchases suUie

150,000.00 € I2el 27,000.00 €

Crediting VA
150,000.00 €

VAT to be paid
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b' rf the investor suppries-taxabre suppries and exempt suppties (70while 30 "/" of exempt suppries wit ,ouitne right to deduct vAT).

Registration in form of declaration and payment of VAT,:

c. rf the investor suppries onry exempted suppries without the right of vAT
Registrations in the form of declaration and payment of vAT:

ble supplies,

without the creditation rigtrt
Taxable sales with rateiFlE7

w4b4on deducribGVAT
Crediting_VAT d

105,000]00 €

to the reverse qharge rate tg %

th non deductible VAT
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EXA.MPLE No.2

Investor engages contractor for construction of warehouse and has received
supplier (contractor) in amount of 100,000 € and instead of vA'r was written: ,sub-paragraph 1.4 of articre 52 of the Law on [rAT in Ktsovo'..

a bill from the
Reverse charge,

a. [f the investor supplies only taxable supplies
(Warehouse uses for 100 "h taxable supplies)

b. lf the investor supplies taxabre supplies and gvsmtt suppries

Registrations in form of declaration and payment of VA'I:

No.
Sales Calculated VAT

1.281 100,000.00 € l2e 18,000.00 €

No. Name Purchase
l32l r00"000.00 € Deductible VAT
t6sl Crediting VAT right in connection-with the reve.se

_charge at 18 % 100,000.00 € t66l 18,900.00 €
l72l VAT to be paid 0.00 €

Mixed supplies e.g. 70 "h with vAT, 30 "h exempted from vAT)

No. Narne

Purchases subject to the reverse charge rate lgya

Sales Calculated VAT
[28] 100,000.00 € [2e. 18,000.00 €

No. Name Purchase
1321 Purchase and investment imports without VAt 70.000.00 €
t34l Purchase and investment imports wittr non Oeductibt"

l/Ar 35,400.00 €
Deductible VAT

12,600.00 €
t65l Crediting VAT right in connecffi

c.harge at 18 o/o

liAT to be paid

70.000.00 € [66]

72 5,400.00 €
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c.rf inv_estor supplip_s only suppries exempted from vAT without the right(Warehouse is used only forzupplies exempted from VAT)
exempt VAT

to force of the
ng the

on Value
February

This.Public Explan4tory Decision is implemented from the date of entryAdministrative Inst4uction MF No. 0612016 on amending and suAdministrative Instryction No. 03/2015 on implementation the Liw no. 051
Added Tax and henoe it repeals the Public Expianatory Decision No. gl/2oio

ENTRY INTO FORCE

2016.

Date 2016
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