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i.  Staff availability 

A. What technology skills, and what level of expertise are available in the area? 

Please see Attachment #1.. CAPABILITIES MATRIX

B. How long does it take to fill technology positions? 

In most cases, the skills are resident in the businesses or immediately available. If not resident, most positions can be filled in 3 months.

C. How long does it take to train new staff? 

There are training programs available through the Business Service Providers (BSPs), the universities and government programs such as MCA. The length of the training varies depending on the topic and specific requirements of the opportunity.

D. What is typical turnover? 

The turnover in Macedonia is extremely low. We have provided a view at the three major levels within an IT company.

       				Average Turnover (Based on Macedonian IT Company Information)

Senior Staff………………..5 years

Technical mid-range……... 2-3 years

Administrative…………… Little to none

E. For locals, is transportation an issue?  

No. There is an excellent system of buses, roads and taxis.

F. Is public transportation available? 

Yes. In addition to buses, trains connect most major cities.

G. Is acceptable housing nearby? 

Yes. There is an array of affordable apartments and houses.



H. Is safety / terrorism a serious concern? 

No.

Is English language acceptable and widely practiced? 

Yes. English is the language of business and is required in the schools beginning at grade 5.



ii. Staff Compensation and Benefits 

A. Are there any advantages or even options to pay payroll in US dollars vs. local currency  tax or otherwise?

According to Labor Relations Law, the salary is calculated and paid at least once a month. The employee’s salary is paid in national currency through current account in a Payment operations institution or through a passbook. 

Contributions and taxes on the employee’s salary are paid by the employer together with the salary payment in national currency. 

The employer is obliged to keep records of the calculated and paid salary, compensations and paid contributions on salary, and to issue a document to the employee on the paid salary, compensations and contributions.

B. What employee taxes are required, and are they similar to employer payroll taxes in terms of required filings, withholding, etc.?  If so, what are the specific amounts or percentages?

Obligatory contributions for the employees are: contribution on retirement and disability insurance 21.2% of the gross salary of the employee, contribution for health insurance 9.2% of the gross salary of the employee and contribution for insurance in case of unemployment 1.6% of the gross salary, and 15-18% for withholding tax, that is calculated on the gross salary reduced for the contributions and tax redemptions. 

C. What are the traditional expected employee benefits?  What are the specific amounts or types of benefits?

The employees are entitled to compensation of salary during leave from work under conditions and in amount determined by law and collective agreement, particularly: during annual leave, holiday leave, during pregnancy, delivery and maternal care, child care, retraining and additional qualification, vocational training arranged by the employer, military drills, defense and protection training, responses to invitations issued by organs without the employee’s fault and other cases stipulated by law.

Salary compensations are the responsibility of employers or of the respective administration.







D. What employee raises are customary and at what frequency?  Are there any regulations requiring companies to provide raises to employees on any particular schedule, i.e. semi-annually, annually, or otherwise? 

The salary of the employee is provided by the employer, in proportion to the work rendered and the participation in the earnings, according to the law and collective agreement. 

The salary amount and the increase of the salary are determined by the employer. There is no legal regulation that shows the obligation for salary increase on semiannual, annual or other level.

The only legal obligation for the salary of the employee for full working hours is the same, not to be lower than the lowest salary determined by law and collective agreement, and the lowest basis for paying of the contribution on retirement and disability insurance can not be lower than 65% of the average salary in the Republic.

E. What are the employer requirements to provide Social Security tax equivalent – i.e. like pension plan or government tax for retirees?  Is there a cap on such a tax?

The employer is obligated to pay all the contributions when paying out salary.  One of these contributions is to the Pension and Disability Fund, which is paid for the employee according to the time employed. The amount of the contribution toward the PIO fund is 21.2% of gross salary, and it is paid during the current month for the salary of the preceding month. When retirement conditions are met, two or three salaries are paid to the employee as severance pay. The number of salaries included in the severance pay is different and depends primarily on the way the collective agreement for the specific industry branch is regulated. 

After retirement or if the conditions for an early retirement are met, the payment of the pension package is covered by the PIO fond and in accordance with the years and the height of the paid contribution.

There is no legal obligation for the companies to prepare pension plans or pay pension taxes. 

F. Is a Cafeteria benefit plan customary such that an employee can choose the structure of their compensation for personal tax treatment (salary/benefits)?

The food and transport (from home to work and back) compensations are determined as employees rights in accordance with the Labor Relations Law, the General Collective Agreement and the other branch collective agreement, and the same are not included in the bases for calculating the withholding tax and contributions. For the withholding tax calculation, as basis only the net salary of the employee is taken, reduced for tax exemption (linear amount determined by the state, which refers to and is the same for all the employees), that is entitled to the employee on the basis of the achieved results of his work during the past month.

	The employer can fulfill its duty regarding the right of food compensation in two ways: 

To organize own food service, or to use own premise for preparation and serving of hot or cold meal, or 

To pay appropriate monthly amount according to this right.

The upper limit of this amount is determined by the Ministry of Finance, in accordance with the Collective Agreements, regarding that the employee can be paid higher amount by the firm as food compensation, but the difference between the higher allowed limit, to the paid, is not recognized as allowed expense that is free of taxation.



The employee has no right to choose whether to have the food compensation in money or food, it is solved in accordance with the employer’s opportunities.	





(F. Continued) What is the standard practice regarding overtime?

See below text

G.  Is vacation and / or sick time accrued year to year as liability?  What amount of vacation, sick, holidays or other paid leave time is typically available to staff?

The employee is entitled to compensation of salary for the annual leave during the course of one calendar year of a minimum of 18 and a maximum of 26 working days. The employee can use sick leave up to 60 days with compensation from the employer, and if the sick leave lasts longer, he/she will be paid by the health care fund. 

The employee is entitled to increased salary for work during holidays determined by law, that are non-working, night shifts and work exceeding 40 hours in a working week, at the amount determined in the collective agreement, particularly:

For  work during the  holiday, the employee is entitled to compensation of salary and salary for the spent working hours increased for 50% 

For work during night and longer than full working hours, the salary is increased for 35%



H. What are the overtime laws or are there regulatory provisions relating to overtime? 

According to the law the working hours per employee are 40 hours during a working week (full working hours). By exception, working hours may exceed 40 hours per working week, but may not surpass 10 hours per week in cases determined by the Labor Relations Law.

I. At what rate is overtime typically paid, and after how many hours of work per week or per day?

The employee is entitled to increased salary for work during holidays determined by law, that are non-working, night shifts and work exceeding 40 hours in a working week, at the amount determined in the collective agreement, particularly:

For  work during the  holiday, the employee is entitled to compensation of salary and salary for the spent working hours increased for 50% 

For work during night and longer than full working hours, the salary is increased for 35%

J. and K   Is it typical to have salaried employees rather than hourly? 

Usual practice is the employees to be on salary, and not to be paid per hour.



L.  Are there government mandated severance requirements or bonus payments, such as for severance, say 1 week’s pay for every year worked and for bonus, a 13th month bonus to all employees? 

There are compulsory conditions and an obligation for payment of at least one salary, and at most six salaries to the employee as a severance pay due to terminate employees as redundant workers. There is no obligation by law nor by collective agreement for paying 13th salary to all employees, but there is an obligation for the employer to pay the compensation for transport of the employees from their home to the working place and back in amount of the transport expenses for the local public traffic, compensation for food, if the same is not organized by the employer, in amount of average net salary per employee in the Republic paid in the last three months and holiday bonus in amount of the average salary in the Republic for the last three months.

M.  Is there a probationary period to review newly hired employees before they are considered an employee? If so, how long can that probationary period be?

If required by the employer, a testing of the working capabilities may be conducted for the position before the final selection, as indicated in the collective agreement.

N.  Are there restrictions if the need comes to terminate employees due to performance or even lack of available work?

There are no legal restrictions in case of need for employees’ termination.

It’s the employer exclusive right, i.e. he/she himself/herself determines the number and the structure of the workers to be terminated from work, and the dynamics or time of termination. The employer is obliged to provide salary compensation for the time of work termination made without employee’s fault, in case of electricity shortage, lack of raw materials or semi-finished materials, or repair of damages, but at most of 30 days, if it’s not possible to compensate the lost full working hours, while working during days off or weekends.

O.  Are there any requirements as to how many staff must be full time employees versus contractors?  

There are no legal conditions and obligations concerning the number of employees, how many of them are working part time and how many of them are working full time employees. 

But there is a limit on the length of the part time employment for an employee which is up to three years. 

Agreements of employment are used in Republic of Macedonia. They are usually compiled by the employer, the agreement is signed by the employer and the employee.

There are no legal restrictions for the employer to engage experts or lawyers for agreement compiling.  







P.  Is Macedonia a contract for employment country similar to UK?  Would we have to provide contracts for employment, or JDs, MBOs more like US? 

Contract sample attached ( Attachment 5)

�

		

III.  Confidentiality / Data Protection Laws

A.  Is it customary to have employees/contractors sign confidentiality and non-disclosure / non-compete agreements upon being employed? 

Yes

B.  Are such agreements followed? 

Yes

C.  What is the environment from government protection of confidential and proprietary information? 

The protection of confidential and proprietary information is guaranteed by the Constitution of RM, as well as by the Copyright Law  (Official Gazette of  RM no. 47/96 and  no.3/98)  and the Industrial Property Law  (Official Gazette of  RM 47/ 2002). Moreover, the Copyright Law specifically regulates the protection of the copyright of computer programs. This regulation includes protection of programs of any electronic kind, including the preparation materials for their creation, if they are individual intellectual product of their author. Furthermore, the import of computer programs in the country is performed and protected by law. The author is guaranteed an exclusive material right to freely operate his/her programs, as well as to allow or forbid their use, according to the terms stipulated in the Copyright Law. Also, the author may transfer by contract these rights to third parties. Copying and distribution as well as possession may be made only by licensed copy.

The protection of copyrights and other related rights, which are regulated by the Copyright Law, are guaranteed to foreign persons, who enjoy full protection according to this Law.        

D.  What regulations exists to ensure  intellectual property rights are protected?  

Answer  same as above.

�

IV.  Office Space

A.  What types of workspaces are available?  Technology parks or similar? 

From individual office space to business centers, as well as low construction costs for Greenfield investments

B.  What are workspace standards (like UK, US, or ASPAC)? 

UK/EU

C.  What lease term requirements are we expecting vs. are available? 

Usual lease terms are minimum 1 year contracts with a 1 month termination clause. 

D.  Can we secure lease for furnished space? 

Possible. Usually leased space is not furnished but possibilities for specific arrangements exist.

E.  Is office security necessary – guard or just locked doors? 

Depends on the location ( eg. city center locations are safer than suburban/industrial locations ). Some companies employ security services and some have only alarm systems. The answer also depends on insurance policies.



�

V.  Telecommunications/infrastructure Environment

A. What would be their Internal/external phone system requirements?

Electronic and digital phone systems are supported. Normal analog lines, VPN, ISDN and VoIP are available.

B. How stable are such communication lines?

In 2003, Macedonia completed the installation a fully digital backbone network throughout the country.  Mobile system (GSM) are also available as are standard analog lines. Stability of the lines in all major cities and building is considered to be excellent.

C. What would be the disaster recovery or backup plans?

To date, there are no formal disaster recovery centers. However, it is possible to obtain alternate routing of facilities, backup systems and plans as required by the business. 

The major banks are required to provide recovery plans before Q4 2004.

D. What fileserver, software, workstation, etc. requirements do we have?

There are no specific requirements of the disaster centers. The requirements of the business can be met as required.

E. What support for such environment / infrastructure is available locally?

There is support available in the areas of hardware and software. Please see Attachment #1 for the capabilities profile



Location Specific

A.  Are there any gender specific considerations that have to be made? 

No legal requirements

B.  Are there travel difficulties getting into or out of country? 

No. Regular daily flights available to a number of European cities and good road and rail access. 

�

Tax and Accounting Considerations

	(Also please see Attachment #2, Forms of Business and Governace)

VII 1. What is the best way to incorporate the company to get most tax benefit/take full advantage of tax provisions?  

Basic Tax Features

Corporate Income Tax: 	15%

Income Tax: 			15% and 18%

Social Contributions: 		32% of salaries (21.2% - pension and 

disability insurance, 9.2% - health insurance, 1.6% - employment)

VAT: 				18% and reduced rate of 5%

Investment and Tax Incentives

To the taxpayer who has funds invested by foreign persons, the estimated tax is reduced proportionally to the participation of the foreign capital, under condition that the participation of the foreign capital is at least 20% in the total invested permanent common capital. Deposited funds by foreign persons is considered the purchase of shares by a foreign person. The tax exemption applies to the taxpayers that are founded completely with foreign capital as well. The tax exemption applies only for the period of the first three years, starting from the year in which profit is realized, under condition that the taxpayer who has used this exemption is operating at least three subsequent years after the end of the ultimate year in which he has used the right of tax exemption.

To the taxpayer the tax base is reduced for the amount of the investments in movable and immovable assets, up to 100.000 Euros in denar counter value, in the current year, excluding cars, furniture, carpets, works of art and other decorations for equipping of administrative offices.

In case when the taxpayer does not use the tax exemption till the end of the current year, he has the right to transfer it to the next period till its complete use.

To the taxpayer, for the amount of the investments in movable and immovable assets exceeding 100.000 Euros, in denar counter value, in the current year, excluding cars, furniture, carpets, works of art and other decorations for equipping administrative offices, the tax base is reduced up to 30%, but not more than the remaining unused part of the investment.

The taxpayer who makes technological modernization, or purchases assets for protection of the environment and the nature, has a right to accelerated depreciation of the fixed assets, but maximum to the value that exceeds by 25% the depreciation calculated by one of the methods of depreciation calculations.

To the taxpayer who placed an investment in economically underdeveloped regions and in specific areas (hill-mountain regions, border regions and compact undeveloped regions), the tax base is reduced for the value of the invested funds, but maximum at  50% of the base.

The taxpayer who is beneficiary of a free economic zone is exempted from profit tax for a period of 10 years counting from the date of starting operation in the free economic zone, under conditions and procedure stipulated by the Law for Free Economic Zones.

To the taxpayer the tax base is reduced up to the value of the funds invested for protection of the environment and the nature (the amount invested for this purpose is acknowledged 100%).

To the taxpayer who starts business activity for the first time, in the first year of earning profit the estimated tax is reduced for 50%, under condition of continued operation at least for three additional years from the day of implementing the reduction. Otherwise, he is due the unpaid tax in amount revaluated by the retail price growth rate.

A taxpayer who has made status changes (merger, acquisition, division, ownership transformation or similar) is not considered as a taxpayer who starts business activity for the first time.

In function of the development of the stock exchange in the Republic of Macedonia, the estimated profit tax is reduced by 50% for the taxpayer who is listed on the official markets of stock exchange, three years after the start of the listing. This tax reduction will be implemented appox. 31 December, 2005.

To the taxpayer who, pursuant to the Law on Registration of Cash Payments is obliged to introduce and use approved system of equipment for registration of cash payments, the estimated tax is reduced for the value of the maximum ten fiscal machines.

If the taxpayer does not use the tax exemption till the end of the current year, taxpayer has a right to transfer it for the next period.

The losses due to financial, business and non-business transactions may be compensated with the profit in the future reporting periods, but maximum in 3 years following the year in which they have been registered.

This right may not be used in the case of status changes of the taxpayer related to merger, acquisition, division, ownership transformation or similar.

The capital gains from the sale of securities, equipment and fixed assets are included in the tax base in amount of 70%.

The capital gains from securities will not be subject to taxation until 1 January 2006, in order to contribute to the development of the securities market in the Republic of Macedonia.

The dividends from participation in the capital of other companies are exempted from taxation under condition that they have been taxed by the taxpayer who makes payment, according to the general rate of the Profit Tax Law.

For the transfer of the part of the profit earned by a foreign entity, profit tax is not paid for the amount which is transferred.



VII 1A    

Is it incorporation, registration, or other means for formally establishing a business presence?

Establishing business in Macedonia



Company 

Regime�Legal framework: Law on Trading Companies (Official Gazette of RM No.28/1996, amended 7/97, 21/98, 63/98, 39/99, 81/99, 37/00, 31/01, 50/01, 06/02, 61/02). A new Law on Trading Companies is being prepared.��Forms of doing business�Sole proprietorship “Trgovec poedinec”; General partnership “Javno Trgovsko Drustvo” (JTD); Limited partnership “Komanditno drustvo” (KD); Limited liability company “Drustvo so Ogranicena Odgovornost” (DOO); Joint-stock company “Akcionersko Drustvo” (AD); Limited partnership by shares “Komanditno drustvo so Akcii” (KDA); ��

Registering a company 

1). Foreign ownership of business is unrestricted in Macedonia. 

According to the existing Law on Trade Companies (new Law on Trade Companies is in preparation, it is expected to be enacted in May, 2004), the following types of enterprises, established by domestic or foreign individuals or legal entities, can be registered in Macedonia (a company is considered a legal entity only after its entry in the Trade Registry):

Sole Proprietor.  Established by a single person wholly liable with his or her entire property, with no right to perform import/export operations.  Registering does not require investment capital and usually is used for persons registering small businesses such as markets, restaurants etc. In order to register such company, an individual should apply to the Trade Registry with a formal application, documentary evidence to support the authorized signatory and confirmation that the individual has not previously been banned from the activity that he/she would like to conduct.

General Partnership.  An association of two or more legal entities or individuals that is personally and jointly liable without limit to the creditors, with their entire property. 

Limited Liability Company (LLC). A company in which the shareholders participate with one share each in the company’s pre-determined basic capital. The LLC is established following the signing of an Agreement of Association, which should be concluded by all founding parties in a written form. The LLC can be established by one or more persons (maximum 50 founders). When established by one person, the name DOOEL is used, while when established by two or more persons the name DOO is used.  If the company is founded by one person, the Association Agreement should be replaced with a statement from the founder of his decision to form a LLC and a public notary should verify his decision. Basic capital amounts to 2,500 EUR and can be invested either in money or kind. If invested in kind, it has to be available for operation in the company on the day on which the entry form is submitted.  If the basic capital is in money, it is possible to invest 1,250 EUR on the day on which the entry form is submitted, while the rest is to be invested in a period of one year after receiving the decision for entering the company in the Trade Register. In principal, the founders of the company are not responsible for the company’s obligations, unless each of them signs a statement with which he takes

Responsibility for certain obligations. All companies that have more than 50,000 EUR basic capital have to establish a supervisory board or appoint a person that would control the operations of the company.  This form of business organization is the most popular one in Republic of Macedonia and, according to State Statistical Bureau data from 1999, more than 95% are registered as LLCs.  Foreign and domestic individuals and legal entities have a right to the same conditions, the same procedure for founding a company, as well as the same rights and obligations before the authorities when operating a company.  Foreign subjects are protected regarding their rights when investing capital, meaning that the regulations that existed at the moment of establishing the company continue to be in effect, which prevents uncertainties regarding changes in regulations for foreign investors. LLCs are a popular choice with investors who wish to conduct business activities in Macedonia, because of the limited liability and because they are cheaper to form than joint stock companies. 

Limited Partnership and Limited Partnership Joint Stock.  Partnerships under Macedonian law may be either limited partnership companies or limited partnership joint stock companies. Limited partnership is formed when two or more companies enter into partnership. Within the limited partnership company, at least one of the founding partners have joint but unlimited liability for the obligations of the company and its entire property. The limited partnership joint stock company can be formed with participation from both companies and individuals. One of the founding partners has a joint but unlimited liability for the obligations of the limited partnership joint stock company and its entire property, and is referred to as the “complementary partner”. At leas one founding partner is liable for the obligations of the company up to the amount of its own assets entered into the company and is referred to as the “dormant partner”. The limited partnership joint stock company should have at least one complementary partner and at least three dormant partners. A complementary partner is responsible for managing the company, but an assembly of partners and a supervisory board also regulates the company.

Joint Stock Company.  A company that has, by its charter, defined capital (basic capital) divided in equal parts (stocks).  Stockholders participate with one of more stock shares and their liabilities are secured with the entire capital of the company.  One or more persons, with basic capital of 10,000 EUR in money or goods, can establish the JSC.  If the basic capital is invested in goods, the same have to be available for operation in the company on the day on which the entry form is submitted.  If the basic capital is invested in money, first issued shares have to be bought by the shareholders – founders of the company. In principal the founders of the company, as well as the shareholders, are not responsible for the company’s obligations.  If the company is founded through public announcement, the basic capital has to amount to a minimum of 25,000 EUR, which have to be invested in accordance with the “dynamic plan” which describes the dynamics of the payments and buying of shares by the shareholders who have responded to the public announcement for buying bonds and shares offered for sale.  With the current Law two types of management structures were available: (1) through the Managing Board and Supervisory Board or (2) through the Board of Directors.  The new Law on Trade Companies regulates this matter in an entirely different manner, anticipating the establishment of a Board of Directors, which apart from the current members of the board will also incorporate members of the managerial team of the company, as well as independent (outside) members. This is based on the Anglo-Saxon model. The JSC’s are a compulsory business form for companies that have more than 50 shareholders.

2). Representative Offices

Representative offices can be opened by foreign companies, which are carrying out non-income generating activities, such as advertising or market research on behalf of their parent company. Representative offices cannot carry out any commercial operations neither can act on behalf of any company other than their parent company. Representative office may commence activities in Macedonia after it has been entered into a Register of representative offices maintained by the Ministry of Foreign Affairs. If a representative office should be the chosen format through which a company wishes to conduct operations in Macedonia, due to a fact that the office will not be generating income, it will enjoy several advantages. A representative office is not required to keep any books. In addition, the only taxes, which should be paid, are personal income tax and social fund contributions on behalf of its employees.

3). Branches of Foreign Legal Entities

Foreign companies can establish branches in Macedonia, stipulated that they have been operating in their home country for at least 2 years period prior to making an application. Branches have the right to carry out all forms of business and commercial operations and operate under the same conditions as domestic companies that carry out the same or related forms of business. The Ministry of Foreign Affairs grants permission for the opening of a branch, after which the registration procedure continues at the registration courts, and also further details should be filed with the Statistical Office. There is no branch remittance tax in Macedonia. Despite this, branches are not that popular with foreign companies wishing to do business in Macedonia, perhaps because they still have to maintain accounting and pay profit tax, and because the full liability for the actions of a branch rest with the entire foreign company and are not limited to the branch alone.

4). Court registration procedure

The maximum duration of the procedure, in accordance with the Law, is 8 days, and there is no possibility for “consent by silence” if the institution does not respond in the deadline. There are 3 Registration Courts in Macedonia: in Skopje, Stip and Bitola. 

The amount of the Court taxes is 3,700 mkd (60 EUR) and those are charged by the Court, on the account of the Budget of the Republic of Macedonia. There is no difference in amounts depending on the type of company that is being established.  

Administrative taxes and material expenses are:

for State Statistics Bureau (for issuing of identification number and for determining of the activity) is 1,500 mkd (25 EUR), 

for Public Revenues Administration (for issuance of a tax number) 300 mkd (5 EUR)

Tax benefits are not related to the type of the incorporation of the company. But if the capital of the company is owned by a foreign entity or individual, it has a three year period of tax holidays



Investment Incentives

Context

The employment of FDI investment incentives is no substitute for pursuing appropriate general policy measures and generating an enabling business environment. This is the rationale for the focus on the creation of a Foreign Investment Agency of the Republic of Macedonia, as well as a detailed program for the further removal of legal and administrative barriers to investment. 

At the same time, it is recognized that investment location decisions are usually taken by TNCs in two stages. In the first, investors compile a list of acceptable countries/sites according to the economic and political “fundamentals”, more or less irrespective of incentives. It is only in the second stage that investors examine incentives, often seeking them out and sometimes even playing one government against another in order to maximize the generosity of the incentives. Thus, although the business fundamentals are of overriding importance, incentives can play a decisive role in investors’ location decisions. In this context, the GoM believes that investment incentives can reasonably be used in situations where they can supplement an increasingly enabling environment, where market imperfections exist which cannot be otherwise addressed and where strong incentives-based competition exists, as in the case of the SEE region. 

There are three main types of investment incentive. Regulatory incentives seek to attract investment by offering firms derogations from national or sub-national rules and regulations, such as easing environmental, social and labor market requirements. The GoM does not support the use of such incentives. Financial incentives tend to focus on areas that are perceived to be disadvantaged compared to other locations to compensate firms for relocating or establishing new branches and to correct market imperfections or overcome transaction costs. The GoM supports the use of such incentives, in a targeted manner. Finally, the most commonly used type of inducement used in the SEE region, where our most important competitors are located, is tax incentives. Likewise, the GoM supports the use of such incentives. 



B.  What is the difference between the various options?  Is one required?  

Answer is integrated in the above text



C. Are there naming requirements for an entity in Country?

The naming of a firm is regulated by the Trade Association Law.

It is essential that the name does not contain marks or emblems of states or international organizations, only in case it is permitted by their side. It should not contain any official mark of guarantee or quality, marks or symbols of local self-government, emblem, flag, (state symbols), name or family name of a person, unless permitted by the person itself, or by his/her hears (in case of death).

The name of a historic person can be used with permission from relatives up to third generation, or from the Ministry of Justice.

The name of the firm may be written in shortened form (which will be entered in the register). 

�

VII.2 

	Are there any Tax Free/Trade Free Zones:

Also please refer to Attachment 3 Legal Analysis of the Status of the FTZ and 3A Investment Opportunities

The FEZ (Free Economic Zone) site is situated approximately 10km to the north east of Skopje, the capital city of Macedonia. The site is next to the main highway running from Skopje towards Belgrade and Sofia and a railway track runs parallel to the highway. A spur road from the highway has already been constructed. The site is 3km from the Skopje International airport. The nearest sea port is Thessalonica in Greece, 250km south of Skopje.

The tender process for the FEZ is in the final stage and a founder will be designated shortly.

Access to the FEZ will be available in 3 – 6 months.



What kinds of tax savings can we expect? Withholding, income, import, VAT?

Tax Exemptions

Circulation and exchange of goods and services among free zones are VAT exempted.

If the user of a Free Zone meets the terms from Article 5.1., he/she will be exempted from:

VAT on products aimed for circulation within the Free Zone, except for the products aimed for final consumption;

VAT on products imported in the Free Zone for production intended for export and for performing other approved activities in the Free Zone;

VAT on provided services in the Free Zone and which are directly linked to export of goods and services;

Profit tax for a period of ten (10) years from the day of commencement of operation of the Free Zone;

Any taxes regarding the transfer of ownership and rights between founders and users in the Free Zone.

�

The user of a Free Zone who reinvests the profits in the capital assets in the Free Zone region is entitled to decreased profit tax base proportionally to the amount invested after the expiration of a period of ten (10) years and one (1) day after the commencement of the activities. If the user of a Free Zone removes the capital assets from the Free Zone before the expiration of the period of five (5) years and one (1) day from the year in which he was using the tax facilitation, the amount of the tax facilitation becomes due for collection for the year in which the capital assets have been removed from the Free Zone.



The user of a Free Zone is exempted from paying contributions, taxes and other duties regarding the utilization of construction land, connection to water, heating, gas, power supply networks and sewerage.



Customs Exemptions  

Circulation and exchange of goods and services between Free Zones shall be customs and VAT exempted.

The user of the Free Zone can bring goods from abroad or from other Macedonian territories into the Zone, customs and duty free, can export from the free zone abroad, can provide services in the Free Zone, as well as services that regard transportation means for international transport and their crews in the free zone. 

Goods brought in the Free Zone cannot stay in the Free Zone for a period longer than five (5) years.

The user of a Free Zone may take goods out of the Free Zone on other territory of the Republic of Macedonia pursuant to the regulations governing export and import of goods.



B.  What is required in order to take advantage of the various Tax Free Zones or provisions?

Status of the User

Besides the founder, other domestic or foreign legal or physical entity, registered to perform activities in the Free Economic Zones, may become a user of the Free Economic Zone (hereinafter: User).User of the free zone can start to operate after the Custom Office issues a decision for the fulfillment of the required conditions.



User’s Responsibilities

The user of the free zone is obliged to allow customs or other authorities to perform customs or other supervision. 

Permitted Activities

1. In the free zone export-oriented goods are produced and services are rendered, foreign trading, banking and other financial activities, insurance and reinsurance of property and individuals, and other commercial activities.

2. The above-mentioned activities can be performed under the following conditions:

Business ventures should be based on new investment and modern technologies;

Origin and quality of raw materials, semi-finished products and finished products should be traceable and controllable;

Operations must not endanger public security and health of people in the free zones;

The user of a free zone should insure the capital assets and employees against any types of risks, arising out of the operations.

      

3. The user of a free zone conducting manufacturing or refinement of goods, may entrust these activities, based on a contract, to legal entities or physical persons (sub-manufacturers) with headquarters within or out of the free zone. The user of a free zone is obliged to pay VAT on products and services that are not export oriented. 	



4. The User of a Free Zone may perform warehousing activities in the Free Zone for his/her purposes.



5. In the Free Zone, the User of a Free Zone may conduct wholesale activities.



 The User of a Free Zone may conduct retail activities within the Free Zone only for other users and their purposes, and for servicing the international transport means and of their crews in the Free Zone.



Activities Prohibited in FEZ

1. Textile industry activities are prohibited in the FEZ.

2. Also, the following activities are prohibited within the FEZ:

- 	Trading of decaying, rotten expired or infected goods or waste materials polluting the environment or not suitable for human or animal consumption;

- 	Radioactive materials, except those required for industrial, medical and scientific research approved by the relevant authorities in the Republic of Macedonia;

- 	Drugs, chemical and biological materials, chemical and bio-chemical derivatives, with the exception of those used for industrial, manufacturing, medical and pharmaceutical purposes, in accordance with the certificates issued by the Ministry of Health;

-	Weapons, ammunition and explosives, except for commercial explosives;

	Products or services originating from countries or companies under embargo and sanctions imposed by national and international authorities;

-	Products and services that are endangering the public moral, national defense and security;

-	Products and services non-compliant with the laws of the Republic of Macedonia and international agreements pertaining to protection of Intellectual and industrial property rights, ratified in the Republic of Macedonia, and

-	Malpractice and abuse of approvals, decisions, court orders, licenses, license rights and concessions issued by competent authorities.

�

Tax and Customs Exemptions

Tax Exemption Terms

The user of the Free Zone has the right to tax exemptions and facilitations when:

Performs a new activity and does not transfer activities from other Macedonian territories into the Free Zone;

Does not have any unsettled tax and customs obligations;

No criminal or misdemeanor procedure is initiated against him, regarding   performance of commercial activity;

There is no bankruptcy procedure initiated against the user.

The value of goods and services produced or performed in the Free Zone is determined by invoices issued by the user of the Free Zone.

The value of exported goods and services is determined on the basis of the foreign currency inflow or by other payment instruments.

Tax Request 

In order to be entitled to tax exemptions and facilitations, the user of the Free Zone should submit tax request to the Directorate, together with the following additional documents:

Agreement with the founder of the Free Zone;

Customs Administration Office decision;

Balance sheet for the previous year;

Act or agreement for establishment of the Free Zone and an excerpt from the Trade Registry;

Confirmation issued by competent authority that the User does not have any unsettled tax or customs obligations;

Confirmation issued by competent authority that the user of the Free Zone is not subject to any misdemeanor or criminal proceedings related to performance of commercial activities, and

Confirmation issued by competent authority that no bankruptcy procedure is initiated against the user of a Free Zone.

    

The evidence listed under (1), (2), (4) and (6) are to be submitted within fifteen (15) days from the day of commencement of activities by the user of the Free Zone.

The evidence listed under (1), (2), (3), (5), (6) and (7) are to be submitted for each year of the Free Zone operation, not later than March 31 of the current year.

The Public Revenue Office issues a decision to the user within 30 (thirty) days of the submission of the tax request, if the above stated conditions are met. 

Depending on the type of the tax and the year which it refers to, the decision of the Public Revenue Office indicates whether the tax facilitations have been granted on temporary or permanent basis.



Customs Control

The access, entries and exits in the Free Zone are subject to customs control.

The founder is obliged to provide within the Free Zone, premises necessary for Customs activities. 

Physical persons and transportation means entering and leaving the Free Zone are subject to customs inspection.

For purposes of customs supervision, the Customs Office may temporarily restrict or prohibit performance of sale or some activities, in case the founder or the user are undergoing misdemeanor procedure, or the Customs Office may file charges for existence of reasonable doubt for committed criminal act while performing Free Zone activities.

The Customs Office may prohibit the User to conduct activities in the Free Zone if he fails to bring the activities in compliance with the Law within the time period given in the final decision for compliance. If the Customs Office has undertaken measures or if a misdemeanor or criminal procedure has been initiated against the User or the founder, it may prohibit or limit the access of certain individuals to the Free Zone. 

�

Entrance of Goods 

Goods brought in the Free Zone are to be declared to the Customs authorities.

Goods brought in the Free Zone are not to be inspected by the Customs authorities, nor customs declaration has to be filed, except for temporary exit.

As exemptions, goods are inspected by the Customs authorities in the following:

Entrance of domestic goods intended for export;

By entering the Free Zone, goods are subject to final customs procedure, unless otherwise stipulated with customs regulations that the goods should not be subject of customs inspection;

By entering the Free Zone, the goods are entitled to reimburse exemptions from export-import customs and other duties.

Goods exiting the Free Zone to other parts of the Macedonian territory must be declared and inspected by customs authorities and according to customs regulations must have approval for their usage. 

As an exemption, stored goods as well as the domestic goods which are brought into the Free Zone by the user of the Free Zone for own purposes and for performance of the approved activities in the Free Zone, the User can take them in and out of the Free Zone prior to customs inspection based on specification of goods certified by the customs authorities.

If the above-mentioned stored goods have been subject to regular procedures and actions performed for the purposes of storing, preparation for the market (sale), or quality preservation, when determining the amount of the customs duty must be taken in consideration the nature and quantity of goods and their customs value which would have been calculated for those goods at the time the customs duty has occurred, unless the goods were subject to regular procedures and actions. This procedure may be applied only upon a proposal of the customs taxpayer, and if the customs authorities have previously approved such actions related to the goods.

If the goods processed in the Free Zone are taken out of the Free Zone to other Macedonian territories and if, pursuant to the customs regulations, they are subject to customs duty, the customs duty is calculated on the basis of the data for the goods used in the processing, which are valid at the time of reception of the customs declaration for taking those goods out of the Free Zone.





If the Users, takes the processed goods out of the Free Zone to other Macedonian territories, he/she is obligated, upon request from the customs authorities, to submit for inspection the records for consumption norms, while the customs authorities have the right to verify the accuracy of data in the records.



Inspection of Goods

The customs authorities may inspect the goods that are taken in, taken out or kept in the Free Zone.

In order to enable the inspection, the User is obliged to submit to the customs office a copy of the transportation document of the goods each time the goods are entering or exiting the Free Zone. The user of the Free Zone is obliged to allow access to goods and documentation for the goods subject to customs inspection.



Keeping Records

For the purposes of customs supervision, the user of the free zone is obliged to keep records on:

Goods entering the free zone;

Goods exiting the free zone;

Goods used in the free zone;

Goods stored in the free zone;

Goods altered in the free zone.



The User is keeping records of the goods in a chronological order on the basis of the data in the documentation registering the entry and the exit of goods in and out of the free zone and on the basis of production standards. The User is obliged to keep the records on goods for a period of five years in manner and form prescribed by the Ministry of finance. 









Other legal activities connected with FEZ

Law Compliance

All the laws of the Republic of Macedonia are applicable in the free zone unless otherwise stipulated with the Law on Free Economic Zones.

All disputes arising between the founder and the users, the founder and the Directorate or between the Directorate and the users of the free zone will be under the jurisdiction of a competent court in the Republic of Macedonia. 



Labour Relations

The founder and the users of the free zone can employ citizens of the Republic of Macedonia. They can also use goods and services from suppliers and sub-suppliers from Republic of Macedonia, whenever economically justified.

Employees will sign the collective agreement with the employers in the free zone. The collective agreement will provide for solving of labor disputes between employers and employees through arbitration or mediation. 

The Directorate establishes a labor relations board, which will provide both the employers and employees arbitration or mediation services. 



Standards, Regulations and Norms

Standards, technical and quality norms, apart from those defined by the regulations pertaining to the protection of living and environmental conditions, are not applicable to goods which enter the free zone for storage or refinement (processing and repair) and which are not to be sold within the zone, nor to goods which, for the purposes of refinement (processing and repair) pursuant to the customs regulations, are temporarily exiting the free zone towards the rest of the Macedonia territory. 

Whenever goods are aimed for export the User instead of Macedonian may apply standards, technical and quality norms valid in the country of destination. 

Laws and regulations on prices will not be applicable to prices of goods and services sold in free zone.   





C.  What provisions exist for the country to reclaim taxes if it later decides to leave the country during Tax Free period?

If during the free zone operations, the founder of the free zone or a competent court terminates the agreement between the user of the free zone and the founder, the user of the free zone is obliged to inform the customs and the tax authorities for the occurred termination of the agreement, to submit the records and the calculations for the activities in the free zone and to allow them to determine whether tax or customs duties have occurred from the operations in the free zone, calculated pursuant to the tax and customs regulations.



D.  What investment is required to operate in the country? 

No minimum investment required 



E.  Can a company import equipment or are their tax advantages to purchasing locally? 

Goods Used as Equipment in FEZ

The equipment aimed for performing of approved activity in the free zone and subject to customs duty should be proposed by the User for free sale or temporary import procedure, however the customs duty on such equipment is not payable for as long as it remains within the free zone. As equipment is considered only the equipment for performance of approved production or service activities within the free zone and only if the User according to the accounting standards has registered it in the accounting books as equipment.

If the equipment is taken out of the free zone to another Macedonian territory, the User is obliged to declare it to the customs authorities for the purposes of paying the customs duty.

Equipment taken out of the free zone to other Macedonian territory shall be customs duty and VAT exempted, provided that if it has been continuously used in the free zone for a period of at least five (5) years and one (1) day.

Passenger vehicles, which had temporary import permit for the free zone, will be customs duty exempted if taken out of the free zone to other parts of the Macedonian territory after five (5) years and one (1) day of continuous usage. When selling, trading and transferring the equipment out of the Macedonian territory and when transferring equipment out of the free zone for the purpose of maintenance or servicing, the five years continuous period shall not be considered interrupted, if the equipment does not remain outside of the free zone for longer than six (6) months.



The equipment that is taken out to other parts of the Macedonian territory before the expiry of the period of five (5) years and one (1) day is subject to customs duty. Customs duty that is payable upon taking the equipment out of the free zone to other parts of the Macedonian territory is payable pursuant to the data for the value of the equipment valid at the time of entry of the equipment in the free zone. No interest rate is calculated on the customs duty for the period starting from the entry of the equipment in the free zone until its exit from the zone to other parts of the Macedonian territory



How long would the Tax Free period last?

Tax Exemptions

 Circulation and exchange of goods and services among free zones are VAT exempted.

2. If the user of a Free Zone meets the terms from Article 5.1., he/she will be exempted from:

VAT on products aimed for circulation within the Free Zone, except for the products aimed for final consumption;

VAT on products imported in the Free Zone for production intended for export and for performing other approved activities in the Free Zone;

VAT on provided services in the Free Zone and which are directly linked to export of goods and services;

Profit tax for a period of ten (10) years from the day of commencement of operation of the Free Zone;

Any taxes regarding the transfer of ownership and rights between founders and users in the Free Zone.



3. The user of a Free Zone who reinvests profits in capital assets in the Free Zone region is entitled to decreased profit tax base proportionally to the amount invested after the expiration of a period of ten (10) years and one (1) day after the commencement of the activities. If the user of a Free Zone removes the capital assets from the Free Zone before the expiration of the period of five (5) years and one (1) day from the year in which he was using the tax facilitation, the amount of the tax facilitation becomes due for collection for the year in which the capital assets have been removed from the Free Zone.



4. The user of a Free Zone is exempted from paying contributions, taxes and other duties regarding the utilization of construction land, connection to water, heating, gas, power supply networks and sewerage.



Customs Exemptions  

Circulation and exchange of goods and services between Free Zones shall be customs and VAT exempted.

The user of the Free Zone can bring goods from abroad or from other Macedonian territories into the Zone, customs and duty free, can export from the free zone abroad, can provide services in the Free Zone, as well as services that regard transportation means for international transport and their crews in the free zone. 

Goods brought in the Free Zone cannot stay in the Free Zone for a period longer than five (5) years.

The user of a Free Zone may take goods out of the Free Zone on other territory of the Republic of Macedonia pursuant to the regulations governing export and import of goods.



G. Would it apply to software development, maintenance, or customer support?

Yes

Permitted Activities

1. In the free zone export-oriented goods are produced and services are rendered, foreign trading, banking and other financial activities, insurance and reinsurance of property and individuals, and other commercial activities.



2. The above-mentioned activities can be performed under the following conditions:

Business ventures should be based on new investment and modern technologies;

Origin and quality of raw materials, semi-finished products and finished products should be traceable and controllable;

Operations must not endanger public security and health of people in the free zones;

The user of a free zone should insure the capital assets and employees against any types of risks, arising out of the operations.

      

3. The user of a free zone conducting manufacturing or refinement of goods, may entrust these activities, based on a contract, to legal entities or physical persons (sub-manufacturers) with headquarters within or out of the free zone. The user of a free zone is obliged to pay VAT on products and services that are not export oriented. 	



4. The User of a Free Zone may perform warehousing activities in the Free Zone for his/her purposes.



5. In the Free Zone, the User of a Free Zone may conduct wholesale activities.



6. The User of a Free Zone may conduct retail activities within the Free Zone only for other users and their purposes, and for servicing the international transport means and of their crews in the Free Zone.



Activities Prohibited in FEZ

1. Textile industry activities are prohibited in the FEZ.

2. Also, the following activities are prohibited within the FEZ:

Trading of decaying, rotten expired or infected goods or waste materials polluting the environment or not suitable for human or animal consumption;

Radioactive materials, except those required for industrial, medical and scientific research approved by the relevant authorities in the Republic of Macedonia;

Drugs, chemical and biological materials, chemical and bio-chemical derivatives, with the exception of those used for industrial, manufacturing, medical and pharmaceutical purposes, in accordance with the certificates issued by the Ministry of Health;

Weapons, ammunition and explosives, except for commercial explosives;

Products or services originating from countries or companies under embargo and sanctions imposed by national and international authorities;

Products and services that are endangering the public moral, national defense and security;

Products and services non-compliant with the laws of the Republic of Macedonia and international agreements pertaining to protection of Intellectual and industrial property rights, ratified in the Republic of Macedonia, and

Malpractice and abuse of approvals, decisions, court orders, licenses, license rights and concessions issued by competent authorities.



H. What benefits does country provide for entering and beginning operations?

Outlined above

�VII. 3

Tax Issues:

A. What are the pro’s and con’s of structuring the business operation as a cost center versus a profit center?  Is it an option? 

No, there is no such option.



B. Does the government impute revenue (via transfer pricing) based on work performed, and then charge taxes accordingly?  Or only after Tax Free period? 

The question is not clear enough. The companies are required to submit and pay monthly down payments for the calculated taxes, that is definitely confirmed at the end of the year based on the final financial result. The companies that use certain tax free define it in the tax balance, i.e. they reduce the tax base according to the rate of tax free

Additional information can be provided when the question is clarified.



C. Are withholding taxes applied to expenses being allocated from out of country?

Withholding taxes are applied to the revenue that a taxpayer makes in and out of the country.



D. Are there Expatriate taxes that apply, and in what scenario do they apply? 

Expatriates may be employed by a company registered in Macedonia and pay the local income 	taxes.   



E. Are there taxes on repatriating profits or funding to the parent company?  What types of taxes would apply here, and what restrictions exist when the parent is US based?  

There are no taxes on repatriating profits and no restrictions.





F. Are there specific Transfer Pricing requirements? 

The assumption is that the question is about transfer between linked companies. All the transactions that the taxpayer had with linked persons are separately defined in the tax balance together with transfer prices under which the transactions are realized. The difference between the market price and the transfer price is included in the tax base.  



G. Are there taxes on dividends paid to the parent company? 

No.



H. What is the impact of the Free Trade Zone? 

See section on Free Trade Zone. 



I. Are allocated central costs of parent company expenses deductible for tax statutory reporting? 

No.



J. If a contract were to be signed within Macedonia, are their withholding tax provisions (If so, deductible against US income taxes?) or are there tax benefits available?  

Withholding tax is paid on the income that an individual earns, not on a signed contract. 



K. Is there a Tax on interest paid to the parent company for its investment in the operation? 

No.

�VII.4 

ACCOUNTING REQUIRED

A. Can we keep books of record in US$? 

No.

 

B.  Can we perform accounting functions from US or is local 3rd party chartered accountant required? 

You are obliged to perform accounting functions in Macedonia. 

If required, what exactly is required – compilation, review, audit, etc.? 

Annual review is obligatory, and if it is a joint-stock company, an audit is obligatory too. 

Audit

The adoption of the laws in the audit area in the Republic of Macedonia, initiated the process of establishing audit system compatible with the systems of the developed countries.

The Audit Law (amended and modified in 2000 and 2001), among other things, stipulates the audit activities to be performed pursuant to the International Audit Standards, and the Law on State Audit (amended and modified in 2001) comprises provisions, according to which the state audit activities are performed pursuant to the audit standards for state audit (INTOSAI). 

The Audit Law stipulates the audit issue, defining that accounting statements of the legal entities and physical persons who perform activity and have their main office in the Republic of Macedonia are subject to audit, and they are also obliged, pursuant to the Law or upon their own request to submit their financial statements and accounting statements for audit. 

The Company Law stipulates the obligation for compulsory audit. Pursuant to this Law, the annual accounts of the large and small proprietors organized as joint stock companies are subject to audit, as well as the companies that pursuant to the provisions of this law are obliged to prepare consolidated statements and the companies, the securities of which are listed on the stock exchange. Notwithstanding this solution, small proprietors organized as joint stock companies submit the annual accounts for audit if their securities are listed on the stock exchange and unless otherwise stipulated with other law.  

Also, the annual accounts of the limited liability companies that meet two of the three conditions stipulated with the law (the average number of employees to be higher than 150; the annual revenues to be higher than EUR 3,000,000 in denar equivalent, or the average value of the assets at the beginning and the end of the business year to be higher than EUR 750,000 in denar equivalent) are submitted to audit.

In addition to this compulsory audit, the Audit Law enables the legal entities and physical persons who perform activity and have their main office in the Republic of Macedonia to submit their financial statements and accounting statements for audit also at their own request.



C.  What Statutory filings or audit obligations are required by law and on what frequency? 

The required period is one calendar year.



D. Is there a country library for the Great Plains financial accounting software necessary? 

N/A

E. Are there any unique requirements?

There are no requirements that are out of the ordinary.

F. Are there any restrictions on cash (US$) coming into and going out of the country? 

In accordance with the Decision of Government of RM, the maximum amount of currency in cash that can be brought in or taken out of the country without evidence of origin is 2000EUR per person. All higher amounts brought in need to be declared at customs after which a document needs to be issued by the customs authorities. On the basis of this document the money can be deposited in any of the commercial banks or can used as proof of legal possession of the money. This relates to foreign citizens and Macedonian citizens working abroad. In the case of taking money out in cash that exceeds tha amount allowed, the possessor must show proof that the money was brought in the country (normally reduced for the time spent during the stay). In contrary, the customs authorities will confiscate the money and the possessor will be prosecuted by legal authority for breaking the foreign currency law.

Amounts that can be brought in or carried out of the country that are in the form of traveler’s checks and credit cards are not limited. Legal entities are not allowed to transfer currency in cash across the border, and all payment operations should be made through bank transfers.



�

VIII 

Please provide an overview of your experience in working with other US-based companies in establishing remote country operations.

There are numerous companies currently in Macedonia. Please Attachment #1 The Capabilities Matrix for a summary of companies and industries served.



IX.  

What is your rate structure for providing a similar type of service should we decide to go forward longer term?  Please provide details of the specific functions you feel would be needed and the applicable rate you would charge a company to do such functions.



To date, several presentations have been made that outline the capabilities within the IT Industry, the Country and the Macedonian Consortium of Information Technology (MCIT). 

To provide specific pricing, the MCIT will need the advise of the company as it related to specific services required, timeframes and level of partnering.

We look forward to our next discussions.



�



ATTACHMENT #1



CAPABILITIES MATRIX

�ATTACHMENT #1



MCIT CAPABILITIES AND EXPERIENCE PROFILE Version 2.0

COMPANY

Year Founded 1984

Number of People 405

Number of Clients 2890

Top five "Most Important" clients



1. In Macedonia All major banks in Macedonia, Interbanking Clearing House, Tax Revenue Office, Macedonian Telecom,

Ministry of Defense, National Registry Agency, J.Z.O. Clinical Center Skopje, Clinic for Cardiosurgery Skopje

Philip the Second, Ministry of Economy, National Power Supply Company, Water Supply Company

2. In the Region Kosovo Registar Agency, Elektro Vojvodina, Telecom Serbia, KFOR UN Forces in Kosovo,

Ipko Net Kosovo, Delta Bank Belgrade, National Savings Bank Belgrade, Agro Bank Belgrade,

Kontinental Bank Belgrade, ExIm Bank Belgrade, IT Solutions in Croatia, Peuig Sofia

New Bank of Kosovo, Euro Market Bank Podgorica, Bank for Private Business Pristina

3. International On Line Berlin, partner with Netherlands-based company for outsourcing, Northhampton General Hospital UK

Clinical Logic UK

Location of other offices, operations, and/or partner offices 

Macedonia, Serbia, Kosovo, Montenegro, Austria, Germany

Hours of Operation 

08:00-20:00 CET +01:00

Area "Regions/Countries" Served

 Southeastern Europe, Greece, Germany, Austria, Netherlands, UK



EXPERIENCE

Outsourcing 

e-Banking system for 20 regional banks, Web-based content management solution for a German partner, Health care solution for a UK partner based on Oracle platform 



Software 

Document Management System, Content Management, Data Warehouse Solution, Web-based solutions,multimedia solutions, ERP system, e-Business solutions, core banking, e-Banking,

Risk Management solutions, financial transactions server, desktop applications, client workflow solutions, web banking interface, Oracle, JDeveloper, Java, Java Script, JSP, Oracle Business Components for Java,Oracle  SmallEyeAS applications server, C++, PhP, Perl, Delphi, Visual Basic, IBM Web Sphere, Apache, GIS, Auto Cad Map, Own Site Envision, Map Guide GIS, Database systems: Oracle 9i, 8i, 8, 7. SQL Server, MySQL, Interbase, Access; Operating Systems: Windows Server, XP 2000/NT/9x,Linux, Solaris, AIX, Netware



Hardware 

Fujitsu/Siemens, IBM, Cisco, Sonic Wall, HP, Econ, InfoQuest, FSC, WinCore Nixdorf, Hypercom, Microsoft, Borland, Dell



(Continued on the next page) 



EXPERIENCE (Continued)

Networking 

IPSCC, VPN, Cisco, Proxim, Microsoft Windows, 3Com, D-Link, Alcatel, Lightning



Financial Systems

e-Banking solution for Stopanska Bank, MK including 13 servers and entire infrastructure, ERP Solutions, Health Care Insurance Fund, ERP package - financials and billing, including international accounting standards

ASPs 

e-Bank service centers in Macedonia, Serbia, Kosovo, Montenegro; web hosting for Unix / Microsoft platforms

Call Centers 

Call center for Macedonian Telecom, adaptation of TeleVantage call center package with ERP modules.



Joint Projects 

SchlumbergeSema, ICON, CESD, INTRACOM, European Agency for Reconstruction, Phares, World Bank, Small e-MUNIS EU Information Society Program FP5, SEEMunIS - Municipal Information System, Delta Bank, Macedonian Telecom



CAPABILITIES

Certifications 

Fujitsu/Siemens Computers Qualified Partner, Fujitsu/Siemens Computers Service Partner,

Xerox Business Partner, SPS Partner, IBM, SAP, 3Com, Oracle, HP, Cisco, WinCore Nixdorf,

Microsoft Partnerships: Certified Partner, Gold Certified Partner for Security and Education,

Learning Solutions, Certified Technical Education Center, Framework Solutions Developer.Net,

Application Developer.Net, Database Administrators, System Engineers including a) Messaging b) Security; Alcatel, AutoDesk ATC.



Methodologies 

Microsoft Solutions Framework, UML, Oracle Case, Cisco Network Design, JAD



Programming Languages 

ASP, Python, PhP, Java, Microsoft.Net, Delphi, Microsoft SQL Server, Oracle, InterBase,

MYSQL, Informix, Micromedia Cold Fusion, C++, Visual Basic, VB.Net, Oracle Forms, J-Developer,Visual Studio.Net, Visual Studio 6.0, TransAct SQL, NetWare Extend, GIS Autocad Map



Standards 

ISO 9000, ISO 9001:2000, XML, XSD, HTTP, SOP, WSDL, Discovery, UDDI, Com/Dcom, UML



Project and/or Program Management

Microsoft Project, Visio, MSF, Program Version Control - InterSolv PBSC 



Systems -Hardware 

IBM, FSE Computer Systems - Intel and Unix based, Broadcast Solutions, HP, Windows and Linux platforms







Communications 

Sonic Wall Security Solutions, Cisco, Eicon Lasat, SafePipe, 3Com, HP, D-Link, Lightning



CLIENT AND PROFESSIONAL SERVICES

Management Reporting

Management Systems

Consulting Experience and Methods

Document Workflow Management Systems, ERP Systems



�



ATTACHMENT # 2



FORMS OF BUSINESS AND CORPORATE GOVERNANCE

�ATTACHMENT 2.



SECTION VII….. TAX AND ACCOUNTING CONSIDERATION



Establishing business in Macedonia



Forms of business and corporate governance



Company 

Regime�Legal framework: Law on Trading Companies (Official Gazette of RM No.28/1996, amended 7/97, 21/98, 63/98, 39/99, 81/99, 37/00, 31/01, 50/01, 06/02, 61/02). A new Law on Trading Companies is being prepared.��Forms of doing business�Sole proprietorship “Trgovec poedinec”; General partnership “Javno Trgovsko Drustvo” (JTD); Limited partnership “Komanditno drustvo” (KD); Limited liability company “Drustvo so Ogranicena Odgovornost” (DOO); Joint-stock company “Akcionersko Drustvo” (AD); Limited partnership by shares “Komanditno drustvo so Akcii” (KDA); ��

REGISTERING A COMPANY 



1 Foreign ownership of business is unrestricted in Macedonia. According to the existing Law on Trade Companies (new Law on Trade Companies is in preparation, it is expected to be enacted in May, 2004), the following types of enterprises, established by domestic or foreign individuals or legal entities, can be registered in Macedonia (a company is considered a legal entity only after its entry in the Trade Registry):

Sole Proprietor.  Established by a single person wholly liable with his or her entire property, with no right to perform import/export operations.  Registering does not require investment capital and usually is used for persons registering small businesses such as markets, restaurants etc. In order to register such company, an individual should apply to the Trade Registry with a formal application, documentary evidence to support the authorised signatory and confirmation that the individual has not previously been banned from the activity that he/she would like to conduct.

General Partnership.  An association of two or more legal entities or individuals that is personally and jointly liable without limit to the creditors, with their entire property. 

Limited Liability Company (LLC). A company in which the shareholders participate with one share each in the company’s pre-determined basic capital. The LLC is established following the signing of an Agreement of Association, which should be concluded by all founding parties in a written form. The LLC can be established by one or more persons (maximum 50 founders). When established by one person, the name DOOEL is used, while when established by two or more persons the name DOO is used.  If the company is founded by one person, the Association Agreement should be replaced with a statement from the founder of his decision to form a LLC and a public notary should verify his decision. Basic capital amounts to 2,500 EUR and can be invested either in money or kind. If invested in kind, it has to be available for operation in the company on the day on which the entry form is submitted.  If the basic capital is in money, it is possible to invest 1,250 EUR on the day on which the entry form is submitted, while the rest is to be invested in a period of one year after receiving the decision for entering the company in the Trade Register. In principal, the founders of the company are not responsible for the company's obligations, unless each of them signs a statement with which he takes

Responsibility for certain obligations. All companies that have more than 50,000 EUR basic capital have to establish a supervisory board or appoint a person that would control the operations of the company.  This form of business organization is the most popular one in Republic of Macedonia and, according to State Statistical Bureau data from 1999, more than 95% are registered as LLC's.  Foreign and domestic individuals and legal entities have a right to the same conditions, the same procedure for founding a company, as well as the same rights and obligations before the authorities when operating a company.  Foreign subjects are protected regarding their rights when investing capital, meaning that the regulations that existed at the moment of establishing the company continue to be in effect, which prevents uncertainties regarding changes in regulations for foreign investors. LLC’s are a popular choice with investors who wish to conduct business activities in Macedonia, because of the limited liability and because they are cheaper to form than joint stock companies. 

Limited Partnership and Limited Partnership Joint Stock.  Partnerships under Macedonian law may be either limited partnership companies or limited partnership joint stock companies. Limited partnership is formed when two or more companies enter into partnership. Within the limited partnership company, at least one of the founding partners have joint but unlimited liability for the obligations of the company and its entire property. The limited partnership joint stock company can be formed with participation from both companies and individuals. One of the founding partners has a joint but unlimited liability for the obligations of the limited partnership joint stock company and its entire property, and is referred to as the “complementary partner”. At leas one founding partner is liable for the obligations of the company up to the amount of its own assets entered into the company and is referred to as the “dormant partner”. The limited partnership joint stock company should have at least one complementary partner and at least three dormant partners. A complementary partner is responsible for managing the company, but an assembly of partners and a supervisory board also regulates the company.

Joint Stock Company.  A company that has, by its charter, defined capital (basic capital) divided in equal parts (stocks).  Stockholders participate with one of more stock shares and their liabilities are secured with the entire capital of the company.  One or more persons, with basic capital of 10,000 EUR in money or goods, can establish the JSC.  If the basic capital is invested in goods, the same have to be available for operation in the company on the day on which the entry form is submitted.  If the basic capital is invested in money, first issued shares have to be bought by the shareholders - founders of the company. In principal the founders of the company, as well as the shareholders, are not responsible for the company's obligations.  If the company is founded through public announcement, the basic capital has to amount to a minimum of 25,000 EUR, which have to be invested in accordance with the “dynamic plan” which describes the dynamics of the payments and buying of shares by the shareholders who have responded to the public announcement for buying bonds and shares offered for sale.  With the current Law two types of management structures were available: (1) through the Managing Board and Supervisory Board or (2) through the Board of Directors.  The new Law on Trade Companies regulates this matter in an

entirely different manner, anticipating the establishment of a Board of Directors, which apart from the current members of the board will also incorporate members of the managerial team of the company, as well as independent (outside) members. This is based on the Anglo-Saxon model. The JSC’s are a compulsory business form for companies that have more than 50 shareholders.

2. Representative Offices

Representative offices can be opened by foreign companies, which are carrying out non-income generating activities, such as advertising or market research on behalf of their parent company. Representative offices cannot carry out any commercial operations neither can act on behalf of any company other than their parent company. Representative office may commence activities in Macedonia after it has been entered into a Register of representative offices maintained by the Ministry of Foreign Affairs. If a representative office should be the chosen format through which a company wishes to conduct operations in Macedonia, due to a fact that the office will not be generating income, it will enjoy several advantages. A representative office is not required to keep any books. In addition, the only taxes, which should be paid, are personal income tax and social fund contributions on behalf of its employees.

3. Branches of Foreign Legal Entities

Foreign companies can establish branches in Macedonia, stipulated that they have been operating in their home country for at least 2 years period prior to making an application. Branches have the right to carry out all forms of business and commercial operations and operate under the same conditions as domestic companies that carry out the same or related forms of business. The Ministry of Foreign Affairs grants permission for the opening of a branch, after which the registration procedure continues at the registration courts, and also further details should be filed with the Statistical Office. There is no branch remittance tax in Macedonia. Despite this, branches are not that popular with foreign companies wishing to do business in Macedonia, perhaps because they still have to maintain accounting and pay profit tax, and because the full liability for the actions of a branch rest with the entire foreign company and are not limited to the branch alone.



4. Court registration procedure



The maximum duration of the procedure, in accordance with the Law, is 8 days, and there is no possibility for "consent by silence" if the institution does not respond in the deadline. There are 3 Registration Courts in Macedonia, in Skopje, Stip and Bitola. 

The amount of the Court taxes is 3,700 mkd (60 EUR) and those are charged by the Court, on the account of the Budget of the Republic of Macedonia. There is no difference in amounts depending on the type of company that is being established.  

Administrative taxes and material expenses are:

- for State Statistics Bureau (for issuing of identification number and for determining of the activity), is 1,500 mkd (25 EUR), 

for Public Revenues Administration (for issuance of a tax number) is 300 mkd (5 EUR)

Tax benefits are not related to the type of the incorporation of the company. But if the capital of the company is owned by a foreign entity or individual, it has a three year period of tax holidays



 Investment Incentives



Context

The employment of FDI investment incentives is no substitute for pursuing appropriate general policy measures and generating an enabling business environment. This is the rationale for the focus on the creation of a Foreign Investment Agency of the Republic of Macedonia (chapter 3), as well as a detailed programme for the further removal of legal and administrative barriers to investment (chapter 4). 



At the same time, it is recognized that investment location decisions are usually taken by TNCs in two stages. In the first, investors compile a list of acceptable countries/sites according to the economic and political “fundamentals”, more or less irrespective of incentives. It is only in the second stage that investors examine incentives, often seeking them out and sometimes even playing one government against another in order to maximise the generosity of the incentives. Thus, although the business fundamentals are of overriding importance, incentives can play a decisive role in investors’ location decisions. In this context, the GoM believes that investment incentives can reasonably be used in situations where they can supplement an increasingly enabling environment, where market imperfections exist which cannot be otherwise addressed and where strong incentives-based competition exists, as in the case of the SEE region. 



There are three main types of investment incentive. Regulatory incentives seek to attract investment by offering firms derogations from national or sub-national rules and regulations, such as easing environmental, social and labour market requirements. The GoM does not support the use of such incentives. Financial incentives tend to focus on areas that are perceived to be disadvantaged compared to other locations to compensate firms for relocating or establishing new branches and to correct market imperfections or overcome transaction costs. The GoM supports the use of such incentives, in a targeted manner. Finally, the most commonly used type of inducement used in the SEE region, where our most important competitors are located, is tax incentives. Likewise, the GoM supports the use of such incentives. 



 Measures

The main types of such tax and financial incentives available in the Republic of Macedonia are set out below. First, we present the current tax incentives, followed by the reforms that are expected to apply from January 2004.



Tax Incentives

The main features of the tax incentives available in the Republic of Macedonia are highlighted below.









Basic Tax Features



Corporate Income Tax: 	15%

Income Tax: 			15% and 18%

Social Contributions: 		32% of salaries (21.2% - pension and 

disability insurance, 9.2% - health insurance, 1.6% - employment)

VAT: 				18% and reduced rate of 5%



Investment and Tax Incentives



To the taxpayer that has funds invested by foreign persons, the estimated tax is reduced proportionally to the participation of the foreign capital, under condition that the participation of the foreign capital is at least 20% in the total invested permanent common capital. As deposited funds by foreign persons is considered the purchase of shares by a foreign person. The tax exemption applies to the taxpayers that are founded completely with foreign capital as well. The tax exemption applies only for the period of the first three years, starting from the year in which profit is realized, under condition that the taxpayer who has used this exemption is operating at least three subsequent years after the end of the ultimate year in which he has used the right of tax exemption.



To the taxpayer the tax base is reduced for the amount of the investments in movable and immovable assets, up to 100.000 Euros in denar counter value, in the current year, excluding cars, furniture, carpets, works of art and other decorations for equipping of administrative offices.



In case when the taxpayer does not use the tax exemption till the end of the current year, he has the right to transfer it to the next period till its complete use.



To the taxpayer, for the amount of the investments in movable and immovable assets exceeding 100.000 Euros, in denar counter value, in the current year, excluding cars, furniture, carpets, works of art and other decorations for equipping administrative offices, the tax base is reduced up to 30%, but not more than the remaining unused part of the investment.



The taxpayer who makes technological modernization, or purchases assets for protection of the environment and the nature, has a right to accelerated depreciation of the fixed assets, but maximum to the value that exceeds by 25% the depreciation calculated by one of the methods of depreciation calculations.



To the taxpayer that placed an investment in economically underdeveloped regions and in specific areas (hill-mountain regions, border regions and compact undeveloped regions), the tax base is reduced for the value of the invested funds, but maximum at  50% of the base.



The taxpayer who is beneficiary of a free economic zone is exempted from profit tax for a period of 10 years counting from the date of starting operation in the free economic zone, under conditions and procedure stipulated by the Law for Free Economic Zones.

To the taxpayer the tax base is reduced up to the value of the funds invested for protection of the environment and the nature (the amount invested for this purpose is acknowledged 100%).



To the taxpayer who starts business activity for the first time, in the first year of earning profit the estimated tax is reduced for 50%, under condition of continued operation at least for three additional years from the day of implementing the reduction. Otherwise, he is due for the unpaid tax in amount revaluated by the retail price growth rate.



A taxpayer who has made status changes (merger, acquisition, division, ownership transformation or similar) is not considered as a taxpayer who starts business activity for the first time.



In function of the development of the stock exchange in the Republic of Macedonia, the estimated profit tax is reduced for 50% for the taxpayer who is listed on the official markets of stock exchange, three years after the start of the listing. This tax reduction will be implemented until 31 December, 2005.



To the taxpayer who, pursuant to the Law on Registration of Cash Payments is obliged to introduce and use approved system of equipment for registration of cash payments, the estimated tax is reduced for the value of the maximum ten fiscal machines.



If the taxpayer does not use the tax exemption till the end of the current year, has a right to transfer it for the next period.



The losses due to financial, business and non-business transactions may be compensated with the profit in the future reporting periods, but maximum in 3 years following the year in which they have been registered.



This right may not be used in the case of status changes of the taxpayer related to merger, acquisition, division, ownership transformation or similar.



The capital gains from the sail of securities, equipment and immovables are included to the tax base in amount of 70%.



The capital gains from securities will not be subject to taxation until 1 January, 2006, in order to contribute to the development of the securities market in the Republic of Macedonia.



The dividends from participation in the capital of other company are exempted from taxation under condition that they have been taxed by the taxpayer who makes payment, according to the general rate of the Profit Tax Law.



For the transfer of the part of the profit earned by a foreign entity, profit tax is not paid for the amount which is transferred.



Accounting

The basis of the accountancy system in the Republic of Macedonia was established in 1993 with the Law on Accountancy (amended and modified in 1995, 1998, 1999, 2001 and 2002), which has been applied since 1 January 1994. This Law stipulates the accountancy, composition of the accounting documents, keeping and closure of business books, keeping the accounting documents, the business books, accounting statements, and business reports, submission of the accounting statements, as well as other issues related to the accountancy and it was applied to all economic and the non-economic entities, as well as the natural persons performing activities. The Directives comprising the Codex of the European Law have been included in this Law.



This Law treats the problems regarding the estimation of the accounting statements items, in a manner harmonized with the international accounting standards. The same applies to the more significant revenues and expenditures in the income statement. In compliance with the authorization consisted in the Law on Accountancy, the Minister of finance, accepted the commitment not to prescribe separate national accounting standards, but to accept the International Accounting Standards determined by the International Accounting Standards Committee (IASC), as standards applying in the Republic of Macedonia since 1 January 1998.



Although the Law on Accountancy regulated the accounting matter in a unique manner for all entities performing activities, regardless of the nature of operation (profitable or non-profitable), the Company Law, adopted in 1996 (amended and modified in 1997, 1998, 1999, 2000, 2001 and 2002) included in part of its provisions some basic solutions regulating accounting matter, characteristic for the companies and the merchants in general as purely profitable institutions. Due to this, in 1998, a deregulation of the Law on Accountancy was made, by deleting over 70% of its provisions (which were already part of the International Accounting Standards) and it was harmonized with the Company Law. 



In the course of 2001, the amendments and modifications of the Company Law and the Law on Accountancy, provided the matter from the area of accountancy to the entities which, pursuant to the Company Law are considered proprietors, to be regulated with a single law, which means that the Company Law should fully comprise the provisions referring to the proprietors.



Audit

The adoption of the laws in the audit area in the Republic of Macedonia, initiated the process of establishing audit system compatible with the systems of the developed countries.



The Audit Law (amended and modified in 2000 and 2001), among other things, stipulates the audit activities to be performed pursuant to the International Audit Standards, and the Law on State Audit (amended and modified in 2001) comprises provisions, according to which the state audit activities are performed pursuant to the audit standards for state audit (INTOSAI). 



The Audit Law stipulates the audit issue, defining that accounting statements of the legal entities and physical persons who perform activity and have their main office in the Republic of Macedonia are subject to audit, and they are also obliged, pursuant to the Law or upon their own request to submit their financial statements and accounting statements for audit. 



The Company Law stipulates the obligation for compulsory audit. Pursuant to this Law, the annual accounts of the large and small proprietors organized as joint stock companies are subject to audit, as well as the companies that pursuant to the provisions of this law are obliged to prepare consolidated statements and the companies, the securities of which are listed on the stock exchange. Notwithstanding this solution, small proprietors organized as joint stock companies submit the annual accounts for audit if their securities are listed on the stock exchange and unless otherwise stipulated with other law.  



Also, the annual accounts of the limited liability companies that meet two of the three conditions stipulated with the law (the average number of employees to be higher than 150; the annual revenues to be higher than EUR 3,000,000 in denar equivalent, or the average value of the assets at the beginning and the end of the business year to be higher than EUR 750,000 in denar equivalent) are submitted to audit.



In addition to this compulsory audit, the Audit Law enables the legal entities and physical persons who perform activity and have their main office in the Republic of Macedonia to submit their financial statements and accounting statements for audit also at their own request.



Annual financial statements

Pursuant to the Company Law and the Law on Accountancy, balance sheet and income statement shall be prepared at the end of each business year (annual account)



Regarding the contents of the annual accounts, Company Law contains solution, according to which the annual accounts cover accounting statements, and elaborations attached to these statements. The schedule of the items in the balance sheet and the income statement and especially, the accepted form for their presentation must not be changed from one year to another.



In the Republic of Macedonia, special balance sheets were stipulated for large and medium-size enterprises, whereby shortened balance sheets were stipulated for small entities.

 

The preparation of the consolidated annual accounts is performed pursuant to the International Accounting Standards and the Company Law. 



The financial statements are filled out in denars and in Macedonian, and they are submitted to the Public Revenue Office and the Annual Accounts Registry at the Central Registry by the end of February the following year, or in a period of 60 days after the day of initiating a procedure of regular liquidation or bankruptcy procedure or occurrence of statutory change. The accounts prepared for periods shorter than the deadlines stipulated by the law are submitted until the end of the following month after the expiry of the last month of the accounting period. 





 

�



ATTACHEMENT #3



LEGAL ANALYSIS OF THE STATUS OF FREE TRADE ZONE

�

Legal Analysis of the Status of Free Economic Zone Founder  

Free Economic Zone

Free Economic Zone (FEZ) is a part of the territory of the Republic of Macedonia, which is separate, marked and fenced, as an entity in which commercial activities are conducted under conditions prescribed by the Law on Free Economic Zones and other laws. Within the zone, customs and other tax incentives determined by these laws are applicable (Official Gazette No. 56/99, 41/2000, 6/2002) (hereinafter: Free Zone). 



The Free Zone is established as a trading company conducting economic, technical, administrative, expert and other activities connected to the operation of the Free Zone. By registering the Free Zone in the Trade Registry of Republic of Macedonia, it acquires the status of a legal entity.

Status of the Founder

A Free Zone may be established by one or more domestic or foreign trade companies or by other legal entity (hereinafter: founder of Free Zone).



The Founder of Free Zone must meet some required conditions (refer to count 3) in order to establish and to operate with the FEZ.

The Founder of Free Economic Zone provides the required initial capital for performing activities within the FEZ i.e. assets for establishment and commencement of activities of Free Economic Zone as well as appropriate area, environmental, energy, technical and other conditions for conducting activities in the free zones and adopts an Act for its establishment. 

Free Economic Zone is established on the territory of Republic of Macedonia, in areas determined by urban or physical plans for locations with public interest facilities, within or out of urban areas. 



The founder of the free zone is obligated to fence, arrange and mark the free zone area. FEZ has to be arranged in a way so that the movement of goods within or out of the zone can only be possible through particular entrances and exits.  



When several founders establish a Free Economic Zone, they sign a mutual agreement for establishment of a free zone, which must include the following fundamental elements:

the name of the founder or founders of a free zone;

the name of the free zone;

the free zone area;

activities performed within the free zone; and

period for which the free zone is established. 





Pursuant to the Law, the free zone land may be rented to foreign investors for a period of fifty (50) years, with a possibility of extension for additional twenty-five years  (25) years. The founder of a free zone has the right to rent or sub-rent real estate within the free zone and to transfer rights to users of free zones. 



Liabilities of the Founder



The Free Zone commences its activities after the Directorate has issued a decision for operation of the free zone, but not later than twelve (12) months from the date of issuance of the decision (hereinafter: commencement period). This period can be extended on request by the founder, only in case of justified reasons. 



The Free Economic Zone is obligated to submit to the Directorate a report for its operation in the previous year not later than April 15th of the current year. Data in the annual report is given as total and by individual users of the free zone. 



This annual report should contain particular data on:

the capacity of the production or services rendered in the zone, by quantity and by value;

foreign trade, by quantity and by value in the following categories: country, product, country-product, type of activity, economic purpose, level of processing and  sector and sub-sectors according to the international trade classification; 

the number of employments over the reported period, by qualification structure.

  

Providing Equal Conditions



The founder of the free zone is obligated to provide to each user equal conditions for conducting activities in the free zone.



The founder of the free zone area enacts rules on conditions under which a free zone area may be used for conducting activities, the activities that are to be performed in the free zone, regulates the internal order and prescribes separate measures for environment and nature protection. After the Directorate approves these rules, they are published in the Official Gazette of Republic of Macedonia.    



Legal Analysis of the FEZ User Status

Status of the User



Besides the founder, other domestic or foreign legal or physical entity, registered to perform activities in the Free Economic Zones, may become a user of the Free Economic Zone (hereinafter: User).



The Zone’s user can bring goods from abroad or from other Macedonian territories into the Zone, customs and duty free, can export from the free zone abroad, can provide services in the free zone, as well as services regarding transportation means for international transport and their crews in the free zone. 



User of the free zone can start to operate after the Custom Office issues a decision for the fulfillment of the required conditions.







User’s Responsibilities

The user of the free zone is obliged to allow customs or other authorities perform customs or other supervision. 



If during the free zone operations, the founder of the free zone or a competent court terminates the agreement between the user of the free zone and the founder, the user of the free zone is obliged to inform the customs and the tax authorities for the occurred termination of the agreement, to submit the records and the calculations for the activities in the free zone and to allow them determine whether tax or customs duties have occurred from the operations in the free zone, calculated pursuant to the tax and customs regulations.



Activities in FEZ

Permitted Activities

1. In the free zone export oriented goods are produced and services are rendered, foreign trading, banking and other financial activities, insurance and reinsurance of property and individuals, and other commercial activities.



2. The above mentioned activities can be performed under the following conditions:

business ventures should be based on new investment and modern technologies;

origin and quality of raw materials, semi-finished products and finished products should be traceable and controllable;

operations must not endanger public security and health of people in the free zones;

the user of a free zone should insure the capital assets and employees against any types of risks, arising out of the operations.

      

3. The user of a free zone conducting manufacturing or refinement of goods, may entrust these activities, based on a contract, to legal entities or physical persons (sub-manufacturers) with headquarters within or out of the free zone. The user of a free zone is obliged to pay VAT on products and services that are not export oriented. 	



4. The User of a Free Zone may perform warehousing activities in the Free Zone for his/her purposes.



5. In the Free Zone, the User of a Free Zone may conduct wholesale activities.



 The User of a Free Zone may conduct retail activities within the Free Zone only for other users and their purposes, and for servicing the international transport means and of their crews in the Free Zone.



Activities Prohibited in FEZ



1. Textile industry activities are prohibited in the FEZ.

2. Also, the following activities are prohibited within the FEZ:

- 	Trading of decaying, rotten expired or infected goods or waste materials polluting the environment or not suitable for human or animal consumption;

- 	Radioactive materials, except those required for industrial, medical and scientific research approved by the relevant authorities in the Republic of Macedonia;

- 	Drugs, chemical and biological materials, chemical and bio-chemical derivatives, with the exception of those used for industrial, manufacturing, medical and pharmaceutical purposes, in accordance with the certificates issued by the Ministry of Health;

-	Weapons, ammunition and explosives, except for commercial explosives;

	Products or services originating from countries or companies under embargo and sanctions imposed by national and international authorities;

-	Products and services that are endangering the public moral, national defense and security;

-	Products and services non-compliant with the laws of the Republic of Macedonia and international agreements pertaining to protection of Intellectual and industrial property rights, ratified in the Republic of Macedonia, and

-	Malpractice and abuse of approvals, decisions, court orders, licenses, license rights and concessions issued by competent authorities.



License for Business Activity

Request for Establishment of a Free Zone

The Founder submits a written request for establishment of a Free Zone to the Free Zone Directorate. The request should contain the following information: name and address of the main office of the requesting party; activities that are to be performed in the Free Zone; period for which the Free Zone is established; Free Zone construction terms with an excerpt of the area or physical planning documentation; size of the Free Zone; organizational and operational methods of the Free Zone; technical, technological and other conditions for operation of the Free Zone and manner of providing working conditions for the Free Zone customs office.



In addition to the request, the founder of the Free Zone is obliged to submit:



written evidence of his financial status proving the possession of necessary funds in a bank and that they are not subject of collateral as well as a report from an authorized auditing firm;

submit evidence of previous commercial or Free Zone experience;

act, i.e. agreement for establishment of a Free Zone;

evidence that conditions stated in counts 1 and 2 are met;

feasibility study or business plan;

marketing plan; and

technical and technological feasibility study on the environment.

    

The Free Economic Zone Directorate gives approval for establishment of a Free Zone based on the data and evidence submitted with the request. Afterwards the Directorate conveys its approval to the Government of the Republic of Macedonia, along with the request and submitted evidence.



If the Free Zone does not begin operating within a period of twelve (12) months, the decision is considered void. 



Government Permission

Based on the approval submitted by the Directorate, the Government of the Republic of Macedonia gives consent for the establishment of a Free Zone, if:

the conditions prescribed by the Law on Free Economic Zones are fulfilled and

there is common economic interest for establishing the Free Zone.



Customs Administration Office Decision 

The customs administration office is issuing a decision for fulfillment of the conditions for performing customs supervision in the Free Zone or a decision for request refusal. In order to determine whether the conditions for carrying out customs supervision in the Free Zone are fulfilled, the customs office inspects the Free Zone buildings and premises, in the presence of the founder of the Free Zone, within thirty (30) days from the day of receipt of the request and within eight (8) days from the inspection day, prepares a report, with findings on fulfillment of the conditions.



When the founder of the Free Zone merges with a new partner, or when a Free Zone is taken over by another founder, the founder of a Free Zone is obliged to inform the Customs Administration Office within fifteen (15) days from the day of concluding the merge or take over agreement. The data on the co-founder or the new founder is attached to the statement. The Customs Administration Office makes a decision on the alterations.



Manner of FEZ Termination

1. Consent Withdrawal



Consent given to the founder may be withdrawn anytime under one or more of the following conditions:

Existing bankruptcy procedure against the FEZ Founder;

Submitted untrue data or documents in Founder’s request;

If the construction works in the Free Economic Zone do not start within the six (6) month period after issuing of the consent or;

If the Founder does not commence work in the Free Economic Zone according to the provisions foreseen in the law or fails to submit an annual report.



2. Decision for FEZ Abolishing  



Also, the Free Economic Zone is considered terminated when abolished by the Founder or in case the failures are not corrected within the given deadline and the Customs Office confirms the non-existence of conditions for customs supervision.



3. Expiration of Rent Agreement  



The Free Economic Zone ceases operations after expiry of the rent agreement of the Founder or after expiry of the period for which the Free Zone has been established, according to the approval of the Directorate and depending on which of the conditions occur first. 

Tax and Customs Exemptions

Tax Exemption Terms



The user of the Free Zone has the right to tax exemptions and facilitations when:

Performs new activity and does not transfer activities from other Macedonian territories into the Free Zone;

Does not have any unsettled tax and customs obligations;

No criminal or misdemeanor procedure is initiated against him, regarding   performance of commercial activity;

There is no bankruptcy procedure initiated against the user.



The value of goods and services produced or performed in the Free Zone is determined by invoices issued by the user of the Free Zone.



The value of exported goods and services is determined on the basis of the foreign currency inflow or by other payment instruments.



Tax Request 



In order to be entitled to tax exemptions and facilitations, the user of the Free Zone should submit tax request to the Directorate, together with the following additional documents:

Agreement with the founder of the Free Zone;

Customs Administration Office decision;

Balance sheet for the previous year;

Act or agreement for establishment of the Free Zone and an excerpt from the Trade Registry;

Confirmation issued by competent authority that the User does not have any unsettled tax or customs obligations;

Confirmation issued by competent authority that the user of the Free Zone is not subject to any misdemeanor or criminal proceedings related to performance of commercial activities, and

Confirmation issued by competent authority that no bankruptcy procedure is initiated against the user of a Free Zone.

    

The evidence listed under (1), (2), (4) and (6) are to be submitted within fifteen (15) days from the day of commencement of activities by the user of the Free Zone.



The evidence listed under (1), (2), (3), (5), (6) and (7) are to be submitted for each year of the Free Zone operation, not later than March 31 of the current year.



The Public Revenue Office issues a decision to the user within 30 (thirty) days of the submission of the tax request, if the above stated conditions are met. 

Depending on the type of the tax and the year which it refers to, the decision of the Public Revenue Office indicates whether the tax facilitations have been granted on temporary or permanent basis.

Tax Exemptions



1. Circulation and exchange of goods and services among free zones are VAT exempted.

2. If the user of a Free Zone meets the terms from Article 5.1., he/she will be exempted from:

VAT on products aimed for circulation within the Free Zone, except for the products aimed for final consumption;

VAT on products imported in the Free Zone for production intended for export and for performing other approved activities in the Free Zone;

VAT on provided services in the Free Zone and which are directly linked to export of goods and services;

Profit tax for a period of ten (10) years from the day of commencement of operation of the Free Zone;

Any taxes regarding the transfer of ownership and rights between founders and users in the Free Zone.



3. The user of a Free Zone who reinvests the profits in the capital assets in the Free Zone region is entitled to decreased profit tax base proportionally to the amount invested after the expiration of a period of ten (10) years and one (1) day after the commencement of the activities. If the user of a Free Zone removes the capital assets from the Free Zone before the expiration of the period of five (5) years and one (1) day from the year in which he was using the tax facilitation, the amount of the tax facilitation becomes due for collection for the year in which the capital assets have been removed from the Free Zone.



4. The user of a Free Zone is exempted from paying contributions, taxes and other duties regarding the utilization of construction land, connection to water, heating, gas, power supply networks and sewerage.

Customs Exemptions  



Circulation and exchange of goods and services between Free Zones shall be customs and VAT exempted.



The user of the Free Zone can bring goods from abroad or from other Macedonian territories into the Zone, customs and duty free, can export from the free zone abroad, can provide services in the Free Zone, as well as services that regard transportation means for international transport and their crews in the free zone. 



Goods brought in the Free Zone cannot stay in the Free Zone for a period longer than five (5) years.



The user of a Free Zone may take goods out of the Free Zone on other territory of the Republic of Macedonia pursuant to the regulations governing export and import of goods.



Customs Supervision and Control in Free Zone

Customs Control



The access, entries and exits in the Free Zone are subject to customs control.

The founder is obliged to provide within the Free Zone, premises necessary for Customs activities. 

Physical persons and transportation means entering and leaving the Free Zone are subject to customs inspection.



For purposes of customs supervision, the Customs Office may temporarily restrict or prohibit performance of sale or some activities, in case the founder or the user are undergoing misdemeanor procedure, or the Customs Office may file charges for existence of reasonable doubt for committed criminal act while performing Free Zone activities.



The Customs Office may prohibit the User to conduct activities in the Free Zone if he fails to bring the activities in compliance with the Law within the time period given in the final decision for compliance. If the Customs Office has undertaken measures or if a misdemeanor or criminal procedure has been initiated against the User or the founder, it may prohibit or limit the access of certain individuals to the Free Zone. 



Entrance of Goods 



Goods brought in the Free Zone are to be declared to the Customs authorities.

Goods brought in the Free Zone are not to be inspected by the Customs authorities, nor customs declaration has to be filed, except for temporary exit.



As exemptions, goods are inspected by the Customs authorities in the following:

Entrance of domestic goods intended for export;

By entering the Free Zone, goods are subject to final customs procedure, unless otherwise stipulated with customs regulations that the goods should not be subject of customs inspection;

By entering the Free Zone, the goods are entitled to reimburse exemptions from export-import customs and other duties.



Goods exiting the Free Zone to other parts of the Macedonian territory must be declared and inspected by customs authorities and according to customs regulations must have approval for their usage. 



As an exemption, stored goods as well as the domestic goods which are brought into the Free Zone by the user of the Free Zone for own purposes and for performance of the approved activities in the Free Zone, the User can take them in and out of the Free Zone prior to customs inspection based on specification of goods certified by the customs authorities.



If the above-mentioned stored goods have been subject to regular procedures and actions performed for the purposes of storing, preparation for the market (sale), or quality preservation, when determining the amount of the customs duty must be taken in consideration the nature and quantity of goods and their customs value which would have been calculated for those goods at the time the customs duty has occurred, unless the goods were subject to regular procedures and actions. This procedure may be applied only upon a proposal of the customs taxpayer, and if the customs authorities have previously approved such actions related to the goods.



If the goods processed in the Free Zone are taken out of the Free Zone to other Macedonian territories and if, pursuant to the customs regulations, they are subject to customs duty, the customs duty is calculated on the basis of the data for the goods used in the processing, which are valid at the time of reception of the customs declaration for taking those goods out of the Free Zone.



If the Users, takes the processed goods out of the Free Zone to other Macedonian territories, he/she is obligated, upon request from the customs authorities, to submit for inspection the records for consumption norms, while the customs authorities have the right to verify the accuracy of data in the records.

Inspection of Goods



The customs authorities may inspect the goods that are taken in, taken out or kept in the Free Zone.

In order to enable the inspection, the User is obliged to submit to the customs office a copy of the transportation document of the goods each time the goods are entering or exiting the Free Zone. The user of the Free Zone is obliged to allow access to goods and documentation for the goods subject to customs inspection.

Goods Used as Equipment in FEZ



The equipment aimed for performing of approved activity in the free zone and subject to customs duty, should be proposed by the User for free sale or temporary import procedure, however the customs duty on such equipment is not payable for as long as it remains within the free zone. As equipment is considered only the equipment for performance of approved production or service activities within the free zone and only if the User according to the accounting standards has registered it in the accounting books as equipment.

If the equipment is taken out of the free zone to other Macedonian territory, the User is obliged to declare it to the customs authorities for the purposes of paying the customs duty.



Equipment taken out of the free zone to other Macedonian territory shall be customs duty and VAT exempted, provided that if it has been continuously used in the free zone for a period of at least five (5) years and one (1) day.

Passenger vehicles, which had temporary import permit for the free zone, will be customs duty exempted if taken out of the free zone to other parts of the Macedonian territory after five (5) years and one (1) day of continuous usage. When selling, trading and transferring the equipment out of the Macedonian territory and when transferring equipment out of the free zone for the purpose of maintenance or servicing, the five years continuous period shall not be considered interrupted, if the equipment does not remain outside of the free zone for longer than six (6) months.

The equipment that is taken out to other parts of the Macedonian territory before the expiry of the period of five (5) years and one (1) day is subject to customs duty. Customs duty that is payable upon taking the equipment out of the free zone to other parts of the Macedonian territory is payable pursuant to the data for the value of the equipment valid at the time of entry of the equipment in the free zone. No interest rate is calculated on the customs duty for the period starting from the entry of the equipment in the free zone until its exit from the zone to other parts of the Macedonian territory.



Keeping Records



For the purposes of customs supervision, the user of the free zone is obliged to keep records on:

goods entering the free zone;

goods exiting the free zone;

goods used in the free zone;

goods stored in the free zone;

goods altered in the free zone.



The User is keeping records of the goods in a chronological order on the basis of the data in the documentation registering the entry and the exit of goods in and out of the free zone and on the basis of production standards. The User is obliged to keep the records on goods for a period of five years in manner and form prescribed by the Ministry of finance. 



Other legal activities connected with FEZ

Law Compliance



All the laws of the Republic of Macedonia are applicable in the free zone unless otherwise stipulated with the Law on Free Economic Zones.



All disputes arising between the founder and the users, the founder and the Directorate or between the Directorate and the users of the free zone will be under the jurisdiction of a competent court in the Republic of Macedonia. 





Labour Relations



The founder and the users of the free zone can employ citizens of the Republic of Macedonia. They can also use goods and services from suppliers and sub-suppliers from Republic of Macedonia, whenever economically justified.

Employees will sign the collective agreement with the employers in the free zone. The collective agreement will provide for solving of labor disputes between employers and employees through arbitration or mediation. 

The Directorate establishes a labor relations board, which will provide both the employers and employees arbitration or mediation services. 

Standards, Regulations and Norms

   

Standards, technical and quality norms, apart from those defined by the regulations pertaining to the protection of living and environmental conditions, are not applicable to goods which enter the free zone for storage or refinement (processing and repair) and which are not to be sold within the zone, nor to goods which, for the purposes of refinement (processing and repair) pursuant to the customs regulations, are temporarily exiting the free zone towards the rest of the Macedonia territory. 



Whenever goods are aimed for export the User instead of Macedonian may apply standards, technical and quality norms valid in the country of destination. 



Laws and regulations on prices will not be applicable to prices of goods and services sold in free zone.   







�

ATTACHMENT #3A

FREE TRADE ZONE, INVESTMENT OPPORTUNITIES

Separately attached to this document as a PDF file



�ATTACHMENT 4



CONTRACT FOR WORK



Concluded in Skopje, on ________2004 between:



The __________________  from Skopje), with premises on str.___________ no.         , and represented by _________ as an orderer of the activities (hereinafter: ORDERER OF THE ACTIVITIES) and 



__________________ from _________, with an ID number _____________and registration number _____________, and permanent residence on str. _____________ no.___________, as a performer of the activities (hereinafter: performer of the activities).



Article 1



	This contract regulates the rights and obligations of the contracted parties, in particular:

activities entrusted to the performer of the activities

manner of performing and due term for finishing the activities

manner of payment of the executed work

transitional and final provisions



Article 2



	Pursuant to Articles 600 – 629 of the Law on Obligations (which according to Article 5 of the Constitutional Law on Implementation of the Constitution of the Republic of Macedonia, Official Gazette of the Republic of Macedonia no.52/91 is applied as state regulation), the orderer entrusts to the performer of the activities to carry out the following work: ___________________________________________________________________________

_________________________________________________________________________________________________________________________________________________________________________________________________________________________________



Article 3



	The performer of the activities shall be obligated to carry out the activities, which are subject of this Contract, during the period from ___________ to __________, according to the recommendations received by the orderer of the activities.

	The performer of the activities shall be obligated to carry out the agreed activities in the working premises of the orderer in a manner and conditions determined by this Contract.



Article 4



	The orderer of the activities shall be obligated:

To pay to the performer of the activities for the finished work a net amount of _____________ denars per month.

	During the payment of the abovementioned amount of money, the orderer shall be obligated to pay the personal income tax, as well, which will be calculated separately for each payment.

	To provide the performer of the activities with the necessary conditions and materials for carrying out the activities that are subject of this Contract.



Article 5



	The performer of the activities, when carrying out the activities pertaining to Article 2 of this Contract, shall be obligated to respect the order and discipline in the working premises of the orderer of the activities.



Article 6



	The orderer shall have a right to break the contract in case the performer fails to respect the Law, recommendations given by the orderer, or does not stick to the activities stated in Article 2 of this Contract.



Article 7



	In case of a dispute regarding this Contract, the procedure shall fall in the venue of a Court in Skopje.



Article 8



	This Contract shall be prepared in 3 equal copies of which, one for the performer of the activities and two for the orderer of the activities.





Performer of the activities 					Orderer of the activities



______________________					_____________________					



This information is provided by the MCA IT Cluster Team

Its purpose is to address the primary questions associated with establishing a business in Macedonia





This information is confidential and the property of MCA (http://www.mca.org.mk). It may not be used in any way without written permission. The content of this paper is based on best information available at the time. As laws and conditions are constantly changing, any decisions and actions should be based on individual and timely verification

Version 3.0
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