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On 1 February 2019 the Ministry of Finance issued
Opinion no. 011-00-12/2019-04 in which it presented
the position that the right to tax exemption for
compensation of travel expenses to and from work
(prescribed by article 18 paragraph 1 item 1) of the
Personal Income Tax Law), cannot be exercised without
having a valid accounting document. A valid accounting
document, inter alia, relates to the following: receipt
for the purchase of a monthly ticket, a daily ticket or a
single ticket for the use of public transport, a receipt for
fuel, in case of use of own vehicle, etc.

In this Opinion the Ministry of Finance above all refers
to the provisions of the Law on Accounting which
regulate in greater detail which documents can be
considered valid accounting documents based on which
business transactions can be recorded in company
books. Also, the Ministry of Finance draws attention

to provisions of the Corporate Income Tax Law which
specifies that non-expenses cannot be recognized as
tax deductible.

Finally, the Opinion concludes that when the employer
lacks a valid accounting document, compensation of
an employee’s travel expenses to and from work shall
be considered to be undocumented expenses in the
sense of article 7a item 1) of the Corporate Income Tax
Law. Accordingly, such compensation of expenses is
not exempt from payment of personal income tax in
accordance with article 18 paragraph 1 item 1) of the
Personal Income Tax Law which provides that tax is
not payable on compensations up to the amount of the
monthly ticket for use of public transport or up to the
amount of actual transportation costs, and at most up to
3,914 dinars per month.

Given that this opinion was recently issued, there are
uncertainties in respect of its application, e.g. whether
usage of own vehicle for transport to and from work
should be regulated by employer's internal acts, etc.
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Furthermore, according to the Corporate Income Tax
Law an employee’s earnings that according to the
Personal Income Tax Law are considered salary are
recognized as an expense in the tax balance in the
period in which they are paid. Accordingly, if cash
payment to an employee as compensation of costs
of travel to and from work is not documented with

a receipt (but is documented in a bank statement,
documents involving payments from petty cash,
etc.), and is subject to salary tax in accordance with
the Personal Income Tax Law, will such expense be
recognized after all in calculating corporate income
tax in the tax period in which payment is made to the
employee.
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