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I: General – Objectives and scope
The main objective of this study is to analyze the existing situation and suggest improvements in the laws and regulations and, in particular, in tax policies mechanisms related with cultural heritage properties, aiming at ensuring a comprehensive overview on   such properties, proper maintenance and use, in order to increase the interest and opportunities of Albanians and foreigners in examining and appreciating Albanian cultural heritage. 
A proper preservation and presentation of Albanian cultural heritage properties will improve the image of Albania and also influence to develop tourism, by attracting Albanians (especially of those who live abroad which are more than the ones living in Albania) and foreigners to visit Albania not only for its wonderful natural resources, but also for a rich and diverse cultural heritage originating from ancient times and being part of Roman, Byzantine and Ottoman empires, which have strongly impacted the Albanian ethnic cultures and peculiarities. The rich and diverse Albanian cultural heritage should be used as a strong instrument to better shape “Albanian identity” and improve “Albania’s image” abroad, and promote and stimulate tourism development. 
Cultural heritage properties, tangible and intangible, immovable and movable, mostly include (but not limited to) the following: 
1. Archaeological Parks: Finiq, Lezha, Oricum, Shkoder Castle, Butrint, Byllis, Antigonea, Apollonia, Amantia, Gjirokaster Castle;
2. Archeological sites (amphitheaters, Roman or Byzantine walls, etc.);
3. Museums and art galleries (Historical, Archeological, Ethnographic), and public and private collections;
4. Social-cultural and religious objects (Theaters, Amphitheaters, Temples, Castles, Churches, Mosques, Teke, Monumental tombs, etc.);
5. Cultural monuments (Archeological, historical, others);
6. Intangible heritage (songs, dances and scenic performances; legends, poems and proverbs; ceremonies and customary practices; traditional styles and patterns; and traditional knowledge about medicine, agriculture, arts and crafts, architecture and construction, etc.);
7. Movable heritage (paintings, sculptures, handicrafts, ethnographic objects etc.);
Many state owned or private entities or NGOs are directly related and interested in maintaining, restoring and using of cultural properties either for business or other purposes. Clear legal bases, including laws, regulations and administrative procedures and coordination should be provided to ensure proper and efficient identification, restoration, maintenance and use of such properties. Institutions or enterprises responsible for implementing those laws and regulations are, of course, also very important in enabling a proper evidence, maintenance, rehabilitation, conservation and efficient use of such properties. 

An efficient use of cultural heritage properties is not easy, as it generally is not a “direct profit-making business”, but, an efficient use of cultural properties has a strong impact in many other businesses, in particular in tourism industry and other related businesses. Thus, imposing efficient and promoting financial and tax policies on entities and enterprises engaged in administration of cultural properties and on other businesses which support or invest in such properties, will stimulate not only a proper identification, inventorying, maintenance, rehabilitation, conservation and efficient use of cultural heritage properties, but will also contribute in tourism and other related industries development. Therefore, particular attention should be paid to develop an efficient system, including related legislation and implementing regulations and administrative institutions for detecting, inventorying, restoration, preservation, presentation and tourism oriented use of tangible and intangible cultural heritage properties.

II:  Related legislation and implementing regulations
The main act that regulates administration of cultural heritage properties in Albania is the Law no.9048, dated 7.4.2003 “On Cultural Heritage” (Amended), given in document 1 attached. There are also many other acts and implementing regulations which are given in Attachment 2 “Cultural Heritage – other acts and regulations”. Other important laws and implementing regulations examined in this study are: Law “On Museums” and related by-law provisions (Attachments 3 and 4), Law “On Scenic Arts” and related by-law provisions (Attachments 5 and 6), Law “On Movies” and related by-law provisions (Attachments 7 and 8), Law “On Book” and related by-law provisions (Attachments 9 and 10), Law “On Libraries” and related by-law provisions (Attachments 11 and 12), Law “On Author’s Right” and related by-law provisions (Attachments 13 -15), Law On Tourism, 16. Draft - Law “On Artisans”, etc. 
The law “On Cultural Heritage” (amended) regulates definition, inventorying, restoration, maintenance and preservation of tangible and intangible cultural heritage properties in Albania. 
The Law “On Tourism” highlights that sustainable tourism requires the administration of all sources to fulfill the economic, social and aesthetic needs, while preserving the cultural integrity in accordance with the national cultural heritage, traditions and customs of the Albanian nation. The principle of sustainable tourism development has to be guaranteed through organization and implementation of tourist planning on the local and national levels and through the involvement of private sector alongside with the responsible institutions. Cultural heritage properties are part of tourist sources and registered in the National Register of Tourist Sources, which is compiled, administrated and updated by the Ministry of Tourism, Culture, Youth and Sports and the National Tourism Agency.  

The above laws do not contain provisions with regard to taxation of cultural heritage properties and related activities. No additions or amendments to the above laws, dealing with tax exemptions and incentives, are proposed. Based on Albanian experience tax incentives and exemptions given by non-tax laws are not properly administered by the tax administration. Tax exemptions and other tax incentives can be efficiently used if they are properly defined in tax laws and in related instructions and other implementing regulations. 

Taxation of activities and properties related with culture and cultural heritage is regulated under the provisions of the following tax laws and related by-laws and implementing regulations (given in attachments 16 – 22), which are examined, and proposals for changes are given in Part V of this Report.

1. Law no. 7892, dated 21.12.1994 “On Sponsorship” (Amended),
2. Law no. 7928, dated 27.4.1995 “On Value Added Tax” (Amended),
3. Instruction of the Minister of Finance no.17, dated 13.5.2008 “On Value Added Tax” (Amended),

4. Law no. 8438, dated 28.12.1998 “On Income Tax” (Amended),

5. Instruction of the Minister of Finance no.5, dated 30.1.2006 “On Income Taxes”,
6. Law no. 9975, dated 28.7.2008 “On National Taxes” (Amended),

7. Law no.9632, dated 30.10.2006 “On Local System of Taxes” (Amended).
III: Administrative structures and related entities 
The leading agency responsible for inventorying, maintaining, developing and promoting of cultural heritage is the Ministry of Tourism, Culture, Youth and Sports (MTCYS). There are many MTCYS’s departments or other agencies or entities directly responsible or related with inventorying, protecting, maintaining, rehabilitating  and promoting of cultural heritage including (but not limited to) the following: 
1. Cultural Heritage Directorate at MTCYS,
2. National Center of Inventorization of Cultural Properties,
3. Archeological Services Agency,
4. Archeological Institute,
5. National Archeological Council,
6. Institute of Cultural Monuments with its 8 regional branches in main districts,
7. National Council of Restoration (Rehabilitation), 

8. Regional Directorates of National Culture,
9. State Commission of Museums,
10. Folk Culture Institute,
11. National Center of Folk and Cultural Activities,
12. National Tourism Agency,
13. National Arts Gallery,
14. Fototeka “Marubi”,
15. National Historical Museum - Tirana,

16. Medieval Arts Museum – Korçe, 

17. National Museum – Kruje,
18. Ethnographic and historical museums
19. Other Arts Galleries in districts,

20. National Movies Archives, etc.
The above entities may be included or referred to as implementing agencies in the measures or draft provisions related with tax policy changes to be proposed in this report.
As there are many entities, institutions or agencies related with cultural heritage, there seems to be a need for strengthening the coordination between such entities in national and regional level. The authority and responsibility of local governments, in particular, with regard to detecting, inventorying, restoring, preservation and efficient tourism oriented use of regional and local cultural heritage properties, should be strengthened. 

The “National Committee of Cultural Heritage” established under the provisions of Cultural Heritage Law should be strengthened with representatives from academic, civil society and business community. Regional or local committees, replicating the “National Committee of Cultural Heritage” in local level should be established and develop short and long term plans and coordinate efforts in detecting, inventorying, restoring, preservation and efficient tourism oriented use of regional and local cultural heritage properties. 
Representatives from cultural heritage direct administration institutions, from civil society, academic, business community and regional tax authorities of the regional area should be members of regional committees of cultural heritage (RCCH). The regional committees of cultural heritage should be chaired by city majors. The related Regional Directorates for Culture, branches of the MTCYS, should have their representatives in the RCCH. RCCHs will cooperate with all other stakeholders in inventorying, restoring, and preservation of regional and local cultural heritage properties, and, in particular, to promote businesses and donors to invest for an efficient tourism-oriented use of cultural  properties. RCCHs are closer to local society and local institutions, and they should promote education of young generations and population in general and activities related with detecting, restoring, preservation and efficient tourism-oriented use of regional and local cultural heritage properties.
The expenses for RCCHs should be faced by the local government budget. The main objectives of such committees will be to coordinate the work with the Regional Directorates for Culture and other stakeholders to educate the society and promote businesses and other donors to sponsor or to invest for restoring, preservation and efficient tourism oriented use of regional and local cultural heritage properties, as this will consequently impact the development of other related local businesses.  
IV: Actual administrative and financial management

Administrative management of tangible and intangible cultural heritage properties is mostly coordinated by the Ministry of Tourism, Culture, Youth and Sports (MTCYS) and is done by a series of institutions and agencies, most of which are mentioned in Part 3 of the Report.

Basic expenses for detecting, inventorying, restoring, preservation and administration of cultural heritage properties are mostly financed by the state budget and are administered by the institutions and entities directly responsible for administration of such properties.
Subject to Article 18 of the law no.9048, dated 7.4.2003 “On Cultural Heritage” (amended), the funds for maintenance, restorations, findings, and studying of cultural heritage properties are provided by the state budget (through the approved budget of the Ministry of Culture, Youth and Sports), as well as any other legal income received as donation or sponsorship from foundations, NGOs, institutions, domestic or foreign, public or private, either legal entities or physical persons.

Contributions from businesses in financing evidencing, restoring and preservation of cultural heritage properties are actually negligible. Financing from central state budget is the most important source, but contributions from foreign foundations or NGOs are also important. There are also some Albanian NGOs, mostly supported by foreign foundations or organizations, engaged in supporting culture and cultural heritage, but they need more coordination and support locally, in order their efforts to be efficiently used coordinated with MTCYS, its regional directorates for culture and related international organizations and donors. Regional Committees for Cultural Heritage (proposed to be created) may be a key factor for such a coordination.  
Income derived from use of cultural heritage properties should normally be the most important resource to finance restoration and maintenance of cultural properties, but, for the time being, such income are at a very low level, and in most cases not enough to cover the related expenses. Such income are called “secondary income”, as the state budget mostly covers the expenses of cultural heritage institutions. The above-mentioned Cultural Heritage Law allows secondary income derived from the use of cultural monuments to be used 90% by the institution which directly administers the monument for its (cultural monument) restoration, maintenance and development, while 10% of the secondary income is paid to the state budget. The above ratio provided by the cultural heritage law seem to be very supportive for cultural heritage development, but, the level of secondary income is extremely low having into considerations potential resources of cultural heritage properties and potential tourism use of such resources. The key factor in increasing “secondary income” in the area of cultural properties and making them “primary income” is to ensure investments for restoring, developing and using for tourism purposes of such properties.    
V: Tax policies and proposals for changes
Actually, almost no particular attention has been paid to develop promoting fiscal policies in the area of cultural heritage restoration and preservation. Supporting and stimulating businesses engaged in mapping, restoration and preservation of cultural heritage properties, through also a promoting fiscal policy with real business and tax incentives will directly result in the strengthening and increase of the tourism industry and other related industries in many country regions, attracting more and more Albanians and foreigners in visiting archeological, ethnographic and historical places, as well as attending activities related to Albanian ethnic and diverse cultural heritage. Along with business developments, such activities will enable further social development of Albanian society and will improve Albania’s image abroad. 
The following are the main laws and by-law acts which need to be extended and amended to create a promoting fiscal policy in the area of restoration and preservation of cultural heritage properties, and stimulate development of tourism and other related industries.  

1. Law no. 7892, dated 21.12.1994 “On Sponsorship” (Amended), regulates the support with financial or material resources (called sponsorship) of the social and public activities including humanitarian, cultural, artistic, sport, educational, scientific, literary and ecological activities. Under the provisions of this law, the persons that benefit from sponsorship on above-mentioned activities are entities, institutions, associations or other organizations registered as juridical persons, while “the sponsors” are physical or juridical commercial persons, either Albanian or foreigners. Sponsorship for business profit purposes is not allowed. Budgetary institutions, which activity is financed the by the State Budget, can not be sponsors under the framework of this law.
Sponsorship relations are regulated with contracts and any sponsorship in money or in kind should be documented in conformity with the accounting and tax legislation.      
Article 5 of this law provides certain tax incentives for sponsors allowing them to use up to 3% of the profit before tax for sponsoring above-mentioned activities, which rate is 5% for publishers. Such expenses are considered tax deductible expenses for the sponsors. The documentation required to enjoy the above incentive are: the sponsorship contract and other technical documentation certifying the realization of the sponsored activity. Abusive use or other manipulation of sponsorship money or materials are punishable under the provisions of tax legislation.
Taking into consideration the importance of cultural heritage properties in presenting the country’s and nation’s values, as well as the importance of cultural heritage properties in tourism and other related industries’ development, the above law “On Sponsorship” should be amended allowing businesses (companies and commercial physical persons) to sponsor in money or in kind (materials or works) activities directly related with evidencing, restoring and preserving of cultural heritage tangible and intangible properties, up to 20% of the profit before tax. Such expenses should be tax deductible for the sponsor, provided that they are done and documented in conformity with the related tax legislation provisions. 
Definition of tangible and intangible cultural heritage properties should be referred to the law no.9048, dated 7.4.2003 “On Cultural Heritage” (as amended), and the related by-law provisions and implementing regulations issued under the provisions of such law. This incentive will stimulate companies or physical persons to contribute in money or in kind for inventorying, restoration and preservation of cultural heritage properties, and at the same time promoting their business and reduce the tax burden. 
Certain businesses (in particular regional ones) that have direct impact from restoring, preservation and tourism-oriented use of cultural heritage properties will be more interested in sponsoring such activities, in money, in kind or in direct works, as they see more opportunities to increase their business in the future, as tourism and other related industries grow. Certain businesses may also have a direct interest in employing their material and human resources in such cultural heritage properties restoration and preservation, promoting their business and see more opportunities for further development in the future. 
Companies or commercial physical persons engaged in tourism and other related industries will also be interested to use this incentive (in particular in sponsoring restoration and preservation of cultural heritage properties in areas directly related with their business) as such sponsorship activities will impact further development of their business in the future. 
2. Law no. 8438, dated 28.12.1998 “On Income Tax” (amended), regulates the taxation on profits of companies and commercial activities of physical persons. Article 13/3, paragraph gj) “non-deductible expenses” (for small business taxpayers) defines deductibility of sponsorship expenses up to the limit of 3% (5% for sponsorship to publishers) of the profit before tax. Article 21 of the same law “non-deductible expenses” also allows as tax deductible expenses for large businesses, sponsorship expenses (referring to above “Sponsorship law”) up to a limit of 3% (5% in cases of sponsoring publishers) of the profit before tax.
Both above provisions (articles 13/3 and 21) should be amended and expanded, providing for a tax deductibility up to 20% of the profit before tax in case of financing or supplying materials (or direct works) in supporting (sponsoring) tangible and intangible cultural heritage properties, as defined in the provisions of the law no.9048, dated 7.4.2003 “On Cultural Heritage” (as amended), and the related by-law provisions and implementing regulations issued under the provisions of that law.   
The above changes will stimulate companies and commercial physical persons (business taxpayers) to sponsor and support activities directly related with evidencing, restoration and preservation of tangible and intangible cultural heritage properties, as the related expenses will be tax deductible and they (the businesses) will promote their business and enable opportunities for further expansion of their business in the future, as restoration and preservation of cultural heritage properties, will also positively impact the increase of tourism and other related industries.
3. Instruction of the Minister of Finance no.5, dated 30.1.2006 “On Income Taxes”, (Item 3.5.) defines the procedures and documentation that business taxpayers should use to evidence sponsorship expenses. This item should be expanded with new paragraphs giving clear procedures and evidence to be used in case of sponsorship (in money, in kind or direct works) done by business taxpayers for inventorying, restoration and preservation of tangible and intangible cultural heritage properties. 
4. Law no. 7928, dated 27.4.1995 “On Value Added Tax” (Amended), regulates Value Added Tax (VAT) in Albania. Articles 19 – 25 of the VAT Law define activities or supply of goods or services which are VAT exempted. Under such provisions, apart from traditionally VAT exempted supplies like financial services, postal services, or VAT 0 rated activities like exports and international transport, there are also exemptions from VAT provided to transactions like “advertisement on aired or written media”, etc. No exemptions or other incentives are provided for activities related with inventorying, restoration and preservation of tangible and intangible cultural heritage properties. 
In this regard, based on the importance that inventorying, restoration and preservation of cultural heritage properties has for social development in general and for development of tourism and other related industries (which are VAT-able), it make sense to exempt from VAT activities (supply of goods and services) directly related with restoration and preservation of cultural heritage properties. Thus a new provision stating that taxpayers directly engaged in restoration and preservation of cultural heritage properties as defined by the law no.9048, dated 7.4.2003 “On Cultural Heritage” (as amended), and the related by-law provisions and implementing regulations issued under the provisions of that law, are VAT exempted.
5. The Instruction of the Minister of Finance no.17, dated 13.5.2008 “On Value Added Tax” (Amended), should also be amended providing clear procedures on VAT exemption of goods and services directly related with restoration and preservation of cultural heritage properties and should give clear references to related provisions of the law no.9048, dated 7.4.2003 “On Cultural Heritage” (as amended), and by-law provisions and implementing regulations issued under the provisions of that law, which define tangible and intangible cultural heritage properties.  
6. Law no. 9975, dated 28.7.2008 “On National Taxes” (Amended), defines other national taxes (fees) and tariffs. Article 9 of this law provides exemptions from national taxes (fees). A new paragraph may be added at the end of paragraph 1 of this article providing exemption from annual tax on use of vehicles of all vehicles and cars under ownership and administration of entities or agencies directly responsible or related with inventorying, restoring, maintaining and preserving of cultural heritage properties (as defined in Part III of this report).
7. Law no.9632, dated 30.10.2006 “On System of Local Taxes” (Amended) regulates local taxes and fees in Albania. 
Article 22 of this law defines the level of annual property tax (on buildings) given in leke per square meter. The tax is paid to the local government by the owners of the buildings. Paragraph 4 of this article provides exemptions from property tax (on buildings). Buildings with important historical or archeological values in conformity with the law no.9048, dated 7.4.2003 “On Cultural Heritage” (as amended), and the related by-law provisions and implementing regulations issued under the provisions of that law, must be exempted from property tax. 
Article 27 defines the local tax “on new buildings or reconstructions” which is 1-3 % on the value of investment (or 2-4 % on the value of investment in the case of Tirana Municipality). This provision may should also be amended, giving clear procedures for exempting from this tax of investments related with reconstruction or restoration of cultural heritage properties as defined in the law no.9048, dated 7.4.2003 “On Cultural Heritage” (as amended), and the related by-law provisions and implementing regulations issued under the provisions of that law.
Article 30 defines the “annual registration tax for vehicles”. Article 31 gives exemptions from this tax and it may be expanded providing exemption from this tax of all vehicles and cars under ownership and administration of entities or agencies directly responsible or related with evidencing, restoring, maintaining and preserving of cultural heritage properties (as defined in Part III of this report).
All the above tax exemptions and incentives intend to stimulate sponsorship activities and investments related to inventorying, restoring, maintaining and preserving of cultural heritage properties, as well as reducing the tax burden of entities and agencies directly responsible for administration of cultural heritage properties.
VI: Conclusions (Summary, assessment and evaluation of the existing situation) 

A certain lack of coordinated planning and implementation of activities related with mapping, restoring, preservation and tourism-oriented use of cultural heritage properties, either in national or regional level, is visible. 
Interests of national government, local governments, and administrative institutions directly responsible for the administration of cultural heritage properties, business community and civil society seem to be not in accordance with the main principles and objectives for properly inventorying, restoring, maintaining, developing and using of cultural heritage properties. In many cases such interests seem to be contradictory or, at least, with no rules or incentives for cooperation. Of course, it is not easy to make all above stakeholders interested to the same degree in the development and use of cultural heritage properties, but the rule of law and related incentives and direct and indirect profitability should be such as making all parties responsible and interested in inventorying, restoring, preservation and efficient use of cultural heritage properties.
Increasing the authority and responsibility of local governments may help in inventorying, restoring, preservation and tourism oriented use of cultural heritage properties in regional level. 
Increased efforts to promote the preservation and proper use of cultural heritage resources in Albania through education, public information and advocacy are also very important. The implementing regulations and processes of cultural heritage law and other related provisions must be strengthened, controlled and associated with educational campaigns, but also with enforcement measures. 
There should be incentives in the law provisions and in the national and local policies to increase the interest and participation of the business community and of the civil society in drafting and implementing policies in the area of inventorying, restoring, preservation and tourism-oriented use of cultural heritage properties in national and regional level. Educational processes on preserving and developing cultural heritage resources should be a continuous work for existing and future generations and become part of national and regional culture. The better understanding of the past leads to a better understanding of existing Albanian social development and of projecting a better future. 

Regulatory plans, building licenses or business licensing procedures, either the ones given by local authorities (Municipalities and Communes) or the ones given by the National Council of Territory Planning should necessarily take in advance the opinion of the National Committee of Cultural Heritage or of Cultural Heritage Regional Committees (as proposed to be created under this report). Regulatory plans, building licenses and other business licensing must take into consideration and be coordinated with plans for inventorying, restoration and preservation of local or national cultural heritage properties.
VII: Proposals for changes:
General
1. “National Committee of Cultural Heritage (NCCH)” headed by the Minister of Tourism, Culture, Youth and Sports should be strengthened, with representatives from the business community and civil society. Such a committee should develop plans and coordinate implementation of activities for inventorying, restoring, preservation and tourism-oriented use of cultural heritage tangible and intangible properties.
2. Regional Committees for Cultural Heritage should be considered to be established replicating the National Committee in regional level. Such committees should be responsible for planning and coordinating with NCCH and MTCYS’s regional directorates the activities for inventorying, restoring and preservation of cultural heritage and tourism development in local level. Such committees may be headed by the heads of local governments and stimulate participation from civil society, academic and business community. 
Tax policy related changes
1. Amendment of the Law no. 7892, dated 21.12.1994 “On Sponsorship”, allowing businesses (companies and commercial physical persons) to sponsor in money or in kind (materials or works) activities directly related with inventorying, restoring and preserving of cultural heritage tangible and intangible properties, up to 20% of the profit before tax. Such expenses will be tax deductible for the sponsors.
2. Amendment of the Law no. 8438, dated 28.12.1998 “On Income Tax” allowing for companies and small business taxpayers as a tax deductible expense up to 20% of the profit before tax in case of financing or supplying materials (or direct works) in supporting (sponsoring) restoration, preservation and tourism oriented use of tangible and intangible cultural heritage properties. 
3. Amendment of the Instruction of the Minister of Finance no.5, dated 30.1.2006 “On Income Taxes”, giving clear procedures and evidence to be used in case of sponsorship (in money, in kind or direct works) done by business taxpayers for inventorying, restoration and preservation of tangible and intangible cultural heritage properties. 

4. Amendment of the Law no. 7928, dated 27.4.1995 “On Value Added Tax” to exempt from VAT activities (supply of goods and services) directly related with restoration and preservation of cultural heritage properties. 

5. Amendment of the Instruction of the Minister of Finance no.17, dated 13.5.2008 “On Value Added Tax” providing clear procedures on VAT exemption of goods and services directly related with restoration and preservation of cultural heritage properties.  

6. Amendment of the Law no. 9975, dated 28.7.2008 “On National Taxes” providing exemption from annual tax “on use of vehicles” of all vehicles and cars under ownership and administration of entities or agencies directly responsible for inventorying, restoring, maintaining and preserving of cultural heritage properties. 
7. Amendment of the Law no.9632, dated 30.10.2006 “On System of Local Taxes” by exempting from property tax of buildings with important historical or archeological values. 
8. Amendment of the Law no.9632, dated 30.10.2006 “On System of Local Taxes” by exempting from “tax on new buildings or reconstruction” of investments related with reconstruction or restoration of cultural heritage properties. 
9. Amendment of the Law no.9632, dated 30.10.2006 “On System of Local Taxes” providing exemptions from “annual registration tax for vehicles” of all vehicles and cars under ownership and administration of entities or agencies directly responsible or related with evidencing, restoring, maintaining and preserving of cultural heritage properties.
*
*          *

This was a summary of the analyzing work regarding existing legislation, by-law provisions, implementing regulations and related institutional frame-work regarding fiscal policies in the area of cultural heritage, as presented in this draft Report “Status of fiscal policy in the field of cultural heritage and proposals for change”.
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