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Real Estate Law Developments in Central and 
South East Europe 
BY EMMA BUCKNALL & PETAR ORLIĆ 

This Stay Current summarises recent important 
real estate law developments affecting central 
and south east Europe. 
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Serbia 

The pro-European Union alliance led by Boris 
Tadić, Serbia's president, won a commanding 
majority of the votes in Serbia's recent 
parliamentary elections on 11th May 2008. The 
pro-EU alliance has promised to put Serbia back 
on the path to economic and legal reform so as 
to attract further foreign investment into the 
region.  

Forming a Government will still require a delicate 
balancing act with smaller parties but it is 
expected that the new Government will adopt a 
number of real estate law reforms by the end of 
2008. Most notably, the Government will push 

for a new restitution law to regulate the 
restitution of properties taken by the State from 
various private individuals after the Second 
World War.  

According to the unofficial draft, restitution will 
be carried out in one of two ways:  

(1) all properties still owned by the State will be 
physically restituted to their previous owners (or 
their successors); or  

(2) all properties that have been sold 
(privatised) by the State to bona fide investors 
will be retained by the investors, and the State 
will issue bonds to previous owners as 
compensation.  

It is envisaged that the new law will significantly 
increase the acquisition of land by foreign 
investors in Serbia.  

Turkey 

Turkey's parliament has lifted a ban on the sale 
of real estate to foreigners, ending a month-long 
saga that cast a shadow over foreign and 
domestic investment into the country's growing 
real estate market. 

Turkey's ruling Justice and Development Party 
lived up to its vow to swiftly end a ban on sales 
of property to foreigners by amending a bill that 
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overturned a ruling by the country's highest 
court at the beginning of April against the sales. 

The initial ruling by Turkey's Constitutional Court 
had caused a significant fall in real estate values 
and deterred foreign investors. The 
Constitutional Court had cancelled a single article 
of the law that gave authority to the Cabinet to 
remove limits on property sales to foreigners – 
set at 2.5ha. – as long as the total area sold to 
foreigners did not exceed 30ha. and was not 
more than 0.5% of the area of a province. 
Opposition politicians wanted the change 
because of the concerns that foreign firms were 
buying up all available agricultural land and 
strategic coastal locations. 

The amended bill that lifted the ban gave the 
Government the authority to allow foreigners to 
buy up to 10% of land in a zoned area taking 
into consideration the significance of issues 
including infrastructure, economy, energy, the 
environment, culture and agriculture. 

Ukraine 

Currently, the sale of agricultural land in the 
Ukraine which is owned by the 
State/Municipalities is not permitted. However, 
there are plans for change in this area with the 
Government showing strong support for a new 
draft law which would allow the sale of such 
agricultural land to private companies. The law is 
expected to be submitted for consideration by 
Parliament in the latter half of 2008. 

In addition, the current Cyprus/Ukraine double 
tax treaty is being renegotiated between the two 
countries. It currently provides for 0% 
withholding tax on both interest and dividends 
paid from the Ukraine to Cyprus. Once 
concluded, it is thought that the new treaty will 
provide for a 5% withholding tax charge on 
dividends and 0% on interest. The timing for 
implementation is unknown but it is expected to 
be submitted for consideration by Parliament in 
the latter half of 2008. 

Romania 

During 2007, Romania entered into negotiations 
regarding a new tax treaty with Cyprus. The 
current Cyprus/Romania double tax treaty 
provides for 0% withholding tax on both interest 
and dividends paid from Romania to Cyprus.  

The new treaty, expected to be submitted for 
consideration by Parliament in the latter half of 
2008, would introduce withholding taxes at 10% 
on interest, 15% on royalties and 5% on 
dividends if the recipient directly owns at least 
25% of the capital.  

There is also speculation that a new investment 
bill in Romania will introduce preferential interest 
rates for property loans (with interest subsidised 
by up to 30% by the State) and reductions and 
postponement of local taxes in relation to direct 
real estate investments. 

Hungary 

2008 has seen the arrival of a property owner’s 
right to elect between paying either VAT (20%) 
or normal transaction tax (10%) on transactions 
concerning real estate (the “Tax Election"). It is 
expected that the majority of sellers will submit 
to the VAT regime due to the ability to reclaim 
VAT. However, the sale of newly constructed 
buildings and plots of land remains compulsorily 
subject to normal transaction tax and are not 
included in the Tax Election regime. 

The 2% rate on commercial real estate if the 
buyer is a property trading company remains in 
place, as does the 2% rate on the first HUF four 
million of value for residential property. 

The Tax Election also revises the procedure of 
issuing invoices for advance payments and for 
transactions outside the scope of the VAT 
regime. Invoices can now be issued in foreign 
currency, with the amount of exempted VAT 
indicated in the invoice (in Hungarian Florints). 

  



 

  3 

If you have any questions concerning these developing issues, please do not hesitate to contact either 
of the following Paul Hastings lawyers: 

London 

Emma Bucknall 
44-20-3023-5120 
emmabucknall@paulhastings.com 

 
Petar Orlić 
44-20-3023-5147 
peterorlic@paulhastings.com 
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