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1. ATAD implemented through amendment to Income Tax  Act 

The fight against tax avoidance is one of the greatest priorities in the field of international taxation. EU 

Member States are obliged to implement into their national legislations the approved Council Directive (EU) 

laying down rules against tax avoidance practices that directly affect the functioning of the internal market 

(known as the Anti-Tax Avoidance Directive or “ATAD”).  

 

The ATAD seeks to ensure that tax is paid where profits and value are generated. It contains binding 

measures which the Slovak Republic must implement in order to prevent aggressive tax planning.  

 

A further objective of the Directive is also to facilitate information exchange between Financial Intelligence 

Units engaged in identifying and monitoring suspicious transactions. 

 
 
2. Exit tax on income already in Slovakia 

As recommended by the EU Council in the ATAD, the amendment to the Income Tax Act with effect from 1 

January 2018 should introduce an exit tax. The objective of the proposed regulation is to ensure that where a 

taxpayer moves assets or its tax residence outside of the country, the Slovak Republic taxes the economic 

value of any capital gain created within the country, even if that gain has not yet been realised at the time of 

the exit. 

Exit tax will be calculated using a special tax base and a 21% tax rate will be applied. 
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3. New rules for controlled foreign companies (“CFC  rules”) 

New rules for controlled foreign companies are to come into effect from 1 January 2019. The aim of these 

rules is to prevent the erosion of tax bases in the territory of the Slovak Republic and profit shifting outside of 

the territory of the Slovak Republic. These rules will have the effect of re-attributing the income of a low-

taxed controlled subsidiary to its parent company. This means any income that has been artificially diverted 

to the foreign subsidiary. The rules also apply to the income of permanent establishments, where the income 

is not subject to tax or is tax exempt within the territory of Slovakia. 

 

The Act introducing the rules specifies the conditions that must be met in order that a foreign legal person, 

entity or permanent establishment be treated as a controlled foreign company. The first condition is that it is 

a company (entity) in which the taxpayer with an unlimited tax liability in the territory of the Slovak Republic 

owns more than 50% of the capital or holds a participation of more than 50% of the voting rights or more 

than 50% of the profits. The second condition is that the corporate tax paid by the controlled foreign 

company abroad is lower than the difference between the corporate tax of the controlled foreign company 

calculated under the Slovak Act and the corporate tax paid by the controlled foreign company abroad. 

 
 

4. Hybrid mismatches 

Where individual member states do not treat the same income or entity uniformly this results in hybrid tax-

related mismatches. The implementation of the ATAD therefore sees the introduction to the Income Tax Act 

of a rule designed to prevent the double deduction of expenses. The aim of this rule is to prevent situations 

that occur or may occur between related parties. This rule seeks to prevent situations in which the same 

expense is considered as tax-deductible under both Slovak law and that of another Member State (i.e. 

double deduction of the same expense), as well as situations in which an expense is tax-deductible within 

the territory of the Slovak Republic without being included in the tax base of the other Member State.  

 

Following implementation of the ATAD, the Income Tax Act defines an entity as a legal arrangement of 

assets (trust) or a legal arrangement of persons without legal personality (e.g. partnership) or any other legal 

arrangement that owns or manages assets. 

 
 

5. Changes to the application of original prices fo r tax purposes in business 
combinations 

The proposed amendment to the Income Tax Act with effect from 1 January 2018 will also have significant 

effects on business combinations and, as such, strictly requires that, with the exception of so-called cross-

border business combinations, all non-monetary contributions and mergers and divisions for tax purposes be 

performed in real values only.  

 

Under the proposed amendment, it will therefore be possible to perform non-monetary contributions for tax 

purposes within the territory of Slovakia in real values only. This also includes individual contributions or the 
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contributions of a business or part thereof located outside of the territory of the Slovak Republic, including 

mergers and divisions of business companies. 

 

Cross-border non-monetary contributions, mergers and divisions cover cases in which: 

 

� the taxpayer or taxpayer wound up without liquidation is a taxpayer based in the territory of the Slovak 

Republic, and 

� the beneficiary of the non-monetary contribution or the legal successor is a taxpayer based in another 

EU member state, where the assets and liabilities of the beneficiary of the non-monetary contribution or 

of the legal successor remain part of the permanent establishment of these taxpayers located within the 

territory of the Slovak Republic, and where the national legislation of the member state of the beneficiary 

of the non-monetary contribution or the legal successor does not allow for the taking over of the assets 

and liabilities of the taxpayers in real values. 

 

Consequently, once these conditions have been met, it will be possible to apply the method of original prices 

for tax purposes, i.e. the method that does not affect the tax base. 

 
 

6. Income tax exemption on licence fees relating to  intangible assets – the 
so-called patent box 

With effect from 1 January 2018, the amendment to the Income Tax Act currently in the legislative process 

will introduce a new tool aimed at supporting research and development – the so-called patent box. This will 

take the form of a special tax regime under which it will be possible to exempt from income tax up to 50% of 

any revenues derived in the form of licence fees relating to the provision of intangible assets (e.g. inventions 

protected by patents, technical solutions protected by utility models, software, etc.). However, it will only be 

possible to apply the exemption during the period of tax depreciation pertaining to the capitalised costs 

relating to the development of the invention protected by patent, the technical solution protected by utility 

model or the software.  

 

A separate tax regime will also be introduced for the commercial utilisation of so-called embedded royalties, 

i.e. inventions protected by patents or technical solutions protected by utility models used in product 

manufacturing. As a result, a part of any revenues derived from the sale of products manufactured based on 

an invention protected by patent or a technical solution protected by utility model will also be exempt from 

income tax.  

 

These income tax exemptions are to be applied on the condition that the intellectual property in question is 

the result of the taxpayer’s own activities carried out within the territory of the Slovak Republic. 
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7. Deduction of research and development costs to b e increased to 100% 

With effect from 1 January 2018, the proposed amendment to the Income Tax Act changes the way of 

calculating the deduction of research and development costs, which increases the so-called super deduction 

of costs up to 100% of the research and development expenditure (costs) entered in the accounts. The 

method of calculation itself has also been changed. For example, the wages of employees performing 

research and development work will no longer enter the calculation as a separate item and will instead 

represent part of the total costs relating to research and development. However, overall, the proposed 

changes will significantly increase the amount of fiscal support in the area of research and development. 

 
 

8. Further income tax changes under preparation 

Further important changes to the Income Tax Act with effect from 1 January 2018 currently under 

preparation include: 

 

� An extension of the condition requiring creation of a permanent establishment to businesses operating 

via digital platforms . For that purpose, a definition of “digital platform” has been introduced to the 

amendment to the Act. The aim of this provision is to ensure that even entrepreneurs who provide 

services in the Slovak Republic without a physical presence still pay tax on income derived within the 

country, thus eliminating the discrepancy existing between the aforementioned entrepreneurs and those 

that duly pay tax on income derived within the territory of the Slovak Republic. 

� A modification of the necessary conditions relating to the creation of construction and installation 

permanent establishments , as a follow-up to the duties arising out of the Base Erosion and Profit 

Shifting project (known as the “BEPS). The aim here is to prevent the intentional division of activities 

carried out by related taxpayers into several shorter-duration activities, none of which exceed six 

months. The activities carried out by a taxpayer with limited tax liability and its related parties will be 

considered as one unit if the activities in question are related to each other and follow on from one 

another, i.e. when in assessing the creation of a construction permanent establishment, the entire period 

relating to the execution of the building, i.e. the construction itself and the various related installation 

projects, will be taken into account. 

� A more precise statement of the condition requiring the creation of a permanent establishment by a 

“dependent agent”,  with the aim of preventing the abuse of commission contracts for the purpose of 

avoiding the need to create a permanent establishment, again as a follow-up to the BEPS project. 

� A more precise statement of the tax on profit sharing, liquidation balance sharing  and the 

repayment of partners of general partnership and li mited partners of limited partnership  in cases 

where such income is earned because the general partnerships and limited partnerships hold a 

participating interest in another company or cooperative. As a result of using a different way of taxing 

general partnerships and limited partnerships, there is a risk that the above income earned by partners 

of general partnership and limited partners of limited partnership will be taxed at a rate of 19% or 25%. 

This would result in the unequal tax treatment of profit sharing paid out, for example, to partners in 

limited liability companies and partners in general partnerships. Therefore, the purpose of this regulation 

is to ensure the equal taxation of dividends at the level of partners of general partnership and limited 
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partners of limited partnership, as is already the case for partners of limited liability companies or joint-

stock companies.   

 
 
9. Change to VAT margin scheme in the provision of tourism services 

Based on the case law of the Court of Justice of the European Union, the amendment to the VAT Act under 

preparation with proposed effect from 1 January 2018 changes the regulation of the special margin scheme 

in the provision of tourism services. According to the current legal regulation, the special margin scheme can 

only be applied if consumers/travellers are the recipients of the tourism services in question.  

 

The proposed change extends the application of the special margin scheme to every sale of tourism 

services, regardless of the recipient of the services (e.g. a traveller or an entrepreneur purchasing a package 

of tourism services for business-related purposes, for resale purposes or business trips). 

 

After this change comes into force, travel agencies will no longer be able to tax individual tourism services 

and buyers, i.e. taxpayers, will no longer be able to deduct the tax on such services. 

 
 
10. Change to triangular trade conditions and other  VAT changes 

The amendment to the VAT Act with proposed effect from 1 January 2018 introduces, inter alia, the following 

changes: 

 

� A change to one of the conditions of triangular trade: while at present in order to be able to apply the 

simplification procedure rule for triangular trade the first customer must not be registered for VAT in the 

Member State of the second customer, under the proposed amendment it will be sufficient if the first 

customer has neither a registered office nor an establishment in the Member State of the second 

customer 

� A limitation of the customer´s VAT liability from the previous level of VAT liability. One of the statutory 

conditions for such liability has been removed, i.e. that the customer had performed a taxable transaction 

with the payer at a time when the payer was on the list of payers fulfilling the conditions for cancellation 

of registration  

� An extension of the duty to deposit a tax guarantee to cases where the applicant is a natural person or 

legal entity with VAT arrears of EUR 1,000 or more on the date of filing an application for VAT 

registration, or where the applicant’s VAT registration has been cancelled 

� A proposed extension of the definition of fixed assets for the purpose of adjustment of deducted tax from 

buildings to all types of construction 

� The possibility of issuing a summary invoice in cases where the recipient of supplies is a foreign taxable 

person 

� The transfer of the tax liabilities to the customer on selected commodities (agricultural plants, metals, 

steel, iron and semi-finished metal products) is to be applied without limitation. Currently, this procedure 

can only be applied with a tax base of EUR 5,000 or more 
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� Introduction of the obligation to submit an EC sale list for persons registered for VAT due to receipt of 

goods or services pursuant to Article 7 and Article 7a if they take part in a triangular trade arrangement 

as the first customer. 

 
 
11. Tax secrecy reform and other tax administration  changes 

The amendment to the Act on Tax Administration (Tax Procedure Code) with proposed effect from 1 January 

2018 introduces, inter alia, the following changes: 

 

� The so-called “Tax Reliability Index“ – an assessment of the reliability of a tax entity, allowing the entity 

in question to utilise special tax regimes (with advantages available within the framework of statutory 

duties for tax entities with the highest reliability) 

� Publication, on a quarterly basis, by the Financial Directorate of the Slovak Republic, within the 

framework of the fight against tax evasion and tax secrecy reform, of a list of tax entities and their 

corporate income tax liability, including any additionally imposed tax or tax loss, as well as a list of tax 

entities and the amount of applied excess deduction or additionally applied excess deduction 

� Various reforms to tax secrecy rules. For example, information as to whether a particular entity has been 

or is currently subject to a tax audit or tax execution procedure, and the date of registration for VAT or 

excise duties, or the type of registration, is no longer subject to tax secrecy. 

� Reduction of the price for preparation of binding opinions by one half.  

 
 
12. Stricter sanctions for transfer pricing from 20 17 and changes to transfer   

     pricing from 2018 

Cases where, based on a tax audit begun in 2017 or later, additional tax is imposed on a taxpayer because 

the taxpayer intentionally reduced the tax base or increased the tax loss through transfer pricing will now be 

subject to stricter sanctions. As a result, instead of a fine of 10% a year of the amount of additionally 

imposed tax difference, the fine has now been doubled to 20% a year of said amount. Moreover, in the event 

of an intentional reduction of the tax base or an increase in the tax loss, the taxpayer may become subject to 

criminal proceedings. 

The legislative changes in transfer pricing set to come into force in 2018 primarily concern a further 

extension of the circle of related parties. 

 
 
13. Draft amendment to the Act on Accounting Servic es  

Under the draft amendment to the Act on Accounting Services, the period of storage pertaining to accounting 

documents has been extended from 5 to 10 years, thus harmonising the archiving period for financial 

statements with that of the background documents used in their preparation. 

If the tax authority identifies repeated instances of administrative tort consisting in a failure to keep accounts, 

a failure to prepare financial statements, accounting out of account books, accounting in fictitious accounting 
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cases, concealment and a failure to account on facts occurred, the tax authority can apply for cancellation of 

the trading licence.  

The draft amendment also introduces the possibility of filing the financial statements of dissolved accounting 

entities with the Register of Financial Statements by their legal successors. 

In order to simplify business within the European Union, the draft amendment stipulates that financial 

statements drawn up according to IAS/IFRS Standards can also be prepared by European companies and 

European cooperatives based in the Slovak Republic that prepared the financial statements in question 

before the relocation of their registered offices to the territory of the Slovak Republic. The draft amendment 

also states that European companies and European cooperatives will not need to reassess their pricing of 

assets and liabilities, including depreciation and adjusting entries. 
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