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Posting of employees abroad in light of the new Transnational
Provision of Services Act
Transnational Provision of Services Act (hereinafter referred to as
“Act”) will enter into force in January 2018 implementing the provisions
of Directive 2014/67/EU of the European Parliament and of the Council
of 15 May 2014 into the Slovene legal system. The aforementioned Act will
govern the area of cross-border provision of services by posted employees
as well as the area of cross-border provision of services of self-employed
persons either from Slovenia to other EU Member States or from the latter
to Slovenia.
The Act expands the conditions for issuing A1 certificate, with which the
employee will prove his inclusion into social security system of one of the
EU Member States (usually in their home country from which they are
posted).
It is also important to point out the provisions of the Act, which stipulate
that Slovene companies, to which foreign employer posts the workers,
could be subsidiary responsible for the payment of wages and other
employment remuneration in accordance with the act governing the
employment relationships. Consequently, if foreign employer shall not
fulfill these obligations, Slovene companies could be liable for payment.
In the event of non-compliance with the conditions for the provision of the
cross-border services or in case these services are not registered, foreign
employers and foreign self-employed persons could be subject to penalties.
These will range from EUR 6,000 to 60,000 for foreign employer and
its responsible person, while the penalties for foreign self-employed
persons will range from EUR 1,000 to 30,000.
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How can we help?
Details how the Act will be implemented in practice are not yet known. We
will follow the development of the events in this respect. If you have any
further questions in connection with the provision of the cross-border
services, do not hesitate and contact us. PwC Slovenia can assist you with
verification of the compliance with the conditions for the provision of such
activities and can provide you with the support in the preparation and
submission of the request for the issuing the A1 certificate.

Slovene government expressed a negative
stance to the Commission’s proposal of
temporary application of the generalised
reverse charge mechanism
In February 2017, Slovene government issued a position of the Republic of
Slovenia regarding the European Commission’s proposal for a temporary
application of a generalised reverse charge mechanism (GRCM) in relation
to supplies of goods and services above a threshold of EUR 10,000.
Slovenia has a negative stance to the proposal, as the Government of the
Republic of Slovenia believes that the proposal is flawed and it does not
resolve the problem of VAT frauds in satisfactory manner.
GRCM is meant to prevent carousel frauds in the field of VAT even before
the introduction of the final arrangement of the VAT system, planned for
the year 2022. Under proposed GRCM the person liable for payment of VAT
is the taxable person to whom supplies of goods and services are made above
a threshold.
The introduction of the interim system would bring to the taxpayers
additional electronic reporting in relation to the supplies made to the
taxpayers under the interim system. This means that most of the taxpayers
would manage two parallel systems, which would definitely result in the
additional administrative burdens and costs, related to the adjustments of
the bookkeeping, IT systems and obligations of submission of additional
reports. In line with the position of the Republic of Slovenia, taxpayers would
not bear such burdens.
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Financial Administration is exchanging the tax rulings with the
relevant authorities of other European Union Member states
In line with the Council Directive 2011/16/EU and Council Directive
2015/2376, which were implemented into the Slovene legal system with
the Amendment of the Tax Procedure Act, the Financial Administration of
the Republic of Slovenia (FURS) is obliged to exchange the advance
cross-border tax rulings (known also as binding opinions) with the relevant
authorities of the EU Member state and European commission. The
exchange obligation is applicable also for the advance pricing agreements
and has its basis also in the Action 5 of Base Erosion and Profit Shifting
Report (BEPS). Exchange of cross-border tax rulings is not necessary,
when this included only tax matters of one or more natural persons.
In the process of submission of the request for issuing of the cross-border
tax rulings the tax payer will have to fulfil a special form, in which he will
disclose domestic and foreign contractual parties in the transaction,
regardless of the EU member state of their seat.
FURS will report the required data into the central database in three
months after the expiry of the half of the calendar year in which advance
pricing agreement or cross-border tax ruling was issued or changed.
Among others FURS will report the identification of the legal entity and
the group of entities to which this entity belongs, summary of the content
of the ruling, with the general description of activities or transactions, date
of issuing, start and end of the validity of the ruling, type of the ruling,
transaction amount, description of the measures and methods for
determination of transfer prices, possible other member states, that could
be affected by the ruling and the names of the legal entities on which this
ruling could have its effect.
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How can we help?
PwC Slovenia has vast experience with the preparation and submission of
requests for the issuing of the advance cross-border tax rulings and
participation in the advance pricing agreement procedures. In case of any
additional questions about the described procedures, we will gladly help
you.

Reforms of tax legislation in Croatia
– impact on Slovene companies
On 2 December 2016, Croatian Parliament adopted package of tax
regulations with majority of changes entering into force on 1 January 2017.
Since many Slovene companies conduct business in Croatia, we want to
bring to your attention the most important changes.

Corporate Income Tax
The main changes in the corporate income tax system are the
following:
• a decrease in the regular tax rate from 20% to 18%;
• introduction of a reduced corporate income tax rate of 12% for the
taxpayers whose revenue in a tax period does not exceed 3 million
HRK (EUR 400,000);
• entertainment cost shall be recognisable expense in the amount of
50% (previously 30%)
• possibility of concluding an advance pricing agreement between the
taxpayer and the Tax Administration.
Furthermore, a possibility is introduced that the taxpayer determines the
interest charged between related parties in accordance with the arm’s
length principle in a way stipulated for determining the fees agreed
between unrelated parties and not just as was allowed until now by
determining in accordance with the recognized interest rate, under the
condition that the same modality of determining interest applies to all
financial agreements that taxpayer has with related parties.

PwC | Tax News Slovenia | April 2017

Reforms of tax legislation in Croatia
– impact on Slovene companies
Value Added Tax

Personal income tax

The two most important changes in the VAT system are the
following:
• Two tax rates in force instead of three tax rates – 25% and 13% (from
1 January 2017);
• Raise of a threshold for entering into the VAT system from 230,000 to
300,000 HRK (from 1 January 2018).

With 1 January 2017 came in force also certain changes to the
Personal income taxation, namely introduction of only two tax
rates:
• 24% tax rate for income, where monthly income is lower than 17,500
HRK (that is annual income less than 210,000 HRK, which is
approximately 28,250 EUR); and
• 36% tax rate for monthly income above 17,500 HRK (annual income
above 210,000 HRK).

Additional changes in the VAT system include also:
• Possibility of applying VAT option loans and credits granted occasionally
(from 1 January 2017);
• Possibility of applying VAT option with respect to the supply of real estate
being in use for more than two years and the supply of non-construction
land when the buyer has the right to deduct the total amount of input
VAT based on that supply is defined more clearly (from 1 January 2017);
• Introduction of the right to 50% input VAT deduction for the purchase
of personal cars and related supplies and a change to the non-cash VAT
settlement of import of machinery and equipment in line with the
requirements from the Act (from 1 January 2018).
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The reform also imposes higher tax allowance, changed categories of the
taxable and non-taxable income, definitions of family members for the
purposes of claiming the allowance for dependants and the modalities of
calculation of income.

Let’s talk!
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