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Expected changes in the Income Tax Act from January 1, 2021  

At the end of August 2020, the Government of the Slovak republic approved a bill which shall amend the 

Income Tax Act from January 1, 2021. Some of the proposed changes should have postponed effect from 

January 1, 2022. Below we bring you a brief summary of the most significant changes included in the 

proposed amendment to the Income Tax Act. 

The proposal should be discussed by the parliament in the second half of October 2020. In order for the 

proposed changes to enter into force, they must be approved by the National Council of the Slovak republic, 

signed by the president and published in the Collection of Laws of the Slovak republic. 

Adjustment of the tax residence 

The proposed amendment extends the definition 

of tax residence of natural persons from 

January 1, 2021. The Income Tax Act cancels 

the exemption from tax residence for natural 

persons who cross the borders of the Slovak 

republic on a daily basis for the purpose of 

performing a dependent activity in the Slovak 

republic and who would otherwise be taxpayers 

with unlimited liability in Slovakia. The aim is that 

the tax residence of natural persons who cross 

the borders of Slovakia on daily basis for the 

purpose of performing dependent activity should 

be determined according to the tie-breaker rule in 

the relevant double tax treaty. 

Besides, the definition of the place of the effective 

management of a legal person for the purposes 

of determining tax residence is clarified. The 

place of effective management is considered a 

place where most of the business and 

management decisions are made or taken on 

behalf of the legal entity, regardless of who 

makes these decisions. Decisions for smaller 

organisational units of legal entity or decisions of 

an administrative nature cannot be considered as 

decisions of this character. 

Reverse hybrid entities 

In connection with the implementation of Council 

Directive (EU) 2017/952 (the so-called ATAD 2 

Directive), the proposed act supplements the 

Income Tax Act with legislation concerning 

a reverse hybrid entity.  

At the same time, the definition of a transparent 

company is being introduced, i.e. a company that 

is taxed only at the level of shareholders, which 

are mainly general partnerships and limited 

partnerships in Slovakia, or to a lesser extent 

other entities without legal capacity or with legal 

capacity taxed at the level of shareholders or 

income receivers (e.g., funds).  

A reverse hybrid entity is referred to a company 

that is considered as a transparent company in 

the country of incorporation, but according to the 

country of incorporator such company is 

considered as non-transparent. This could lead to 

a situation where income is not taxed at the level 

of the transparent company nor at the level of the 

shareholder (partners) of the company.  

Pursuant to the new provision of the Income Tax 

Act for a reverse hybrid entity, the incomes 
attributable to foreign (non-resident) 
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shareholders meeting the criteria of 50 % or 
more in relation to transparent companies will 
be taxed at the level of a transparent company 
at corporate income tax rate of 21 %, if these 
incomes of the non-resident cannot be taxed 
through a permanent establishment in 
Slovakia according to Section 16(3) or 
according to Section 16 of the Income Tax Act 
and the incomes will not be taxed in the 
country of residence of the non-resident, nor 
abroad. Foreign shareholder of transparent 

companies will be subjects to additional 

notification obligations. 

The subjects of collective investment that have a 

wide range of unit-holders where the ownership 

of the fund is dispersed and where no unit-holder 

has a controlling interest, diversified portfolio of 

securities and are subject to investor protection 

regulation in Slovakia are granted the exemption 

to the application of this provision. 

The provisions concerning the tax regime of 

a reverse hybrid entity shall apply for the first time 

in a tax period beginning on January 1, 2022 at 

the earliest. 

Extension of CFC rules to natural 
persons 

In order to limit a tax avoidance and to tax in 
Slovakia shares in profits (dividends) of 
a foreign company or of an entity, whose 
income weren´t tax at least at the minimum 
effective tax rate or are domiciled in non-
cooperating countries, the amendment to the 

Income Tax Act shall introduce rules for 

controlled foreign companies (so-called CFC 

rules) from January 1, 2021, even for natural 

persons. 

By applying the CFC rules, in Slovakia, the profit 

shares (dividends) in a CFC company shall be 

taxed at the moment of their potential claim of 
a natural person’s taxpayer and not when 
they are paid. The rules will force the CFC 

company to pay the profit shares (dividends), so 

the taxpayer – a natural person, may then set off 

the tax already collected from these assigned 

profit shares.  

The new CFC rules will apply to the direct and 
indirect participation of a natural person in 

a foreign controlled company, while the income is 

allocated from the economic result as reported 

abroad. Income taxation is proposed through a 

separate tax base, similar to dividends, while the 

same tax rates as for the taxation of profit shares 

are applied, i.e. 7 % or 35 % for non-cooperating 

countries. The taxpayer will be able to set off the 

tax paid in the following tax periods when the 

dividends are essentially paid. 

See more detailed information in our eBook. 

Performance within active labour 
market policy 

Performances provided under an active labour 

policy for projects to support the retention of jobs 

and to support the retention of employees in 

connection with the declaration of an 

extraordinary state or emergency state shall be 

exempt from income tax, both employers who 

are natural and legal persons. Pursuant to the 

proposed transitory provisions, this provision will 

apply for the first time when submitting a tax 

return after December 31, 2020, i.e., most 

employers will be able to use the exemption 
also for allowances they received during 2020 

under measures to avoid negative effects of 

https://accace.com/what-will-the-amendment-to-the-income-tax-act-bring-to-individuals-from-2021-in-slovakia-ebook/
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COVID-19 pandemic on the business 

environment.  

Regarding the exemption of allowances, it is 

essential to point out that it will be needed to 

exclude expenses linked to exempted income 

from the tax base. 

Extension of incomes of non-
residents that are considered as 
incomes from a source in Slovakia 

The income of a taxpayer with limited tax liability 

from a source in Slovakia shall include also the 

income from the sale of virtual currency if the 

payment comes from a taxpayer with unlimited 

tax liability in the territory of Slovakia. 

Tax advances 

In the case of advances on corporate income tax, 

the obligation to pay the difference on tax 
advances paid from the beginning of the next tax 

period to the deadline for submitting a tax return 

should be cancelled from January 1, 2021, in 

case that on the basis of the submitted tax return, 

the taxpayer would be obliged to pay higher tax 

advances for the following tax period. 

Furthermore, according to the proposed 

amendment to the Income Tax Act, the tax 
administrator will send a notification on the 
amount and maturity of income tax advances 

to all taxpayers (natural and legal persons) from 
January 1, 2022. The tax administrator will be 

obliged to notify a taxpayer of this fact not later 

than 5 days before the due date of the tax 

advance. The exemption in this case is a situation 

when the tax administrator issues a decision on 

the different payment of advances. 

Changes in the case of application of 
employee tax benefits 

From January 1, 2021, the law should explicitly 

regulate that if an employee´s employment is 
terminated, the employer will take into account 

the tax bonus and the non-taxable part of the tax 

base for the last time in the calendar month in 

which the employee´s employment ended, unless 

declared by employee otherwise. 

Request for annual settlement 

With the effect from January 1, 2021, an 

employee may ask any employer for the annual 

settlement, who is a taxpayer and who has paid 

him a taxable wage during the tax period. 

Income tax registration 

The registration of taxpayer ex officio should be 

postponed from January 1, 2021 to January 1, 

2022 due to technical reasons of the Financial 

Administration and the individual registers. The 
current method will be valid until December 
31, 2021. The same postponement is proposed 

for the notification of changes which should take 

place automatically from January 1, 2022 based 

on data change in the relevant registers (e.g. 

change of registered office, name, etc.) 

From January 1, 2021, the obligation to register 

taxpayers who have a business license granted 

in another state, but due to the existence of 

a place of effective management in Slovakia, they 

are taxpayers with unlimited tax liability in 

Slovakia.
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Contact 

Katarína Balogová  

Tax Director 

E-mail: Katarina.Balogova@accace.com 

Tel.: + 421 2 325 53 000 

About Accace Slovakia 
Accace was established in 2006 in Bratislava. Accace Slovakia currently employs more than 120 
professionals and provides comprehensive range of services in the field of accounting outsourcing 
services, payroll processing and HR administration, tax and business advisory, legal and corporate 
services, up to advisory services for start-ups. In 15 years, we have developed into innovative provider 
of full-range BPO services in Slovakia. Accace regularly counts to TOP 10 advisory companies in 
Slovakia. The legal services are provided by our own established law firm - Accace Legal. Within 
Accace Group, we connect more than 600 experts and provide services to more than 2 000 clients. You 
can find us in Bratislava and Košice. 
 
Accace operates internationally as Accace Circle, a co-created business community of likeminded BPO 
providers and advisors who deliver outstanding services with elevated customer experience. Covering 
almost 40 jurisdictions with over 2,000 professionals, we support more than 10,000 customers, mostly 
mid-size and international Fortune 500 companies from various sectors, and process at least 170,000 
pay slips globally. 
 
More about us: www.accace.com | www.circle.accace.com | www.accace.sk  

 

Disclaimer 

Please note that our publications have been prepared for general 
guidance on the matter and do not represent a customized professional 
advice. Furthermore, because the legislation is changing continuously, 
some of the information may have been modified after the publication 
has been released. Accace does not take any responsibility and is not 
liable for any potential risks or damages caused by taking actions based 
on the information provided herein. 

Subscribe to our newsletter! 
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