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First aid contributions of 4B from tax perspective in Slovakia:
single-person limited liability company

From January 1, 2021, a new exemption from income tax of the legal person was established for a
taxpayer who is a legal person, according to § 13 par. 2 letter k) of the Income Tax Act (referred to as the
“ITA”), according to which according to which are exempted e.g. benefits provided under active labour
market policy according to § 54 par. 1 letter €) of the Employment Services Act. These are therefore
contributions within the so-called First aid, First aid plus, or also the future First Aid plus plus.

Please note, that in terms of provisional the above-mentioned exemption shall be used for the first time
also when submitting tax return from income of legal persons after December 31, 2020. This means, that
the exemption will apply when determining the tax base or tax loss of legal persons and also for a tax
period of calendar year of 2020 or for a tax period that is an economic year, for which a tax return is
submitted after December 31, 2020 or for another tax period for which the tax return is submitted after

December 31, 2020.

Which contributions are not exempt
from income tax?

However, it is sometimes mistakenly believed
that revenues from other subsidies in connection
with the COVID-19 situation are also exempt from
the tax, e.g. rent subsidies according to the Act
on the provision of subsidies within the
competence of the Ministry of Economy of the
Slovak Republic, revenues from the contribution
to the support of tourism in connection with the
mitigation of the negative consequences of the
pandemic, which arose due to the COVID-19
disease according to the Act on the Support of
Tourism, etc. These and other subsidies are
considered taxable income and are subject to
tax.

What to consider at the end of the year
in relation to the received grants?

When determining tax base or tax loss in
connection with the received grants, a principle
of maintaining neutral effect on the tax base is
applied. This means, that if the revenue from the
grant in the amount affecting the economic result
(note: recognized in income) is tax exempted,
then then the costs related to it temporally and
materially are not tax expenditures according to §
21 par. 1 letter j) of ITA.

However, if the revenue from the grant, in the
amount affecting the economic result, is not tax

exempted, i.e. it is a taxable income, then the
time and material costs associated with it, for the
payment of which subsidies were provided
included in taxable income (revenues) are tax
expenditures according to § 19 par. 2 letter m) of
ITA.

Elimination of expenses in relation to
grants for single-person limited
liability company

Probably, the most questions in relation to this
arise when eliminating the effect of grants on the
tax base in case of so-called single-person
limited liability company which can apply for a
contribution within so-called 4B measures. It is
true that single-person limited liability company
accounts for the contribution under measure 4B
in the time and material relation with the
accounting period to which the so-called eligible
period for which the applicant is applying for a
contribution belongs to, in favour of account 648
- Other revenues from economic activity.

Revenue booked this way is exempt from tax and
is thus a deductible item which appears on the
line 230 in the tax return of legal person. With a
goal to reach neutral effect of the received grant
within the 4B measures for a tax base or tax loss,
the single-person limited liability company
excludes from tax expenses costs related to
income not included in the tax base in
accordance with § 21 par. 1 letter j) of ITA.
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Please note, that in contrast to measures 1, 3A or
3B in the case of a single-person limited liability
company that can claim a contribution under
measure 4B may incur no labour costs. In case of
measures 1, 3A or 3B to maintain neutrality in the
calculation of the tax base, these costs are
excluded through the so-called "addable items".

The purpose of the contributions within 4B
measure is to support single-person limited
liability company to replace missing revenues.
Based on the above, it can be stated that this
contribution was acquired by a single-person
limited liability company in connection with its
business activity. Therefore, it is necessary to
exclude from the booked costs that part of the
costs that are temporally and materially related to
the tax period for which the contribution under
measure no. 4B was provided, up to the amount
of the recognized revenue from the contribution
within 4B measure. Therefore, any costs incurred
by the company can be excluded.

Please consider, that the excluded costs are
not tax expense and they are an item

increasing the tax base, which is shown in the
tax return of legal person in a table of auxiliary
calculations A on line 14 (subsequently on line
130).

In practice, basically two situations can arise in
this context:

= Costs for a tax period over the amount
of contributions within 4B measure. In
this case, a part corresponding to the
amount of contributions within 4B
measure that are exempt from tax, will
not be included in the tax expenses.

= |f the costs for a tax period, that include
so-called eligible period, are not over
the amount of contributions within 4B
measure, will be exempted from tax
expenses only in the amount in which
they arose. For example, if a single-
person limited liability company doesn’t
report any costs, it won’'t add to the tax
base. Of course, the exemption of the
amount of subsidy booked in income
remains.

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.
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About Accace Slovakia

Accace was established in 2006 in Bratislava. Accace Slovakia currently employs more than 120
professionals and provides a 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 an innovative provider
of full-range BPO services. We are regularly listed among the TOP 10 advisory companies in Slovakia. The
legal services are provided by our own established law firm, Accace Legal. You can find us both in
Bratislava and KosSice. Within Accace Group, we connect more than 600 experts in 40 locations and provide
services to more than 2,000 clients.

About Accace Circle

Accace operates internationally as Accace Circle, a co-created business community of like-minded 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.

Please visit www.accace.com and www.circle.accace.com for more information.
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