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1. ENTERPRISES
1.1 Corporation Income Tax 

According to the provisions of the Article 3 of the Corporate Income Tax Act taxpayers shall be legal entities of domestic and foreign law. A taxpayer shall also be a company and/or any association of persons (partnerships and other corporate forms, investment funds etc. as residents), including a civil law company subject to foreign law, which does not have legal personality and is not considered a taxpayer subject to the personal income tax.

A resident shall be a taxpayer who meets on of the following conditions: 

- the residents registered office is located in Slovenia;

- the residents place of effective management is located in Slovenia.
A non-resident shall be a taxpayer who meets neither of the above mentioned conditions. Subsidiaries of a foreign legal entity in Slovenia are under the provision of the Corporate Income Tax Act considered as a resident of Slovenia and liable to corporation income tax.  

Foreign enterprise that performs business activities in Slovenia through a branch or in any other similar way is a non-resident of Slovenia. According to the Article 4 of the Corporate Income Tax Act non-residents are only taxed on Slovenian source income. Income of a foreign enterprise or a sole entrepreneur/self-employed person has a Slovenian source when its business is carried on in or through a business unit (BU) of a non-resident (permanent establishment - PE) situated in Slovenia. As a consequence only income that a foreign enterprise (non-resident) earns through or in a business unit situated in Slovenia is taxed in Slovenia. Foreign enterprise is also taxed in Slovenia on the types of income that are subject to withholding tax.  
According to Article 6 of the Corporate Income Tax Act a business unit of a non-resident (BU) for tax purposes is defined as a fixed place of business through which the business of a foreign enterprise is wholly or partly carried on in Slovenia.
The term BU or PE as defined above includes primarily: 
· an office, a branch, a factory, a workshop, a mine, a quarry or other place of extraction of natural resources
· a building site or construction and assembly project including the supervision and counselling activities connected with it, if it exists for more than 12 months counting from the date of the start of auxiliary and preliminary works. 

Apart from that, BU also includes a person (natural or legal) acting in Slovenia on behalf of the foreign enterprise if they have, and habitually exercise in Slovenia, an authority to conclude contracts in the name of that foreign enterprise, unless their activities are limited only to the purchase of goods or merchandise for that enterprise.

BU would also include brokers, general commission agents or any other agents of an independent status carrying on their own business if a foreign enterprise partly or wholly carried on business in Slovenia through them and if the relationship between the foreign enterprise and the agent were not the one between two independent market participants or two associated enterprises.
1.2 Withholding tax 

Withholding tax in Slovenia is imposed on certain amounts and types of corporate or business income with the Slovenian source paid to non-residents.
According to the Article 70 of the Corporate Income Tax Act the tax shall be calculated, withheld and paid at the rate of 15% on the income of residents and non-residents – other than dividends and income similar to dividends paid through a non-resident’s BU located in Slovenia – whose source is in Slovenia, i.e.:
· Dividends and income similar to dividends. Income similar to dividends shall be considered hidden profit distribution made to a person who directly or indirectly holds at least 25% of the value or number of shares or holdings in the capital, management or control of the payer or controls the payer on the basis of a contract or in a manner different from relations between non-associated enterprises. Hidden profit distribution shall be any fee guaranteed by the payer to the person referred to in the preceding sentence, especially the provision of all forms of assets and provision of services, including release from a debt, without payment or at a price lower than the comparable market price, or payment for the purchase of all forms of assets and services at a price higher than the comparable market price or payment for assets and services where assets were not acquired or services were not provided. The tax shall not be calculated, withdrawn and paid on income which is paid to a non-resident, who is resident of the EU and/or EEA member states other than Slovenia, and is a person liable for tax on income in the country of residence, on the condition that this is not an income paid to a BU of that non-resident in Slovenia and if that non-resident cannot claim the tax in the country of residence, as he or she for example claims exemptions of dividends from the tax base, and the purpose of the transaction is not tax avoidance.
· Interest, except interest accrued from loans to the Republic of Slovenia or to authorized agencies responsible for financing international business for which Slovenia provides guarantees and bonds issued by the Republic of Slovenia or by the same authorized agencies and except interest paid by banks unless the banks pay interest to persons or entities in countries (non-EU Members) with the general or average nominal profit tax rate of less than 12.5%. The list published by the Ministry of Finance of the Republic of Slovenia and the Financial Administration of Slovenia can be found in the section 2.1  Taxation of the foreign enterprises – Withholding tax (Answer no. 6).
· Royalties, which means payments received as a consideration for the use of, or the right to use of copyright, patents, trademarks, designs or models, plans, secret formulas or processes or information on industrial, commercial or scientific experience 
· Rents received from real estate in Slovenia 
· Payments for performance of artistes and sportswomen or sportsmen when they receive them through an intermediary entity
· Payments for consulting, marketing, market research, services in the fields of human resources management, administration, information technology and legal services provided to a person or entity with a registered seat or a place of effective management in a country with the general average nominal profit tax rate of less than 12.5%. The list published by the Ministry of Finance of the Republic of Slovenia and the Financial Administration of Slovenia can be found in the section 2.1 Taxation of the foreign enterprises – Withholding tax (Answer no. 6).
· When the payment is made to non-residents of countries with which Slovenia has concluded the International treaty on avoidance of double taxation of income, non-residents have two possibilities for claiming the benefits that they enjoy under International treaty on avoidance of double taxation of income for earning income, taxed at source in Slovenia:

· reduction or exemption of tax deduction payment,
· refund of tax deducted. 
Non-residents can submit to the tax payer a completed appropriate request for a reduction or exemption from the tax which they would otherwise pay in compliance with Slovene taxation law before the payment. 
If a taxpayer has not acted in compliance with Article 260 of the Tax Procedure Act and irrespective of the privileges provided by international treaty has accounted tax at rates that are provided by taxation law or Tax Procedure Act and in consequence of this a higher amount of tax was paid than would have been paid in compliance with the international treaty, the recipient of income may request a refund of tax, representing the difference between the amount of tax was accounted by use of the rate provided by taxation law or Tax Procedure Act, and the amount of tax that would have been accounted by use of the tax rate provided by the international treaty.
The appropriate forms i.e. special tax forms for claiming verification of treaty entitlement or claiming tax refunds have been published. 

More information about claiming benefits under applicable international treaties on avoidance of double taxation of income is available in brochure International taxation – General explanation. 
Tax Procedure Act in Article 373 and 374 determines a person or entity that has the status of the payer of tax according to Article 58 of the Tax Procedure Act to be responsible to calculate and deduct the tax at the time of the calculation and payment of income. The payer of tax has to remit the tax by filing the ODO-1 Form with the competent tax authority at the moment when the income is credited to the recipient. 

In the case income is credited to self-employed persons the responsibility of withholding the tax is determined by Article 68 of the ZDoh-2. Article 305 of the Tax Procedure Act in this case also confers the task of withholding the tax to the payer of tax at the moment 15 % when the income is paid to the recipient. At the time of remittance the payer of tax files the REK Form to the competent tax authority.
The tax shall not be calculated, withheld and paid on the income referred to in the first paragraph of  the Article 70 of the Corporate Income Tax Act which is paid to Slovenia or a local authority in Slovenia, the Bank of Slovenia, a resident taxpayer who has notified the payer of his/her tax number and a non-resident taxpayer liable for the tax on income obtained by performing activities in or through a business unit in Slovenia and who has informed the payer about his tax number, provided the income was paid to that business unit.
According to the third paragraph of the Article 70 of the Corporate Income Tax Act the tax shall not be calculated, withdrawn and paid on income referred to in point 1 of the first paragraph of Article 70 of the Corporate Income Tax Act which is paid to a non-resident, who is resident of the EU and/or EEA member states other than Slovenia, and is a person liable for tax on income in the country of residence, on the condition that this is not an income paid to a business unit of that non-resident in Slovenia and if that non-resident cannot claim the tax under the first paragraph of this Article in the country of residence, as he or she for example claims exemptions of dividends from the tax base, and the purpose of the transaction is not tax avoidance.
· There are also some exceptions which are mostly related to the EU Parent-Subsidiary Directive and to the EU Interest and Royalties Directive that seek to ensure equal tax treatment of transactions of dividends, interest and royalties within a Member State and transactions of dividends, interest and royalties between different Member States in the EU thereby enforcing the effective operation of the single market. More information is available in the section 2.1 Taxation of the foreign enterprises – Withholding tax. 

1.3 Taxation of the business unit (BU) or a permanent establishment (PE) of foreign enterprises in Slovenia
Tax liabilities of the foreign enterprise carrying on its business activities through or in the business unit of a non-resident in Slovenia can be summarized in the following points:
· Corporate Income Tax in Slovenia is paid through the Corporate Income Tax Return at the rate of 17% 19%.The return has to be filed with the competent tax authority in 3 months from the beginning of the current tax year for the previous tax year (usually 31st of March when the tax year is the same as the calendar year). Different deadlines are in place for taxpayers in special circumstances like bankruptcy procedure, mergers, acquisitions, closure of business etc. 
· Tax year is the same as the calendar year by default, but the taxpayers may choose a different tax year that coincides with their business year. This is done by a written request to the tax authority at least 45 days before the date of the new tax year. A new business has to notify the competent tax authority about the different tax year 8 days after the registration in Slovenia. The tax authority confirms a different tax year to the taxpayer by a written statement in 15 days. 
· The taxpayers are required to pay advance tax payments during the year. They are calculated on the basis of the tax return of the previous tax year for the current tax year. They are paid monthly (if the amount of the payment is more than 400 euros) or in three-month period instalments (if the amount of the payment is less than 400 euros). They are due on the 10th day after the period. When the taxpayer starts carrying on business in Slovenia it has to calculate the advance tax payment on the basis of the planned tax return filed with the competent tax authority in 8 days after the registration in Slovenia. The amount of the advance tax payments can be changed during the tax year if the tax base of the business for the current tax year is different from the tax base of the previous year. The change can be requested by a written statement 30 days prior to the end of the instalment period to the competent tax authority to which the tax return, estimate of the tax base for the current year and information that proves such change has to be attached. 
· A business unit of a non-resident is also required to withhold the tax on types of income subject to withholding tax. More information on tax withholding is found in the section 2.1 Taxation of the foreign enterprises – Withholding tax (Answer no. 5).
According to Article 12 of the Corporate Income Tax Act a BU in Slovenia pays tax on profits that are attributable to the BU in accordance with the transfer pricing rules. In general, profits attributable to the BU are defined as the profits a BU might be expected to make, in particular in its dealings with other parts of the enterprise, if it were a separate and independent enterprise engaged in the same or similar activities under the same or similar conditions – arm’s length principle. Expenses which a foreign enterprise incurred for the purposes of the BU including executive and general administrative expenses in relation to the BU, whether in Slovenia or elsewhere, shall be allowed to be deducted from the tax base attributed to the BU.
1.4 Taxation of the business unit (BU) or a permanent establishment (PE) of foreign enterprises under the provisions of the international treaties on avoidance of double taxation of income (DTA)
The basic rule contained in international treaties on avoidance of double taxation of income stipulates that the profits of an enterprise of a Contracting State shall be taxable only in that State unless the enterprise carries on business in the other Contracting State through a permanent establishment situated therein. If the enterprise carries on business as aforesaid, the profits of the enterprise may be taxed in the other State but only so much of them as are attributable to that permanent establishment.
In some DTA´s there is a provision about taxation of Independent Personal Services which stipulates that income derived by an individual who is a resident of a Contracting State in respect of professional services or other activities of an independent character shall be taxable only in that State unless he has a fixed base regularly available to him in the other Contracting State for the purpose of performing his activities. If he has such a fixed base, the income may be taxed in the other State but only so much of it as is attributable to that fixed base.
1.5 Examples of business activity in Slovenia
a) Foreign enterprise carrying on business activities in Slovenia
In general, Articles 676 and 680 of the Companies Act provide for the requirement that a foreign enterprise can only start carrying on business in Slovenia upon registration. Non-resident companies carrying on business in Slovenia have to be entered into the Court Register and non-resident sole entrepreneurs or self-employed persons (small businesses) carrying on business in Slovenia have to be entered into the Business Register. However, in accordance with EU legislation that provides for effective operation of the single market the registration rules are relaxed for companies and businesses from EU Member States. More information about setting up a business in Slovenia can be found here.

Apart from this requirement, a separate register is in place for tax purposes – the Tax Register. Article 53 of the Financial Administration Act requires all entities carrying on business in Slovenia to be entered into the Tax Register and to receive the tax identification number (TIN). Entities entered into one of the aforementioned primary registers are automatically evidenced in the Tax Register as well and receive the tax identification number. The newly registered branch of a foreign enterprise has to inform the competent tax authority in 8 days after the registration about the number of places and the location of places of business (a place where the business is carried on), other foreign branches abroad, capital investments at home and abroad, bank account numbers, associated enterprises and the person responsible for taking care of the accounting documents of the enterprise. More information on registration and tax liabilities of foreign companies who carry on business in Slovenia can be found here.
Foreign enterprise receive notice when they entry into the Tax Register about their tax obligations from carrying on business activities in Slovenia to encourage them to more accurately and with greater care correctly determine the potential existence of a business unit in Slovenia. Incorrect determination of a business unit may result in avoidance of tax liabilities in Slovenia. The existence of a non-resident business unit in Slovenia does not keep separate examination proceedings and shall not issue a declaratory decision. Person who meets the conditions for the existence of a non-resident business unit in Slovenia is obliged to submit a tax return by him/herself.
The legal entity, which on the territory of the Republic of Slovenia has neither seat of business activities nor permanent establishment and performs economic activities in Slovenia, is considered a taxable person for VAT purposes. More information about identification and obligations of foreign tax payers for VAT can be found here.
b) Carrying on business in Slovenia as sole entrepreneurs or self-employed persons (small businesses), registered abroad

Sole entrepreneurs or self-employed persons (small businesses) who are  carrying on business in Slovenia are liable to personal income tax if they are  present in Slovenia for more than half a year (183 days in a calendar year with or without interruptions) and are carrying on business through business unit or permanent establishment, located in Slovenia. 

Non-resident sole entrepreneurs or self-employed persons (small businesses) carrying on business in Slovenia have to be entered into the Business Register. However, in accordance with EU legislation that provides for effective operation of the single market the registration rules are relaxed for companies and businesses from EU Member States. More information about setting up a business in Slovenia can be found here.

Non-resident sole entrepreneurs or self-employed persons (small businesses) carrying on business in Slovenia also have to be entered into a separate register in place for tax purposes – the Tax Register. Article 53 of the Financial Administration Act requires all entities and individuals carrying on business in Slovenia to be entered into the Tax Register and to receive the tax identification number (TIN). More information on registration and tax liabilities of foreign sole entrepreneurs or self-employed persons (small businesses) who carry on business in Slovenia can be found here. 

Sole entrepreneurs or self-employed persons (small businesses), which on the territory of the Republic of Slovenia has neither seat of business activities nor permanent establishment and performs economic activities in Slovenia, are considered as a taxable person for VAT purposes. More information about identification and obligations of foreign tax payers for VAT can be found here.
More detailed information about taxation of residents according to worldwide income and taxation of non-residents is available in the detailed description International taxation – General explanations.
2. QUESTIONS AND ANSWERS

2.1 Taxation of foreign enterprises – Withholding Tax 
Question 1: How are foreign enterprises taxed in Slovenia? 

Foreign enterprise that performs business activities in Slovenia through a branch or in any other similar way is a nonresident of Slovenia. According to the Article 4 of the Corporate Income Tax Act nonresidents are only taxed on Slovenian source income. Income of a foreign enterprise or a sole entrepreneur/self-employed person has a Slovenian source when its business is carried on in or through a business unit of a nonresident (permanent establishment) situated in Slovenia. As a consequence only income that a foreign enterprise (nonresident) earns through or in a business unit situated in Slovenia is taxed in Slovenia. Foreign enterprise is also taxed in Slovenia on the types of income that are subject to withholding tax.  

The answers to the questions below deal with the withholding tax rules.
Question 2: Who is subject to withholding tax (a tax deducted at source) in Slovenia? 

Primarily withholding tax in Slovenia is imposed on certain amounts and types of corporate or business income with the Slovenian source paid to nonresidents.

Question 3: What is the withholding tax rate?

According to the Article 70 of the Corporate Income Tax Act the rate is 15%. 

Question 4: Who has the responsibility to calculate, deduct and pay the withholding tax?
The responsibility of calculating, deducting and remitting the withholding tax in the name of the recipient of income lies with the person or entity which pays the income. Article 58 of the Tax Procedure Act defines this person as having the status of the payer of tax.     

In general, the payer of tax is a legal entity, sole entrepreneur or a business unit of a nonresident in Slovenia (for example a branch of a foreign company) that pays or credits the income from which the tax has to be withheld. Payer of tax can also be an agent that pays the income to the beneficial owner as an intermediary.
Question 5: What types of corporate income are subject to withholding tax (a tax deducted at source) in Slovenia according to the Corporate Income Tax Act and Personal Income Tax Act?

Article 70 of the Slovenian Corporate Income Tax Act lists the following types of Slovenian income that is subject to withholding tax: 

· Dividends and income similar to dividends

· Interest, except interest accrued from loans to the Republic of Slovenia or to authorized agencies responsible for financing international business for which Slovenia provides guarantees and bonds issued by the Republic of Slovenia or by the same authorized agencies and except interest paid by banks unless the banks pay interest to persons or entities in countries (non-EU Members) with the general or average nominal profit tax rate of less than 12.5%

· Royalties, which means payments received as a consideration for the use of, or the right to use of copyright, patents, trademarks, designs or models, plans, secret formulas or processes or information on industrial, commercial or scientific experience

· Rents received from real estate in Slovenia

· Payments for performance of artistes and sportswomen or sportsmen when they receive them through an intermediary entity (Corporate Income Tax Act only deals with intermediaries legal entities or agents, tax treatment of artistes and sportswomen or sportsmen as natural persons is dealt with in the answer to the question no. 7 in Brochure Personal Income Tax – Advance Tax Payment)  
· Payments for consulting, marketing, market research, services in the fields of human resources management, administration, information technology and legal services provided to a person or entity with a registered seat or a place of effective management in a country with the general average nominal profit tax rate of less than 12.5%

Question 5.1: What are the exemptions of the withholding tax on dividends and income similar to dividends in Slovenia? 

According to Article 70, paragraph 3 of the Corporate Income Tax Act tax on Slovenian source dividends and income similar to dividends is not withheld if they are paid to an enterprise nonresident of Slovenia, who satisfies the following conditions:

· it is a resident of another EU or EEA Member State

· it is liable for tax in its own country of residence and

· it cannot take advantage of the foreign tax credit in its country of residence for tax paid on dividends that were received in Slovenia since in its country of residence it is obliged to deduct them from the tax base and therefore cannot credit tax withheld in Slovenia against its corporate tax in its country of residence.

This exemption from withholding tax does not apply if dividends are received by the business unit of a nonresident (permanent establishment) in Slovenia. Additional condition here is that the transaction does not represent a mechanism to avoid taxation.      

Article 70, paragraph 5 of the Corporate Income Tax Act furthermore extends the exemption from withholding tax on dividends and income similar to dividends  paid to nonresident pension funds, investment funds and insurance companies that are authorized to offer a pension plan if they satisfy the following conditions:

· they are residents of another EU or EEA Member State

· they cannot take advantage of the foreign tax credit in their country of residence for tax paid on dividends that were received in Slovenia since in their country of residence they are obliged to deduct them from the tax base and therefore cannot credit tax withheld in Slovenia against tax liability in their country of residence.

Inability to take advantage of the foreign tax credit can also be due to company’s or fund’s (apart from the obligation to deduct dividends from taxable income) 0% rate of taxation in the country of residence of the recipient of dividends. The same as above, this exemption from withholding tax does not apply if dividends are received by a nonresident (resident of the EU) in connection to its business unit (permanent establishment) in Slovenia.

Regardless of the withholding tax exemption rules explained above the tax has to be withheld in any case when income is paid to entities in countries with which Slovenia has not secured an agreement on exchange of information in tax matters and the country is put on the list published by the Minister of Finance of Slovenia. The list currently includes Liechtenstein does not include any county.

Question 6: Which are the countries with the general average nominal profit tax rate of less than 12.5%?

The countries with the general average nominal profit tax rate of less than 12.5% are defined in the Article 70 of the Corporate Income Tax Act and according to this article they have to appear on the list and be published by the Ministry of Finance of the Republic of Slovenia and the Financal Administration of Slovenia.

Currently the list entails the following countries: 

1. Bahamas (publication on the list on 28th of May 2007)

2. Barbados (publication on the list on 28th of May 2007)

3. Belize (publication on the list on 28th of May 2007)

4. Brunei (publication on the list on 28th of May 2007)

5. Dominican Republic (publication on the list on 28th of May 2007)

6. Costa Rica (publication on the list on 28th of May 2007)

7. Liberia (publication on the list on 28th of May 2007)

8. Liechtenstein (publication on the list on 5th of March 2008)

9. Maldives (publication on the list on 28th of May 2007)

10. Marshal Islands (publication on the list on 28th of May 2007)

11. Mauritius (publication on the list on 28th of May 2007)

12. Oman (publication on the list on 28th of May 2007)

13. Panama (publication on the list on 28th of May 2007)

14. Saint Kitts in Nevis (publication on the list on 28th of May 2007)

15. Saint Vincent and Grenadines (publication on the list on 28th of May 2007)

16. Samoa (publication on the list on 28th of May 2007)

17. Seychelles (publication on the list on 28th of May 2007)

18. Uruguay (publication on the list on 28th of May 2007)

19. Vanuatu (publication on the list on 28th of May 2007)
Question 7: How is the income of nonresident artistes and sportswomen or sportsmen who perform in Slovenia as members of an orchestra from abroad or play as members of a club or any other institution from abroad that employs them taxed in Slovenia?

Taxation of income received by a nonresident club for playing a game in Slovenia or income received by a nonresident orchestra or a theater for their performance in Slovenia is done on two levels in accordance with the Personal Income Tax Act and Corporate Income Tax Act. 
When nonresident artistes and sportswomen or sportsmen (“performers”) conclude an employment contract with the foreign orchestra, theater, club or any other institution in order to perform or play in them, the part of their salary that they receive for performances of the institution in Slovenia has a Slovenian source in accordance with the Article 9 of the Personal Income Tax Act. This gives Slovenia the right to tax the part of their salary that can be attributed to the performance of the institution in Slovenia and was paid out to them by the institution. 

If a DTA was concluded between the performer’s country of residence and Slovenia the provisions of the DTA have to be taken into account additionally in order to determine whether the performer’s tax liability in Slovenia exists or not. Paragraph 1 of the Article 17 of most of the DTAs that Slovenia has concluded so far usually deals with the taxation of performers and provides for the right of the source country to tax the income obtained in respect of their performance.

Since there is no payer of tax (salary is paid by a foreign entity) the performer is required to file the tax return form for assessing personal income tax prepayment for income from employment or income from other contractual relationship for non-residents with the competent tax authority in Slovenia in fifteen days after the receipt of income.

More details on taxation of income from employment in Slovenia are further explained in the answer to the question no. 3 in the section 2.1 Personal Income Tax, Advance Tax Payment in the brochure Taxation of individuals - non-residents in Slovenia. 
On the second level, Article 70 of the Corporate Income Tax Act provides for taxation of income in respect of personal activities exercised by the performer in Slovenia in her/his capacity that does not accrue to the performer herself/himself but to another person. Article 17 paragraph 2 of most of the DTAs Slovenia has concluded so far includes the same provision. This means that an orchestra, a theater, a club or any other institution performing in Slovenia will be taxed on the part of income it receives directly as a result of the performance of all their employees in Slovenia. Compensation for other services that are provided by the institution (for example technical assistance related to the performance) shall be exempt from tax.   

Question 7.1: How is the tax withholding done and what is the tax rate? 

It is the responsibility of the payer (usually an organizer of the event) that has the status of the payer of tax (legal entity, sole entrepreneur, a business unit of a nonresident – for example a branch of a foreign company in Slovenia – or an agent) to withhold the tax at the rate of 15% at the time of payment of income to an orchestra or a club or any other institution from abroad that employs artistes and sportswomen or sportsmen for its performance. 

Question 7.2: How can nonresident artistes and sportswomen or sportsmen who perform in Slovenia as members of an orchestra from abroad or play as members of a club or any other institution from abroad that employs them claim the relief from withholding tax according to the relevant DTA? 

In certain DTAs Slovenia concluded with other countries there is a special provision that provides for an exemption from taxation for entertainers and sportswomen or sportsmen in certain circumstances. It usually states that entertainers and sportswomen or sportsmen who come to perform to Slovenia on the basis of a special agreement, program of exchange or when the performance is financed by the government of the resident country of the performer the income they earn from their personal activities exercised in Slovenia shall be exempt from taxation in Slovenia. This exemption can only be granted upon the permission of the competent tax authority. 
According to the Article 264 of the Tax Procedure Act nonresident performers can make a claim for exemption on their tax return form for assessing personal income tax prepayment for income from employment or income from other contractual relationship for non-residents.
Based on the Article 260 of the Tax Procedure Act nonresident orchestras, clubs or other institutions entitled to the exemption in accordance with the relevant Double Taxation Agreement (DTA) can apply for the exemption of the withholding tax prior to the receipt of income by the application on the KIDO form - Annex 8. 

Institution entitled to the exemption from the relevant DTA files a filled out KIDO Form with the payer of income who sends it to the competent tax authority of Slovenia. 

Whether the taxpayer is entitled to the exemption or not has to be decided by the competent tax authority. The payer of income is only authorized not to withhold the tax upon the official permission from the competent tax authority. 

When the income was already withheld and the benefits from the DTA apply in that particular case the institution can apply for a refund of the tax withheld by filing on the KIDO form - Annex 12 to the competent tax authority.

Question 8: How is the income of nonresident artistes and sportswomen or sportsmen who perform in Slovenia taxed when it is paid to a third person (an agent)?  

If income of an entertainer and of a sportswoman or a sportsman for their performance in Slovenia is paid to a third person (an agent) it is taxed the same way as income that is directly paid to the entertainer and a sportswoman or a sportsman. Such income is treated as income directly accrued to the performer. Also, in such cases it is understood that the Double Taxation Agreement (DTA) concluded between the country of residence of the payer of income and the country of residence of the performer applies and not the country of residence of the agent. More detailed information on taxation of individual nonresident entertainers and sportswomen or sportsmen can be found in the answer to the question no. 3 in section 2.1 Personal Income Tax, Advance Tax Payment in the brochure Taxation of individuals - non-residents in Slovenia.
Question 9: Are there any exceptions to corporate income subject to withholding tax?

Yes. Exceptions are mostly related to the EU Parent-Subsidiary Directive and to the EU Interest and Royalties Directive that seek to ensure equal tax treatment of transactions of dividends, interest and royalties within a Member State and transactions of dividends, interest and royalties between different Member States in the EU thereby enforcing the effective operation of the single market. 

Question 10: What is the exemption of the Parent-Subsidiary Directive (Council Directive 90/435/EEC)?

Article 71 of the Corporate Income Tax Act summarizes the Directive’s provisions and states that the tax must not be withheld at source when dividends and income similar to dividends are paid to the legal entity that is included in the common system of taxation in force for parent companies and subsidiaries located in another EU member state.

Benefits under Article 71 shall not be recognized if it is the taxpayers of the circumstances under Article 74 of the Tax Procedure Act, or in the case of a scheme or set of schemes, which was the main or one of the main purposes of obtaining a tax advantage, while the non-recognition of the benefits may cover only one step or part of the scheme.
Question 11: How are Parent and Subsidiary companies for which the exemption applies defined?

These companies have to satisfy the following conditions under the Slovenian tax law (Article 71 of the Corporate Income Tax Act):

· The company takes one of the forms listed in the Directive

· Recipient company (company that the dividends are paid to) has a minimum holding of 10% in the capital of the company or has the same amount of voting rights in the company that is paying dividends

· The minimum holding in the capital of the paying company is held for at least 24 months prior to the payment

· Recipient is liable to one of the taxes defined in the Directive – usually a version of the corporate tax in a particular EU Member State

· Recipient is a resident of another EU member state and is not deemed a resident of a third country outside EU under the relevant Double Taxation Agreement (DTA)

· Recipient has not been paid dividends or income similar to dividends categorized as hidden profit distribution when such distribution includes payments that are not in line with market prices in accordance with the Article 16 of the Corporate Income Tax Act 

Question 12: What if the 24-month period participation condition in Parent-Subsidiary Directive is not yet met at the time of payment? 
In such a case a bank guarantee can be presented to the competent tax authority by the payer of dividends to insure potential tax liability if the condition of minimal holding period of 2 years would not be fulfilled subsequently.  

Question 13: How is the exemption from liability of withholding tax under the Parent-Subsidiary Directive claimed? 

Article 375 of the Tax Procedure Act determines the following documents to be filed with the competent tax authority in Slovenia in 15 days after the dividends were paid by that company in order to claim the exemption:

· Proof of residency for tax purposes of the recipient of income at the time of payment

· Proof that the recipient takes one of the forms for which the common system of taxation defined in the Directive applies and it is subject to one of the taxes for which the common system of taxation is used

· Proof of minimum holding in the capital of a company and a proof of maintaining the minimal holding period
Another option to claim the exemption when all other conditions except the minimal holding period are fulfilled is to present the competent tax authority with a bank guarantee at the time of the payment of dividends. The bank guarantee has to be secured by a subsidiary paying dividends. If the condition of minimal holding is eventually not satisfied the company has to pay the tax in 8 days otherwise the tax authority will cash in the guarantee immediately. It can be by filing the KIDO form - Annex no. 6  to the competent tax authority.
The bank guarantee has to satisfy certain conditions to be accepted by the tax authority. These are: 

· it has to be issued by a bank headquartered in Slovenia or in any other EU Member State

· the bank has to agree to pay the amount of tax immediately after the request of the tax authority without complaint

· it needs to be valid until the end of the minimum holding period 

If the bank guarantee filed with the tax authority does not satisfy the conditions above, the tax authority requests a new one in three days with a notification sent to the company.  

Question 14: What if the tax was already withheld even though the conditions were already satisfied at the moment of payment? What if the minimal holding period under the Parent-Subsidy Directive was subsequently satisfied? 

In case the conditions set out in the Directive implemented in the Article 71 of the Corporate Income Tax Act were already satisfied and also if the minimal holding period was subsequently satisfied the subsidiary paying out dividends is entitled to a tax refund. It has to file the request for the tax refund and officially notify the recipient of dividends about that with a written statement. 
Question 15: What proofs – in relation to the Parent and Subsidiary Directive – have to be delivered to the Slovenian recipient of dividends and income similar to dividends from the payer from abroad for the Slovenian recipient to be able to deduct them from its tax base?   
According to Article 24 of the Slovenian Corporate Income Tax Act a taxpayer in Slovenia, recipient of dividends and income similar to dividends from abroad, is able to deduct
 such income from its tax base under the condition that a payer from abroad proves its residence status and that it proves it is subject to the corporate income tax in the country of its residence.
If the payer is a resident
 of an EU Member State it must send a proof of residence for tax purposes and it has to prove more specifically that it is subject to one of the taxes in the Council Directive 2011/96/EU on the common system of taxation applicable in the case of parent companies and subsidiaries of different EU Member States. Article 2 (1), point (c) of the Directive names the taxes for which the common system of taxation applies. 

Slovenian tax legislation included this provision of the Directive in the Annex 1 to the Rules on the implementation of the Corporate Income Tax Act, where taxes
 to which the common system of taxation applies are listed. 

In case the payer is a resident of a non-EU Member State
, it must send a proof of residence for tax purposes and a proof of liability to income tax or profit tax that is comparable to the corporate income tax in Slovenia to the recipient of dividends applying the deduction in Slovenia. In general, a statement of liability to corporate income tax issued by the competent tax authority in the country of residence of the payer is acceptable. 

However, it is important to emphasize that just a proof of residence stating the name and the legal form of the company cannot undoubtedly prove the liability to a certain tax. Therefore it will not be accepted as a proof of liability to tax. Considering the local tax legislation of the country, the payer might have an option to be subject to tax or it might even be exempt from it. Only a statement of the competent tax authority of the country that a payer is undoubtedly subject to one of the taxes in the above mentioned Council Directive or subject to corporate income tax in a non-EU country will be accepted as a proof. The statement from an EU tax authority should refer to the Council Directive.

Question 16: What is the exemption granted by the Interest and Royalties Directive (Council Directive 2003/49/EC)? 

Article 72 of the Corporate Income Tax Act summarizes this Directive’s provisions and states that the tax must not be withheld at source when interest and royalties are paid to an associate company included in the common system of taxation in EU from a different EU member state.  

Question 17: What are the requirements that have to be fulfilled to take advantage of the exemption guaranteed by EU Interest and Royalties Directive? 

Tax is not withheld at source on payments of interest and royalties in Slovenia when they are paid to associated company or its permanent establishment which is the beneficial owner in another EU Member State that fulfils the following conditions:

· Payer holds a minimum holding of 25% in the capital of the beneficial owner, the beneficial owner holds a minimum holding of 25% in the capital of the payer and the same company holds a minimum holding of 25% in the capital of both the payer and the beneficial owner

· Participation in the ownership is required at least 24 months prior to the payment

· Payer and the beneficial owner take one of the forms and are subject to one of the taxes included in the common system of taxation according to the Directive without the option of being exempt

· Payer and the beneficial owner are residents of one of the EU Member States and are not deemed residents of a third country outside the EU under the relevant Double Taxation Agreement (DTA)

· The amount paid is not in excess of the rules determined by transfer pricing.  
Question 18: When is permanent establishment (PE) of a company entitled to the benefits from Interest and Royalties Directive? 

According to the Article 72 of the Corporate Income Tax Act PE is only entitled to the benefits when the debt claim or the use of or the right to use of copyrights, patents, trademarks, formulas etc. in respect of which the interest and royalties are paid is effectively connected with the activities of that PE and when PE is liable for one of the taxes mentioned in the Directive in a Member State in which it is situated. The Directive does not cover a PE of an EU Member State company that is situated outside of the EU. Finally, it is important to notice that the Directive only covers cross-border payments within the EU.  

Question 19: Who is considered the beneficial owner of the interest and royalties under the Interest and Royalties Directive? 

A company or a permanent establishment is treated as the beneficial owner only if it receives the payments for its own benefit (for its own account) and not as an intermediary, for example an agent or authorized signatory for some other person. 

Question 20: How is the exemption from liability of withholding tax under the Interest and Royalties Directive claimed? 

The exemption from the Directive can be claimed after the fulfilment of the requirements laid down in the Article 72 of the Corporate Income Tax Act has been substantiated by the attestation. Under the Article 377 of the Tax Procedure Act the payer of interest or royalties has to file a request with the competent tax authority upon which the authority grants permission for exemption valid up to one year from the issuance. A decision to grant the permission has to be issued three months after the request was filed. 

The request has to include the following documents:

· Proof of residence for tax purposes of the recipient company: a notification of the tax authorities of an EU Member State in which the recipient company is a resident for tax purposes to confirm the residential status of that company OR in which the permanent establishment is situated to confirm the existence of the permanent establishment there
· Proof of the minimum holding of capital and the minimum holding period
· Legal basis for the payment of interest or royalties

· Proof of beneficial ownership of interest and royalties paid to the recipient company and in case the permanent establishment is the recipient 

· proof that the beneficial ownership can be attributed to that permanent establishment

· Proof that the payer and the recipient are subject to one of the taxes included in the common system of taxation according to the Directive Proof of how the exact amount paid was determined and the method used to determine that amount 

A request has to be made separately for each payment of interest and royalties that is based on a different legal basis. The recipient company or its permanent establishment (PE) has to immediately inform the paying company or its PE of changed circumstances that led to conditions set out in the law no longer to be fulfilled. The recipient or its PE also has to inform the tax authority of the paying company or of its PE about any changes in the conditions.

Question 21: What if the tax was already withheld and the legal conditions for exemption under the Interest and Royalties Directive had already been fulfilled?  
If the tax was withheld when all the conditions for the exemption had already been satisfied a tax refund can be claimed by either the beneficial owner or the payer at the competent tax authority. The tax authority can demand all the documents mentioned above to check if the conditions for exemption had been met. Tax authority has to decide about the refund in three months from the date the request was filed with all the necessary proofs. If it determines that the refund is justified it is required to return the amount of the tax withheld in 30 days from the issuance of the official decision otherwise the recipient or its PE is entitled to penalty interest.

Question 22: How and when is the withholding tax calculated, deducted and remitted?

Tax Procedure Act in Article 373 and 374 determines a person or entity that has the status of the payer of tax according to Article 58 of the Tax Procedure Act to be responsible to calculate and deduct the tax at the time of the calculation and payment of income. The payer of tax has to remit the tax by filing the ODO-1 Form with the competent tax authority at the moment when the income is credited to the recipient. 

In the case income is credited to self-employed persons the responsibility of withholding the tax is determined by Article 68 of the Personal Income Tax Act. Article 305 of the Tax Procedure Act in this case also confers the task of withholding the tax to the payer of tax at the moment when the income is paid to the recipient. At the time of remittance the payer of tax files the REK-2 Form to the competent tax authority.

Question 23: How can I apply for the relief from withholding tax? 

According to Article 260 of the Tax Procedure Act a nonresident corporate taxpayer entitled to a lower tax rate or exempt from tax in accordance with the relevant Double Taxation Agreement (DTA) can apply for a relief or exemption of the withholding tax prior to the receipt of income. Application is made on the KIDO Forms 1, 2, 3 or 8 depending on the type of income. Nonresident taxpayer entitled to benefits from the relevant DTA files a filled out KIDO Form with the payer of income who sends it to the competent tax authority of Slovenia. 

Whether the nonresident taxpayer is entitled to benefits or not has to be decided by the competent tax authority. The payer of income is only authorized not to withhold the tax or withhold the tax at a lower rate upon the official permission from the competent tax authority. 

KIDO forms 1, 2, 3, 8 are:

· for DIVIDENDS: KIDO 1
· for INTEREST: KIDO 2
· for ROYALTIES: KIDO 3 

· for OTHER INCOME: KIDO 8
Question 24: Do I have to apply for relief from withholding tax each time before I receive income?

Usually the KIDO Form has to be filed for each separate payment of income. However, Article 260, paragraph 6 of the Tax Procedure Act in circumstances when income is being paid on a regular basis enables the competent tax authority to extend the benefits from the relevant Double Taxation Agreement (DTA) for a longer period of time (not only for a particular payment). Although the period is not defined in the law, the authorization is usually not given for more than a year. 

Question 25: If the tax has already been withheld and I am entitled to the benefits from the Double Taxation Agreement (DTA), can I apply for a refund?

Article 262 of the Tax Procedure Act provides for the refund application. Refund of the tax withheld can be claimed up to the difference between the full amount withheld and the amount required by the DTA. In case the taxpayer was exempt from tax according to the DTA the full amount of withheld tax is refunded. Claim of the refund can be made on the basis of the written application - KIDO Forms numbered 9 to 12 - to the competent tax authority.  
KIDO forms 9, 10, 11, 12 are:

· for DIVIDENDS: KIDO 9
· for INTEREST: KIDO 10 

· for ROYALTIES: KIDO 11
· for OTHER INCOME: KIDO 12 

Question 26: Can I file a single application for a refund of already withheld tax from several payments of income?

No. Application for a refund of already withheld tax has to be made separately for each payment of income. 

Question 27: Is there a deadline for a refund application?

Article 125, paragraph 4 of the Tax Procedure Act generally limits a taxpayer who paid excessive tax on income to apply for a refund within a period of 5 years after the payment or after obtaining the legal title that determined a taxpayer’s non-liability to tax. 
2.2 Taxation of business unit or permanent establishment of the foreign enterprises – Corporation tax
Question 1: How are foreign enterprises taxed in Slovenia? 

Foreign enterprise that performs business activities in Slovenia through a branch or in any other similar way is a nonresident of Slovenia. According to the Article 4 of the Corporate Income Tax Act nonresidents are only taxed on Slovenian source income. Income of a foreign enterprise or a sole entrepreneur/self-employed person has a Slovenian source when its business is carried on in or through a business unit of a non-resident (permanent establishment) situated in Slovenia. As a consequence only income that a foreign enterprise (nonresident) earns through or in a business unit situated in Slovenia is taxed in Slovenia. 
Question 2: What are a foreign enterprise’s obligations before it starts carrying on business in Slovenia?

In general, Articles 676 and 680 of the Companies Act provide for the requirement that a foreign enterprise can only start carrying on business in Slovenia upon registration. Nonresident companies carrying on business in Slovenia have to be entered into the Court Register and nonresident sole entrepreneurs or self-employed persons (small businesses) carrying on business in Slovenia have to be entered into the Business Register. However, in accordance with EU legislation that provides for effective operation of the single market the registration rules are relaxed for companies and businesses from EU Member States. Since the Ministry of Economic Development and Technology is responsible for implementation of legislation in this field, more details about the registration requirements can be sought from it. (E-mail address: gp.mgrt@gov.si). 

Apart from this requirement, a separate register is in place for tax purposes – the Tax Register. Article 53 of the Financial Administration Act requires all entities and individuals carrying on business in Slovenia to be entered into the Tax Register and to receive the tax identification number (TIN). Entities entered into one of the aforementioned primary registers are automatically evidenced in the Tax Register as well and receive the tax identification number. The newly registered branch of a foreign enterprise has to inform the competent tax authority in 8 days after the registration about the number of places and the location of places of business (a place where the business is carried on), other foreign branches abroad, capital investments at home and abroad, bank account numbers, associated enterprises and the person responsible for taking care of the accounting documents of the enterprise. More information on registration and tax liabilities of foreign companies and sole entrepreneurs who carry on business in Slovenia can be found here. 

Question 3: What is a business unit (BU) or a permanent establishment (PE) of a foreign enterprise under the Corporate Income Tax Act of Slovenia?

Since foreign enterprises carrying on business in Slovenia are only taxed on income earned in or through the permanent establishment of a nonresident Slovenia (the scope of taxation of foreign enterprises is described in the answer to the question no. 1 above) it is important that we define it here. 

According to Article 6 of the Corporate Income Tax Act a business unit of a nonresident (BU) for tax purposes is defined as a fixed place of business through which the business of a foreign enterprise is wholly or partly carried on in Slovenia. 

We explain in further detail the meaning of the term fixed place of business for the purposes of determining the permanent establishment of a nonresident. The place of business can entail any facilities, for example any premises an enterprise uses in the course of carrying on its business in Slovenia including machinery or equipment if it is operated and maintained by the enterprise. Sometimes no facilities are required to carry on a business of the enterprise. It is important that a certain amount of space is at the disposal of the enterprise. 

The definition furthermore includes the term fixed place. This means there should normally be a connection between the place of business and a distinct geographical point; however the equipment forming a permanent establishment does not necessarily have to be fixed to the soil on which it stands. In addition certain business activities are of the nature that requires the enterprise to move them between locations. A single place of business in such cases is hard to define, so an enterprise may have two permanent establishments. In general a single or fixed place will be deemed to exist when, taking into account the nature of the business, a location will constitute a coherent whole commercially and geographically. 
It is important to emphasize that BU is conceptually very similar term to the permanent establishment (PE) found in Double Tax Agreements (DTA) Slovenia concluded with other countries following the recommendations of the OECD Model Tax Convention on Income and on Capital. Definition in the national law, however, does not require the permanence of the place and in this respect differs from a PE defined in DTAs. The consequence of this difference in definition is that foreign enterprises carrying on business in Slovenia might be treated differently when DTA between their country of residence exists and when it does not exist. If the DTA is in force the existence of the BU of a foreign enterprise in Slovenia will be determined according to the rules specified in the DTA. These rules require the permanence of business in order for the BU to exist in Slovenia. However, when there is no DTA BU might also exist if a foreign enterprise carried on business in Slovenia only on a temporary basis.  

Question 4: How is a business unit of a nonresident or a permanent establishment defined into greater detail?

The term BU or PE as defined above includes primarily:

· an office, a branch, a factory, a workshop, a mine, a quarry or other place of extraction of natural resources

· a building site or construction and assembly project including the supervision and counselling activities connected with it, if it exists for more than 12 months counting from the date of the start of auxiliary and preliminary works

This term includes not only the construction of buildings but also roads, bridges, canals, their renovation, the laying of pipe-lines, excavating and dredging. Installation means also installation of new equipment, for example a complex machine in an existing building or outdoors. The fact that project was temporarily interrupted because of bad weather or shortage of material or because of labor difficulties, does not interrupt the duration of the project. A period in which a sub-contractor is carrying its own activities for the contractor is included in the duration of the project of the contractor. A sub-contractor may also represent a permanent establishment of a nonresident by itself if its presence on the site is longer than 12 months. This is, however, only a list of examples that can be regarded as a permanent establishment of a nonresident and are hereby emphasized, and it is by no means exhaustive.
Apart from that, BU also includes a person (natural or legal) acting in Slovenia on behalf of the foreign enterprise if they have, and habitually exercise in Slovenia, an authority to conclude contracts in the name of that foreign enterprise, unless their activities are limited only to the purchase of goods or merchandise for that enterprise.

BU would also include brokers, general commission agents or any other agents of an independent status carrying on their own business if a foreign enterprise partly or wholly carried on business in Slovenia through them and if the relationship between the foreign enterprise and the agent were not the one between two independent market participants or two unassociated enterprises. 

Finally, the activity carried on in or through the business unit of a nonresident does not need to be of a productive character to be considered a permanent establishment. It is assumed that within a well-run business organization each part of it will contribute to the productivity as a whole. 

However, the law provides for an exception in case activities performed are of preparatory or auxiliary nature. Such activities will not constitute a business unit of a nonresident even though they satisfy other conditions for being carried on in or through a fixed place of business. 

Activities that are in general of preparatory or auxiliary nature will not constitute a business unit of a nonresident even though they satisfy other conditions for being carried on in or through a fixed place of business defined above. The law gives a list of activities that can be deemed as preparatory and do not constitute a business unit of a nonresident. They are described in the answer to the following question no. 5. 

Question 5: What activities do not constitute a BU of an enterprise in Slovenia?

According to Article 7 of the Corporate Income Tax Act the following activities do not constitute a BU even if they are carried on in or through a BU situated in Slovenia:

· the use of facilities exclusively for the purpose of storage, display or delivery of goods or merchandise that belongs to a foreign enterprise in Slovenia

· the maintenance of a stock of goods or merchandise belonging to a foreign enterprise exclusively for the purpose of storage, display or delivery 

· the maintenance of a stock of goods or merchandise belonging to a foreign enterprise exclusively for the purpose of processing by another enterprise
· maintenance of a fixed place of business exclusively for the purpose of purchasing goods or merchandise, or for collecting information, for the foreign enterprise

· maintenance of a fixed place of business exclusively for the purpose of doing any business or activities which have a preparatory or auxiliary character for the foreign enterprise 

· maintenance of a fixed place of business exclusively for the purpose of carrying on any combination of activities provided that the overall activity of the place of business resulting from this combination is of preparatory or auxiliary character. 

In determining which activities are of preparatory or auxiliary nature and which are not it is of paramount importance to define whether or not they constitute a significant part of the activity of the enterprise as a whole.

Question 6: How is the existence of a BU of an enterprise in Slovenia?

Whether a foreign enterprise carrying on business in Slovenia will also be taxed in Slovenia or not depends on whether or not its business activities are carried on in or through a business unit or not. So, determining the existence of a BU is of crucial importance. Answers to questions no. 3 – 5 define the BU. A foreign enterprise carrying on business in or through a business unit or permanent establishment in Slovenia is required to file the annual income tax return and pay corporate income tax and advance tax payments during the year or claim the exemption from tax in accordance with a relevant Double Taxation Agreement (DTA) in such a return. 

Question 7: What is the corporate tax liability of a BU in Slovenia?

According to Article 12 of the Corporate Income Tax Act a BU in Slovenia pays tax on profits that are attributable to the BU in accordance with the transfer pricing rules that are dealt with in the answer to the question no. 9. In general, profits attributable to the BU are defined as the profits a BU might be expected to make, in particular in its dealings with other parts of the enterprise, if it were a separate and independent enterprise engaged in the same or similar activities under the same or similar conditions – arm’s length principle. Expenses which a foreign enterprise incurred for the purposes of the BU including executive and general administrative expenses in relation to the BU, whether in Slovenia or elsewhere, shall be allowed to be deducted from the tax base attributed to the BU.

In accordance with the Article 680 of the Companies Act a foreign enterprise, applying the provisions above, is required to draw up, audit and disclose the accounting documents relating to the BU. However, for a foreign enterprise from another EU Member State it is sufficient to disclose, to the register authority of the BU, its own accounting documents in accordance with the Council Directive 89/666/EEC. The purpose of this Directive that does not require separate accounting documents of the BU is to coordinate the book-keeping standards in Member States and ensure the protection of persons who deal with companies through the intermediary of permanent establishments thereby encouraging the freedom of establishment. If an enterprise from a non-EU Member State satisfies the standards set out in the Directive it is also sufficient for such an enterprise to disclose its own accounting documents. Transfer pricing documentation is dealt with in the answer to the question no. 10.

Question 8: How is the BU’s corporate tax liability fulfilled in Slovenia? What tax returns does a BU have to file?

Tax liabilities of the foreign enterprise carrying on its business activities through or in the business unit of a nonresident in Slovenia can be summarized in the following points: 

- Corporate Income Tax in Slovenia is paid through the Corporate Income Tax Return at the rate of 17 19 %
.The return has to be filed with the competent tax authority in 3 months from the beginning of the current tax year for the previous tax year (usually 31st of March when the tax year is the same as the calendar year). Different deadlines are in place for taxpayers in special circumstances like bankruptcy procedure, mergers, acquisitions, closure of business etc. If you need additional information on this topic you can consult the competent tax authority.

- Tax year is the same as the calendar year by default, but the taxpayers may choose a different tax year that coincides with their business year. This is done by a written request to the tax authority at least 45 days before the date of the new tax year. A new business has to notify the competent tax authority about the different tax year 8 days after the registration in Slovenia. The tax authority confirms a different tax year to the taxpayer by a written statement in 15 days.    

- The taxpayers are required to pay advance tax payments during the year. They are calculated on the basis of the tax return of the previous tax year for the current tax year. They are paid monthly (if the amount of the payment is more than 400 euros) or in three-month period instalments (if the amount of the payment is less than 400 euros). They are due on the 10th day after the period. When the taxpayer starts carrying on business in Slovenia it has to calculate the advance tax payment on the basis of the planned tax return filed with the competent tax authority in 8 days after the registration in Slovenia. The amount of the advance tax payments can be changed during the tax year if the tax base of the business for the current tax year is different from the tax base of the previous year. The change can be requested by a written statement 30 days prior to the end of the instalment period to the competent tax authority to which the tax return, estimate of the tax base for the current year and information that proves such change has to be attached.

- A business unit of a nonresident is also required to withhold the tax on types of income subject to withholding tax. More information on tax withholding is found in section 2.1 Taxation of Foreign Enterprises, Withholding tax in the answer to the question no. 5.

Question 8.1: What is the special system of paying corporate income tax for small enterprises? 

In 2013 Slovenia extended the special simplified option for paying tax on personal income from small business that a person owns as a sole entrepreneur or self-employed person to corporations and other legal persons established in accordance with the Companies Act. This also applies for comparable foreign legal persons that carry on business in Slovenia through a business unit of a nonresident (permanent establishment) situated therein. 

A taxpayer who already operates can determine the tax base by taking into account the revenues and standard expenditures if he notifies the tax authority in due time of determing the tax base and his income (determined under accounting rules) in the previous tax period does not exceed 50.000 euros or 100.000 euros
 if at least one full-time person is insured for a continuous period of at least five months in the previous tax year.
The taxpayer has to inform the competent tax authority about the decision to elect this tax treatment in the current tax year by submitting a prescribed form by 31st of March of the current year for the previous tax year (if the tax year is the same as calendar year). This deadline is limiting, which means that the tax authority rejects the notification of the election of this kind of tax treatment, which is performed after this statutory deadline. In such a case, the taxpayer has to determine the tax base by taking into account actual revenues and actual expenditure. 
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On the other hand, a taxpayer who starts an activity through a business unit in Slovenia and wants to pay the tax on the basis of revenues and standard expenditures is obliged to notify the tax authority for the first fiscal year of performing the activity at the time of submitting a special form DR-04: Application for Entry of the Legal Person into the Tax Register no later than eight days after the entry in the official register. The notification done after this deadline is rejected by the tax authority, which means that the taxpayer has to determine the tax base by taking into account actual revenues and actual expenditure. In the case of a taxpayer who has started a new business, the condition on income is therefore not established, only a timely notification of the assessment of the tax base is relevant. 

If a taxpayer decides to establish the tax base on the basis standard expenditures, he is subject to revenues and standard expenditures in the amount of 80% (but not more than 40.000 euros or 80.000 euros if at least one full-time person is insured for a continuous period of at least five months) of the revenues. 
In addition, by electing this system of taxation the taxpayers are not allowed to deduct tax-deductible expenses and tax loss from their taxable income. The rate of corporate income tax does not change by electing this system of taxation and it is set at 17 19 %.
In the event that the taxpayer no longer wants to determine the tax base by taking into account the standard expenditure, he is required to inform the competent tax authority about the change in the elected system of taxation. A taxpayer whose average income (determined under the accounting rules) for two consecutive tax periods exceeds 150.000 euros is obliged to withdraw from the system of determining the tax base by taking into account the standard expenditure. This means that the taxpayer can remain in the system if in two consecutive tax periods he has a total of up to 300.000 euros of revenue, otherwise he must begin to determine the tax base by taking into account actual revenues and actual expenditure.

Question 9: What are the general transfer pricing rules?

The general transfer pricing rules are set forth in the Corporate Income Tax Act. Article 16 of the Act defines associated enterprises and describes the use of the arm’s length principle (ALP), which is an international standard and frequently used in tax legislation to refer to unrelated parties dealing with each other wholly independently. Article 16 of the Act also provides methods to establish whether the conditions imposed in commercial or financial relations between related parties are consistent with the ALP. The Act also provides special rules for interest between associated enterprises and loans, i.e. the thin capitalisation rule, as well as the obligation to prepare transfer pricing documentation. Provisions of the Act are further governed by the Tax Procedure Act and the Rules on Transfer Prices adopted by the Ministry of Finance.
Question 10: What are provisions for transfer pricing documentation in Slovenia?

Under the General Administrative Procedure Act taxpayers have to comply with general documentation requirements, i.e. the obligation of taxable persons to cooperate with the financial administration and the obligation to keep accounts and records. Article 18 of the Corporate Income Tax Act in connection with the Article 382 of the Tax Procedure Act furthermore provides that an associated resident enterprise shall keep the data related to associated enterprises, the type and amount of related party transactions, as well as data on comparable market prices. 

Any resident associated enterprise is also obliged to prepare transfer pricing documentation comprising of a “master file” of standardised information and standardised “country-specific documentation” for each country in which the taxpayer has transactions with associated enterprises.

The documentation shall be prepared at the latest until submission of the tax return for the relevant tax year. A taxpayer has to submit its transfer pricing documentation only upon specific request of the tax authority, e.g. at the beginning of a tax audit. 

In documentation taxpayers need to make reasonable efforts to establish their transfer pricing in accordance with the arm’s length principle (ALP). Such efforts include, but are not limited to, analysis of controlled transactions, searches for comparable transactions between independent enterprises dealing at arm’s length, and selection and application of transfer pricing methods that are reasonably expected to produce arm’s length results in accordance with the OECD Transfer Pricing Guidelines for Multinational Enterprises and Tax Administrations.
� The same rules for deduction of dividends from the tax base in Slovenia also apply to nonresidents if their participation in the equity capital or in the management of the enterprise distributing profits is connected to business activities that a nonresident performs in or through a permanent establishment in Slovenia.  


� Additional condition here is that a payer - resident of an EU Member State - is not deemed a resident outside the EU in accordance with the Double Taxation Agreement concluded between the payer’s country of residence and a country outside EU.   


� These taxes are: 


— impôt des sociétés/vennootschapsbelasting in Belgium,


— selskabsskat in Denmark,


— Körperschaftsteuer in Germany,


— φόρος εισοδήματος νομικών προσώπων κερδοσκοπικού χαρα-


κτήρα in Greece,


— impuesto sobre sociedades in Spain,


— impôt sur les sociétés in France,


— corporation tax in Ireland,


— imposta sul reddito delle persone giuridiche in Italy,


— impôt sur le revenu des collectivités in Luxemburg,


— vennootschapsbelasting in the Netherlands,


— imposto sobre o rendimento das pessoas colectivas in Portugal,


— corporation tax in the UK,


— Körperschaftsteuer in Austria,


— yhteisöjen tulovero/inkomstskatten för samfund in Finland,


— statlig inkomstskatt in Sweden,


— daň z příjmů právnických osob in the Czech Republic,


— tulumaks in Estonia,


— φόρος Εισοδήματος in Cyprus,


— uzņēmumu ienākuma nodoklis in Latvia,


— pelno mokestis in Lithuania,


— társasági adó, osztalékadó in Hungary,


— taxxa fuq l-income in Malta,


— podatek dochodowy od osób prawnych in Poland,


— davek od dobička pravnih oseb in Slovenia,


— daň z príjmov právnických osôb in Slovakia,


— корпоративен данък in Bulgaria,


— impozit pe profit in Romania


or any other tax which may be substituted for any of the above taxes.





� Additionally, in order for the recipient in Slovenia to be able to deduct dividends from its tax base, the payer of dividends – resident of a non-EU Member State – must not be a resident of the country in which the general average nominal rate of taxation of the corporate profit is less than 12.5% and it is published on the joint list of the Ministry of Finance and the Financial Administration of Slovenia. In case the payer is a business unit of a nonresident such a unit must not be situated in the country with the tax rate mentioned above.    





� The measure of reducing the corporate income tax rate by 5 percentage points (from 20 % to 15 %) was revoked by the change of Corporate Income Tax Act in 2013 and was set at 17 % and again by change of Corporate Income Tax Act in 2016 when it was set to 19 %.


� It is important to emphasize that this revenue limit of 50.000 euros or 100.00 euros holds for the foreign enterprise as a whole and is not applied separately at the level of revenues of the permanent establishment of a nonresident or permanent establishment.
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