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Tax&Legal Highlights

Croatia

Amendments to the Croatian Personal Income Tax Legislation from
1 September 2019

The Amendments to the Personal Income Tax Regulations were
published in official Gazette no. 80/19 effective from 1 September
2019. We present a summary of the main amendments below.

The non-taxable full daily allowance for domestic business travel/field work
allowance has increased from HRK 170 to HRK 200, while the amount of
domestic daily allowance for business trips lasting more than 8 hours and
less than 12 hours increased from HRK 85 HRK to HRK 100. Increased daily
allowance may be paid for business trips from 1 September 2019 onwards.

New non-taxable compensations and allowances haven been introduced,
which can be paid out/reimbursed to employees under certain conditions:

e Lump sum for meal expenses up to HRK 5,000 per year

e Meal expenses for persons with an employment contract of up to
HRK 12,000 per year, provided that the expenses are invoiced to
the employer and are not paid in cash

¢ Accommodation expenses for persons with an employment contract
up to the actually incurred amounts, provided that accommodation
services are invoiced to the employer and are not paid in cash (does
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not apply to garage rental and utility costs). The employee may also
conclude a rental contract with the lessor, whereby they must
provide the employer with a copy of the rental contract or a copy of
the invoice based on which the employer will reimburse the
accommodation cost as non-taxable.

e Hospitality allowance (tourist and other services) intended for
employees’ vacation in the amount of up to HRK 2,500 per year in
accordance with special regulations of Ministry of Tourism (this
provision will come into force when the special regulations are
voted on)

e Reimbursement of regular childcare services cost, based on the
preschool institution documentation up to the actually incurred
costs. Additional programs are not considered as regular childcare
services (e.g. language lessons, etc.).

Lump sum for meal expenses (up to HRK 5,000 per year) and meal
allowance (up to HRK 12,000 per year) are mutually exclusive for the same
period. If the employer provides its own meals and/or accommodation
services to employees, credible documentation must be kept.
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Additional requirements for transparency regarding cross border
arrangements

EU Council has adopted Directive 20188/822 (,,Directive™) amending
Directive 2011/16/EU with regards to mandatory automatic exchange of
information in field of taxation in relation to reportable cross-border
arrangements. The following segments provide key information:

Taxpayers (including their advisors, i.e. intermediaries) will be obliged
to publicly disclose information on potentially aggressive cross
border arrangements.

Directive defines generic and specific ,hallmarks" of the arrangement, which
present a strong indication of tax avoidance or abuse.

The provisions apply to both related and unrelated party transactions, but
further in detail separately define potentially agressive related party cross
border arrangements.

Tax authorities will automatically exchange information.

Penalties will be determined for not filing information, partially or
inaccurate publishing information on potentially aggressive tax cross
border arrangements.
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Taxpayer or intermediator will be obliged to file information on cross
border arrangements within 30 days beginning:

a) On the day after the reportable cross-border arrangement is made
available for implementation;

b) On the day after the reportable cross-border arrangement is ready
for implementation;

c) when the first step in the implementation of the reportable cross-
border arrangement has been made;
whichever occurs first.

Important dates:

| 25.6.2018 | | 31.12.2019 | | 1.7.2020 | | 31.8.2020 | | 31.10.2020 |

Harmonisation of
the Croatian
legislation

Implementation of provisionsin
Croatia

First transactions that need
to be filed (first step of the
transaction implementation)

Filing the
first set of
information

Exchange of the first set of
information
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Central online database which contains information about beneficial
owners of legal entities and trusts where they need to enroll by
December 31, 2019.

The Register of Beneficial Owners (The Register) is established on the basis
of Articles 32-36 of the Anti Money Laundering and Terrorist Financing Law
(Lex). The Lex is in line with European anti-money laundering regulations.
The primary purpose of the Register is to increase the transparency of
beneficial ownership data, reduce the possibility of misuse to conceal the
identity of beneficial owners as potential commiters of money laundering
offenses, including tax fraud, and to prevent the financing of terrorism.

Who is beneficial owner?

Any natural person (or persons) who is the beneficial owner of the legal
entity, controls the entity or controls it in some other way, and/or the
natural person(s) on whose behalf the transaction is being conducted,
including that natural person(s) exercising extremely effective control over
the legal entity or legal arrangement.

Who is obligated to join the Register?

¢ Companies

e Branch offices of foreign companies

e Associations

e Foundations

e Trust

e Institutions of which the Republic of Croatia or the unit of local and
regional self-government is not the sole founder

Deadline for data entry in the Register

e December 31, 2019

e For legal entities established after December 1, 2019, the
enrollment deadline is 30 days from the date of establishment

e In case of changes in the ownership structure, an update in the
Register must be made within 30 days of those changes in
ownership

How to enroll for the Register?

The Tax Administration shall supervise the submission, registration,
updating and accuracy of the data entered in the Register of Beneficial
Owners. In the procedure of supervision, the Tax Administration will
determine does the entity has complete and accurate data, and whether the
entity has entered the data in the prescribed manner and within the
prescribed deadlines.

Sanctions

e Legal entities that have failed to register in the Register within a
specified deadline can get a fine in the range of HRK 5,000 to HRK
350,000.

e For a board member or other responsible person in the legal entity,
fines are between HRK 5,000 and HRK 75,000.

The Tax Administration shall supervise the submission, registration,
updating and accuracy of the data entered in the Register of Beneficial
Owners.
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How can Deloitte help you?

Our experts can assist you in all steps necessary for accurate and proper
entry in the Register, including identification of beneficial owners, any legal
issues related to such determination, and ensure that each step is in
accordance with the Law.
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