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NEW ACTS   

Amendment to VAT Act – changes in the 

extent of affiliated persons  

On 13 April 2010 the Chamber of Deputies 
overruled the president’s veto concerning an 
amendment to the VAT Act (Parliamentary 
Press No. 1059 approved only in 
circumstances of legislative distress).  The 
amendment supersedes the provisions of 
Section 36a , subsection 3, letter (d) and 
therefore persons in labour-law or similar 
relationship (simply said “employees”) are no 
longer included under the definition of 
affiliated persons. 

The tax base of performance rendered to 
employees shall continue to be calculated on 
the basis of the price charged to them 
regardless of the fact that, as a rule, such 
charged price is lower than that for which 
similar performance is usually sold to third 
parties, and not from the usual price, as was 
the case from 1 January 2010 

The newly approved amendment to the VAT 
Act becomes effective on the date of 
announcement thereof, but the amendment 
described above shall be valid retroactively. 
This means that the new amendment shall 
apply to sales to employees realized under 
the effectiveness of the VAT Act valid as 
amended before the amendment described 
above, i.e. as if the provisions including 
employees among affiliated persons had 
never been valid. Such retroactive validity of 
an act is very unusual. The act was published 
in the Collection of Laws on 29 April 2010 
under No. 120/2010, Coll. 

Tax payers who, in circumstances of 
performance rendered in favor of employees, 
paid VAT from the usual price in the period 
from 1 January 2010 and simultaneously 
rendered such performance more cheaply to 
the employees in question shall be allowed, 
as a result of the act’s retroactivity, to apply 
for the recovery of the higher VAT paid by 
such tax payers. 
 
Amendment to Income Tax Act, Act on 

Territorial Financial Authorities and 

VAT Act 

The government’s proposal to issue an act 
amending the Income Tax Act, as amended 

(Parliamentary Press No. 959/0) was extended 
during the second reading by further 
proposed amendments. On Friday 16 April 
2010 such amendments were approved on 
their third reading.  

(i) Amendment to the Income Tax 

Act amends the taxation of state bonds. Only 
interest revenue shall be subject to taxation. A 
15% withholding tax shall apply to such 
revenue.  The amendment also includes an 
amendment to the Budget Rules Act in the 
event where, in accordance with conditions 
for issue, only individuals shall be entitled to 
acquire state bonds. Such changes should 
become effective on the date of 
announcement of the act. 

(ii) Amendment to Act on 

Stabilization of Public Budgets has an 

impact on the VAT rate applicable to housing 
construction work (save for the construction 
of social housing). The amendment cancels 
time limits for application of the reduced rate 
to the housing construction. Pursuant to the 
Act on Stabilization of Public Budgets, the 
reduced VAT rate may be applied to housing 
construction (except for social housing) only 
until the end of 2010. The cancelation of such 
limit means that even after 1 January 2011, 
the reduced rate shall apply to housing 
construction pursuant to Section 48 of the 
VAT Act. Legislators did not approve an 
amendment to VAT rates applicable to certain 
services with a great share of human labor, 
such as repairs of shoes, clothes or bicycles. 
Inclusion of services consisting of including 
meals in the reduced tax rate category was 
also not approved.  

(iii) Amendment to the Act on 

Territorial Financial Authorities. The 
amendment establishes a new General Tax 
Directorate and a new specialized financial 
office.  The specialized financial office shall 
have jurisdiction over all banks, insurers and 
entities with a turnover exceeding two billion 
Czech Crowns per year. According to the 
draft act, the changes in the field of territorial 
financial authorities should take effect on 1 
January 2011.   

The above-mentioned amendments must also 
be approved by the Senate and thereafter 
signed by the president. Should the bills not 
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be approved by the Senate or be returned to 
the Chamber of Deputies by the president,  in 
view of the date of the election taking place in 
late May 2010, the Senate’s resolution or the 
president’s veto could not be overruled and 
the amended provisions would not become 
valid. 

   

FROM JUDICATURE 

On 25 February 2010, ref. No. 4 Ads 

120/2009-88, the Supreme Administrative 

Court resolved on an appeal in the matter of 
the plaintiff Ježek software s.r.o. against the 
defendant Česká správa sociálního 
zabezpečení (Czech Social Security 
Administration Office), cancelled the 
challenged judgment and returned the matter 
to the Regional Court for further proceedings. 
The Supreme Administrative Court did not 
agree with the conclusion of the Regional 
Court that the term “assessment base of an 
organization and small organization” could 
not have been directly deduced from the act 
itself for the period of 1 January 2007 through 
30 June 2007. Act No. 589/1992, Coll., also 
included organizations and small 
organizations among payers of social security 
contributions and set forth an obligation for 
them to pay insurance contributions that they 
were obliged to pay on their own behalf. Such 
payment obligation of such organizations 
thus could not cease to exist in the decisive 
period. The amount of the insurance 
contribution of an organization and a small 
organization on its own behalf was 
determined through three quantities, of 
which Act No. 589/1992, Coll., contained and 
expressly defined the decisive period and 
insurance contribution amounts. The term 
“assessment base of an organization and 
small organization”, even though not 
expressly defined, could have been 
unambiguously deduced from the assessment 
base of any employee who also was payer of 
insurance contributions, since only 
employees could have participated in the 
social insurance and social security systems 
in respect of which the insurance 
contributions were paid; their employers 
could not have been entitled to receive any 
performance from such systems 
(www.nssoud.cz).  

 

The dispute concerning payment of social 
security contributions for January through 
June 2007 did not, however, end by the cited 
resolution. The Regional Court in Liberec 
recently issued a new judgment in the spirit 
of Supreme Administrative Court’s legal 
opinion and the matter will most likely be 
referred to the Constitutional Court.  

 

On 5 January 2010 and under Ref. No. 

 2 Afs 87/2009-131, the Supreme 

Administrative Court provided its opinion 

on deadlines determined by a legal 

“fiction”. In the event that the date for 
delivery of a tax administrator’s letter is 
determined by a legal fiction, i.e. for example 
ten days after the recipient fails to collect the 
relevant document and has been 
appropriately notified in advance that the 
document was deposited, the date of a 
statutory holiday or Saturday or Sunday shall 
may also be considered as the date of 
delivery. According to the Supreme 
Administrative Court, it should not apply in 
such events that the period for a subsequent 
response of tax entities would not commence 
before the next working day, but that such 
period shall commence from the date of 
delivery determined by the legal fiction even 
where the day in question is a statutory 
holiday or Saturday or Sunday. In the given 
case, the tax entity objected that where the 
date of delivery was a statutory holiday, the 
period for filing an administrative action 
should commence no earlier than from the 
next working day. The Supreme 
Administrative Court did not agree and 
assessed the administrative action filed on the 
last of the deadline period calculated by the 
legal fiction from the next working day after 
the date of delivery as an administrative 
action filed upon expiration of the deadline, 
and denied the appeal. It cannot be excluded 
that the cited resolution will have a very 
serious impact which will also be assessed at 
the level of the Constitutional Court.  

_______________________________ 

This summary outlines basic information 
only that in any event cannot substitute the 
full wording of the relevant legal regulations. 
If need be and if concrete problems are 
resolved, please feel free to contact any tax 
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advisor at the law firm Kocián Šolc Balaštík. 
We will be pleased to provide you with more 
details concerning the above-mentioned 
issues. 

Tax team contact details: 

tel.: 22410 3316 

e-mail:  pblazkova@ksb.cz 

               dbucek@ksb.cz 

                jcernohouz@ksb.cz 

 ajuric@ksb.cz 

                hnavratilova@ksb.cz 

 vpatek@ksb.cz 

  

 


