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TRANSFORMATION ACT AND 

ACCOUNTING ACT 

On 11 November 2011, an amendment to 
the Act on Transformations of Commercial 
Companies and Cooperatives and Related 
Acts (the “Amendment”), which was 
previously passed by the Parliament, was 
signed into law by the president of the 
Czech Republic. The Amendment will take 
effect on 1 January 2012. 

The extensive Amendment, which 
significantly facilitates cross-border 
mergers and other company 
transformations, harmonizes the Czech 
regulation of such transformations with 
European law, simplifies information 
obligations for companies, newly allows the 
merger’s decisive date to be set in the 
future, regulates the obligation to compile 
an opening balance sheet and comments 
thereon, and strengthens the rights of 
participants and creditors. 

In connection with the passing of the 
Amendment, the Accounting Act was also 
recently amended. The amendment, which 
concerns the implementation decree to the 
Accounting Act which guides 
entrepreneurs (the “Decree”), addresses the 
most important changes concerning the 
accounting period, company 
transformations, and the reporting of 
corrections in accounting.  

In addition, with respect to a transfer of 
assets, the successor company, spun-off 
company, or participant taking over the 
assets can now extend the accounting 
period if the decisive date of the 
transformation occurs within three months 
before the end of the calendar year or the 
fiscal year and the company transformation 
is entered into the Commercial Register 
within such period. An entity may also  
extend its accounting period if the balance 
sheet date is set within three months prior 
to the beginning of the current accounting 
period or within three months following the 
end of the current accounting period. 
Moreover, the fiscal year can now be chosen 
as the accounting period as early as upon 
the establishment of the entity, even in the 
case of a company transformation, in which 
case it can be applied by the successor 
company, the spun-off company, or the 

participant taking over the assets in the case 
of a transfer of assets.  

The proposal to amend the Decree seeks to 
change the accounting methods concerning 
company transformations, such as 
accounting for the valuation of a company 
transformation, including cross-border 
mergers, compilation of opening balance 
sheets, etc.   

The amendment to the Accounting Act, 
along with the Decree, will take effect on 1 
January 2012. 

GUIDELINE OF THE GENERAL 

FINANCIAL DIRECTORATE  

On 2 November 2011 the General Financial 
Directorate (the “GFD”) issued Guideline 
GFŘ-D-5, which sets forth the procedure tax 
administrators should follow when 
implementing guarantees in tax 
proceedings. 

The text of the cited guideline includes a 
summary of regulations concerning legal 
guarantees with an impact on tax 
proceedings pursuant to individual legal 
regulations. 

The legal guarantee applies to: 

- donors in the case of gift tax and the 
purchaser as the acquirer of real estate 
in the case of real estate transfer tax; 

- participants of a commercial company, 
also for such company’s tax liabilities 
(the guarantee rules are described in 
detail in respect of changes concerning 
the participants in question, in the case 
of a declaration of bankruptcy in 
respect of the company’s assets, after 
dissolution of the company or prior to 
incorporation of the company) 
pursuant to the Commercial Code; 

- members of the Board of Directors and 
the Supervisory Board of a public 
limited company and executives of a 
private limited company pursuant to 
the Commercial Code; 

- silent participants pursuant to the 
Commercial Code; 

- tax liabilities in the case of 
transformations of commercial 
companies and cooperatives pursuant 
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to Act No. 125/2008, Coll., on 
Transformations of Commercial 
Companies and Cooperatives; 

- payers that are recipients of a taxable 
supply for unpaid tax pursuant to the 
VAT Act. 

The guideline also describes the legal 
guarantor’s position in tax proceedings and 
the procedure which the tax administrator 
should follow vis-à-vis such guarantor. 

It is necessary to distinguish tax securement 
by a guarantee on the basis of third-party 
acts. In such events, the tax administrator 
shall proceed similarly as in the case of 
legal guarantee. 

FROM THE CHAMBER OF DEPUTIES 

Amendment to the VAT Act 

The amendment to the VAT Act, which was 
discussed in Tax News No. 9/2011, was 
approved by the Chamber of Deputies after 
being rejected by the Senate and has been 
sent to the president of the Czech Republic 
for signature. Starting at the beginning of 
2012 the reduced tax rate of 14% will 
become valid and the basic rate of 20% will 
remain unchanged. Starting in 2013, both 
rates will be unified in a single rate of 
17.5%. Additional future changes, of course, 
cannot be excluded. 

Retirement reform 

The Chamber of Deputies passed bills 
designated as retirement reform which 
were rejected by the Senate. These bills 
include the Retirement Savings Act, the 
Supplementary Pension Savings Act, and 
the act changing certain acts in connection 
with the adoption of the Retirement Savings 
Act and Supplementary Pension Savings 
Act. The bills, which introduce what is 
being called the second pillar of retirement 
reform, are expected to become effective on 
1 January 2013.  

The retirement savings system 
complements the mandatory retirement 
insurance system. Although voluntary, 
individuals cannot ‘deregister’ once they 
choose to enter the system. With respect to 
individuals who participate in a retirement 
savings scheme with a private pension 
company, the insurance contributions rate 

paid by individuals for the mandatory 
pension insurance will be reduced. 

By introducing supplementary pension 
savings, the existing voluntary pension 
scheme with a state contribution should be 
“locked”, which means that no new 
agreements will be concluded and the 
existing participants in the pension scheme 
will be allowed either to remain in what is 
termed a transformed fund or to pass to the 
new supplementary pension savings.  

A state contribution will be provided to 
participants in the supplementary pension 
savings provided certain predetermined 
conditions are fulfilled. The maximum 
amount contributed by the state shall be 
CZK 2,760 per year. State contributions 
provided to participants in the existing 
voluntary pension scheme will follow the 
same rules as in the case of passing to the 
transformed fund. 

In addition to the newly adopted acts 
mentioned above, the Income Tax Act has 
also been amended. Performance paid from 
the above-mentioned savings to individuals 
will now be exempted from income tax. 
Moreover, individuals will be allowed to 
reduce their tax base by making 
contributions to the supplementary pension 
savings account. The amendment also 
regulates the taxation of pension 
companies, pension company funds, and 
pension insurance institutions. A tax rate of 
5% will newly apply to pension funds, 
pension company funds, and pension 
insurance institutions, save for pension 
companies or similar companies which 
administer funds similar to pension 
insurance funds. 

Health care reform 

The Chamber of Deputies overruled the 
Senate and approved the Health Care 
Services Act. 

The changes in the Health Care Services Act 
also relate to VAT, specifically an 
amendment to the provisions of Section 58 
of the VAT Act, which regulates 
exemptions from health care services and 
goods without a claim to a tax deduction. 

Health care services that are provided 
pursuant to the Health Care Services Act by 
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a health care services provider and stated in 
the authorization to provide health care 
services shall be tax exempt. The goal of 
such services, however, must be to treat or 
to protect human health, or a service closely 
connected therewith. Health care services 
provided for any other purposes (such as 
for the Czech Police, courts, or other 
institutions) cannot be exempt from VAT.  

A health care provider is defined as an 
individual or a legal entity holding an 
authorization to provide health care 
services pursuant to the Health Care 
Services Act. 

 

NEW INTERNATIONAL TREATIES 

Six treaties on the exchange of information 
in tax matters are currently in the legislative 
process. Treaties have been negotiated with 
Jersey, the Isle of Man, Guernsey, the Virgin 
Islands, Bermudas, and San Marino with 
the aim to increase the effectiveness of tax 
collection and administration, as well as to 
reduce tax evasion. 

On 27 October 2011, the Ministry of Finance 
concluded the Treaty on the Exchange of 
Information in Tax Matters with the 
Cayman Islands.  

_______________________________ 

Tax News includes only general information 
that in no way can substitute for the full 
wording of the relevant legal regulations. 
The information contained in Tax News 
should not be construed as legal advice or 
legal opinion. The law firm Kocián Šolc 
Balaštík explicitly disclaims all liability for 
any activities or conduct arising as a result 
of the information contained in Tax News. If 
you need more details or would like to 
solve specific problems, please contact a tax 
advisor at Kocián Šolc Balaštík. We would 
be happy to provide you with more 
information on the above-mentioned issues. 
 
We have sent the Tax News to you as our 
business partner. To unsubscribe, click here: 
 

http://www.ksb.cz/newsletter/unsubscribe/tn. 
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