
The Government has released 
its mission statement, and the 
individual branches are already 
beginning to work under the 
leadership of the newly appointed 
ministers. Now, I’ll try to put in 
context the Ministry of Finance’s 
priorities mentioned in the mission 
statement, the first reported steps 
of this Ministry and likewise the 
development in the tax area on the 
international scene. This leads me to 
the conclusion that we can expect a 
rather noticeable reinforcement of 
the pressure on collecting existing 
taxes rather than increasing their 
rates in the next four years. But  
I leave one reservation here. 
The main motto of the mission 
statement is the efficiency of tax 
collection. I assume that the tax 
administration will seek to make 
more use of electronic resources 
in this area. As an example, I can 
mention the implementation of 
IDEA software, which can find 
suspicious transactions in taxpayer 
accounts (e.g. significant accounting 

entries made just before the end  
of the year or during the night, 
manual entries that override 
automatic ones, etc.).  
The purpose of the implementation 
of this software and other steps 
within the ‘digitization of taxes’ 
is so officials spend less time with 
routine tasks and so the system 
alone can give them the maximum 
possible information, including 
the identification of appropriate 
entities to audit. To enable the more 
efficient collection of taxes,  
a new „shock troop“ should be set 
up grouping the tax administration, 
the customs administration, the 
financial analytical department  
of the Ministry of Finance and  
the police. 
The Ministry has already announced 
that the tax administration is 
expected to increase the collection 
of income tax at the level of CZK  
5 billion a year. This amount is 
not staggering in proportion to 
the entire state budget, but still it 
is, I think, a very ambitious task. 

It‘s the equivalent of an additional 
CZK 50 million per year for each of 
the five hundred largest taxpayers. 
It is clear from discussions with 
representatives of the Ministry and 
the tax administration that the main 
area where they want to ‘find’ that  
5 billion is transfer pricing. 
Therefore, I expect a significant 
increase in the thoroughness and 
the number of tax audits focused 
on transfer pricing. This trend 
also corresponds with the latest 
development on the international 
scene. In any case, the OECD 
document called BEPS (Base Erosion 
and Profit Shifting), which contains 
a summary of the steps aimed  
at tax optimization, will sooner 
or later force the Czech Republic 
to introduce the obligation to 
provide detailed information about 
transactions between related parties 
or required documentation  
of transfer prices. 
The mission statement further 
specifies that the Government 
intends to take action in the area of 

proving the origins of assets.  
I understand this provision such that 
we are likely to see some form of 
asset returns. 
The above and additional measures 
(such as the extension of the VAT 
reverse charge) should contribute 
to an increase in the tax collection 
without increasing the tax burden  
or the administrative difficulties  
of taxes. However, I have a definite 
reservation with this plan that  
I have already mentioned in the 
introduction. I am afraid that the 
Government will eventually have to 
increase the taxes somehow, whether 
it wants to or not, if it fails to manage 
the expense side of the state budget 
economically (which centre-left 
governments generally tend to have  
a problem with). I truly hope that 
this will not occur. But we‘ll see ...

David Borkovec 
+420 251 152 561
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Tax Law

Another amendment 
to the VAT Act is 
coming soon   
A special regime called „Mini One 
Stop Shop“ will be introduced into 
the VAT legislation by an amendment 
to the VAT Act. This regime relates 
to the change in the rules regarding 
the determination of the place 
of supply for the provision of 
telecommunication services, radio 
and television broadcasting services 
and electronically supplied services 
to a person not liable to tax. As of 
1 January 2015, the provision of 
these services will be subject to the 
rate of VAT valid in the country of 
the customer – a non-VAT payer. 
The provider of the service will thus 
have to either register for VAT in the 
country where the customer is seated 
or he will use the possibility to register 
in the „Mini One Stop Shop“ system 
which will be enabled in the Czech 
Republic from 1 October 2014. The 
amendment to the VAT Act is in the 
outer comment procedures. This is 
a mandatory implementation of the 
European VAT Directive.

Martin Diviš 
+420 251 152 574 
  

OECD measures 
against abuse of double 
taxation treaties   
The Organization for Economic 
Cooperation and Development (OECD) 
has prepared a proposal for further 
measures to follow up on the action plan 
issued on 19 July 2013, which is devoted 
to the issue of distortion of the tax base 
and the transfer of profit (BEPS).
The proposal, relating to measure 
no. 6 (from a total of 15 measures), 
addresses how to prevent the abuse of 
international treaties on the avoidance 
of double taxation (“treaties”). The 
OECD is calling for the amendment of 
the OECD Model treaty as well as the 
treaties between individual countries 
and submits for further discussion the 
situations in which the benefits resulting 
from the treaties are wrongly used. 
The OECD proposal is divided into 
three basic parts. The first part focuses 
on the changes to the treaties and 
national legislation so as to prevent 
the unauthorised use of the benefits 
resulting from the treaties (e.g. in 
areas such as low capitalisation, double 
residency, transfer prices).
The second part of the proposal deals 
with the prevention of possible „double 
non-taxation“, and the third part deals 
with the rules which countries should 
take into account when signing new 
treaties.

Jindřich Ibl 
+420 251 152 643 

Pledge registers may 
jeopardise your position 
as security agent  
A pledge to a receivable may now 
arise only when registered in the 
public pledge register and not 
simply by concluding a contract. 
This was introduced by the new 
civil code (“NCC”). In the old one 
(“CC”), a pledge to a receivable arose 
by concluding a contract (unless 
the contract had set a different 
arrangement), and in practice  
it was not written in any registry  
or public list. 
The crucial question, however, is which 
pledge claim will take priority? From 
a practical point of view, it would 

seem that the priority should be set 
up according to the order in which the 
pledge claim was created. The NCC, 
however, determines the priority of 
the pledge claim entered in the pledge 
register, so it puts aside any pledge 
claims arising other than by being 
written in the registry and regardless 
of whether they have been established 
according to the CC or the NCC. 
At the moment, it is suitable for “older” 
security agents to enter existing 
pledge claims into the pledge register 
to avoid any disputes relating to 
what pledge claim will take priority 
from the perspective of the current 
interpretation. It can be assumed 
that the solution to such disputes 
will depend on the decision-making 

practice of the courts in the future.
The question is whether this new 
procedure can be considered in line 
with the principles on which the NCC 
is based, and in particular with good 
morals, because strict compliance with 
and the application of such a rule may 
seem to be greatly disadvantageous 
and unfair towards the “older” security 
agents. 
Are you a security agent and you wish 
to register existing pledge claims? 
Please contact us in full confidence.

Barbora Masařová 
+420 251 152 912    

Michael Mullen, lead 
partner of PwC’s legal 
services in the region 
of Central and Eastern 
Europe, became  
a partner and co-owner 
of the PwC Legal law 

firm and is also the Managing Director 
of the company. He will now share 
more intensively his many years of 
experience and knowledge in the 
fields of corporate law, real estate and 
mergers and acquisitions with the PwC 
Legal clients in the Czech Republic. 

Michael Mullen (47) has more than 
20 years of legal practice, out of which 

more than 15 years in the region of 
Central and Eastern Europe. He has 
worked not only in the Czech Republic 
and Slovakia but also in the United 
States, Russia, Turkey, Hungary and 
Romania. He specialises in particular 
in the legal aspects of mergers and 
acquisitions, private equity, venture 
capital and real estate transactions. 
He also deals with legal audits and 
due diligence, labour law, personal 
data protection, intellectual property 
law and the area of IT. He is a member 
of the Czech Bar Association and the 
New York and Illinois Bar Associations. 

 

Michael advises the leading Czech 
and multinational companies and 
private equity funds in acquisitions, 
divestments, purchase or sale of 
companies, real estate and other assets 
and the financing of such transactions. 
Prior to joining PwC, he was a partner 
in the largest law firm on the Czech 
and Slovak market and also worked 
more than seven years in international 
law firms such as Altheimer & Gray 
and White & Case. Michael Mullen is 
married and has three children. He 
spends his free time mainly with his 
family, going bike-riding and devoting 
some time to wine.

Michael Mullen became a partner in PwC Legal
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Study

Scandinavian countries are the most favourable to women   
 
The Czech Republic holds 20th place according to the OECD 

British economic analysts at PwC have again compiled the rankings of the Women in Work Index. The ranking 
assesses in particular the differences in the salaries of men and women, the participation of women in the labour 
market and their market share in positions on a full-time basis. The top five are traditionally the Scandinavian 
countries and New Zealand. Like last year, the Czech Republic took 20th place.  

The status of women on the Czech labour market is developing favourably. The difference between the salaries  
of men and women dropped by one percentage point to 15%, the proportion of women in the labour market 
increased from 62% to 64% and female unemployment is not rising. But the changes are coming too slowly in 
comparison with the more successful countries. A flexible work load that would allow women to better harmonise 
career with family is an essential theme at the moment. Their offer on the Czech market is still limited.

PwC measured digital IQ of firms  

The 6th annual PwC global survey Digital IQ showed that many companies call themselves ready for the online 
world, but only 20% of them evaluate themselves on such a level that they can benefit from technology trends,  
or that they have a high digital IQ. This year, 1500 senior executives of companies and IT directors from  
38 countries participated in the survey, including the Czech Republic and Slovakia. 

A company with a high digital IQ is characterised by the fact that technology and digital trends are part of  
its culture and business model. It communicates via social technologies, allows mobility, uses the cloud and  
is able to analyze big data.

While 41% of companies worldwide invest in mobile technologies for communicating with customers, it is only  
13% in the Czech Republic and Slovakia. In the case of mobile technologies for employees, it’s a mere 11%  
in the Czech Republic and Slovakia, 37% worldwide.

The survey also revealed: 

www.pwc.cz/digitaliq

Law

Bulgarians and 
Romanians have free 
access to the labour 
market in the EU  
From 1 January 2014, citizens of 
Bulgaria and Romania applying for 
work in other EU member states have 
free access to the entire labour market 
in the EU, i.e. they do not need to apply 
for a work permit. The administration 
related to the transfer of Romanian 
and Bulgarian workers within 
related companies which operate in 
the territory of the EU will thus get 
significantly simpler. Even though 
the Czech Republic has not applied 
restrictions and opened its labour 
market on the date Bulgaria  
and Romania joined the EU, it means  
a significant relief for a Czech employer 
if he will need to move such a worker 
on a local contract to e.g. Germany. 
Croatia, which joined the EU on 1 July 
2013, is now in the first phase of the 
process when restrictions will apply 

on Croatian workers in a total of 13 
EU countries for a period of two years. 
The Czech Republic is not among these 
countries, so the citizens of Croatia 
can work and live in the territory of 
the Czech Republic even now. The 
employer must only fulfil the obligation 
to inform the Employment Office. 
Although the EU still proliferates the 
view that it will have to restrict the 
free movement of workers due to 
growing unemployment, the European 
Parliament sent a clear signal to all 
countries during one of its January 
meetings that maintaining the free 
movement of workers is in the interest 
of the EU’s economic development, and 
that it cannot be separated from the 
free movement of services and goods.

Petra Kleinová 

+420 251 152 612

Employees

Legal services of PwC Legal: Our special products   
• Corporate succession and management of family assets 
• Trusts, foundations and trust funds
• Addressing the responsibilities of companies and managers  
 and their optimization
• Managerial motivational topics
• Structuring of investment funds
• M&A: transactional packages 

• New codes for 2014 (New Civil Code / Act on Business Corporations)

 

Companies that measure innovation  

are twice as likely 

 to be top performers 
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We invite youThe Academy

International trade with goods from a VAT  
and customs perspective  
    - advanced course  
    6 May 2014 in Prague, 9:00 – 13:00 
    PwC, Hvězdova 1734/2c, Prague 4
    Registration: dph.seminare@cz.pwc.com

VAT specifics of the companies with a coefficient 
    13 May 2014 in Prague, 9:00 – 13:00
    PwC, Hvězdova 1734/2c, Prague 4
    Registration: dph.seminare@cz.pwc.com

Feel free to send employees abroad 
    16 May 2014 in Prague, 9:00 – 16:00
    PwC, Hvězdova 1734/2c, Prague 4
    Registration: www.pwc.cz/mobility

Details on these and other events are available  
at www.pwc.cz/events

Project management:
PMP intensive introductory course  
 

The course will thoroughly prepare you for the PMP exam (Project Management 
Professional) in the form of unique games, activities and exercises which are 
designed to accelerate the learning process and help you retain the new knowledge. 
You can complete the PMP exam immediately after completing the course.  
The price includes the course and complete RMC materials.
 

Date: 20–23 May 2014, 8.00 - 18.00 
Venue: City Green Court, Hvězdova 1734/2c, Prague 4 
Language: English 
Price: 20 000 Kč + VAT 

For more information and registration, please visit our webpage  
www.pwc.cz/academy. Should you have any questions, please write an email  
to the.academy@cz.pwc.com or contact Daria Šašková, tel.: +420 251 152 446.

How to register?

www.pwc.cz/academy

We invite youStudy The AcademyEmployeesLawTaxTopic of the month
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