
In cases involving the companies Fiat and 
Starbucks, the European Commission ruled on 
the inadmissibility of provided state aid among 
other things and defined the term “illegal state 
aid”. In the Czech Republic, particularly advanced 
pricing agreements (“APA”) can represent illegal 
state aid if the APA leads to a violation of equal 
conditions for business activities.  

Generally, any relief or financial and non-
financial aid from a particular country is 
considered as state aid (regardless of the level of 
public administration that provides the aid). State 
aid doesn’t just include obvious forms such as 
subsidies or investment incentives but also any 
regimes providing a selective advantage, i.e. 
better conditions in comparison with other 
entities performing activities in the same sector 
including APAs. 

If countries provide this form of state aid which 
leads to a violation of the equality principle and a 
ban on discrimination, or generally to a violation 
of European economic law, and it was not 
authorised by the European Commission, the aid 
could be considered illegal. The only exception to 
this is state aid that was valid at the time a 
particular access agreement of a given country 
(existing aid) took effect. It can be eliminated only 
in the future, without considering it as illegal in 
accordance with the above. 

The question of state aid´s admissibility should 
be relevant for all states in the European 
Economic Area (member states of the EU as well 

as Liechtenstein, Iceland and Norway). Although 
the majority of the state aid currently provided by 
the Czech Republic should be admissible in the 
context of recent decisions of the European 
Commission because it was authorised or notified 
by relevant EU authorities, APAs could however 
be perceived as problematic with a direct impact 
on conditions for business activities. In these 
cases, we would definitely recommend verifying 
the correctness of the transfer pricing set-up and 
its determination method in accordance with the 
OECD directive and the tax law of the particular 
country.
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Restriction on state aid provided by EU member states 
can also influence advanced pricing agreements

The double taxation treaty between the Czech 
Republic and the Islamic Republic of Pakistan and the 
elimination of tax evasion in the area of income tax 
will be applied by the Czech Republic from 1 January 
2016 and by Pakistan from 1 July 2016. The treaty 
came into force on 30 October 2015.

Among other things, the treaty regulates the creation 
of a service-related permanent establishment if the 
duration of its activities exceeds six months in any 
period of 12 months. According to the treaty, 
dividends paid out may be taxable in the source state 
in the amount of 5% if the beneficial owner owns at 
least 25% of the capital (in all other cases the dividend 
income is taxed at 15%). Royalties may be taxable up 
to 10% of the gross amount of the fee.

Rather unusually, the treaty also includes the 
possibility to tax income arising from fees for services 
in the same way as other royalties, if it concerns 
technical, managerial or consulting services provided 
by a resident of one contracting state to a resident of 
the other contracting state. 

For more information about the above or for help with 
business activities in this region, please contact Zenon 
Folwarczny or Jan Hájek.
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From 1 January 2016, there will be significant 
changes in the rules for compiling consolidated 
financial statements in relation to amendments to 
the Accounting Act and implementing decrees. 
The obligation to compile consolidated financial 
statements will newly relate to groups that exceed 
at least two of the following conditions on the 
consolidated basis on the decisive day: 

• total assets of CZK 100 million

• net turnover of CZK 200 million

• average number of employees: 50

Compared to current practice, there is a 
significant reduction in the mentioned criteria, 
and companies will have to be prepared for 
additional requirements, except those that meet 
the statutory exemptions.  

Another significant change in this area is the 
extension of requirements on information 
published in the attachment of the consolidated 
financial statements. In addition to the previously 
required information specific for the consolidated 
financial statements, the decree newly requires 
stating the same type of information that must be 
published in a separate financial statement of a 
big accounting entity. The decree further specifies 

that this information must be stated on a 
consolidated basis, i.e. including related 
adjustments (e.g. intercompany transaction and 
balances). These changes will lead to the 
harmonisation of consolidated financial 
statements in the Czech Republic and increase 
their value significantly for the user. On the other 
hand, companies that reported only the minimal 
extent will be forced to adjust their financial 
statements closure process accordingly.

With respect to the necessity of publishing 
comparable data in the financial statements, it is 
recommended that the concerned companies 
incorporate the new requirements in their 
financial statements for the year ending 31 
December 2015. Please keep in mind that 
consolidated financial statements must always be 
verified by an auditor. 

Establishment and 
operation of children‘s 
groups now financed by EU 
structural funds

Companies now have the chance to get a subsidy 
for establishing and operating a children’s group 
or other form of childcare. The Ministry of 
Labour and Social Affairs of the Czech Republic 
called for a submission of projects that will be 
aimed at financial subsidies for establishments 
of this kind.     

The subsidy could be exploited mainly by 
companies that are currently willing to offer 
their employees this unusual, but for both sides 
very favourable childcare benefit. The financial 
funds could be used for the construction and 
equipment of such establishment as well as for 
the salaries and related costs of the employees 
taking care of the children. The novelty consists 
of a simplified regime of subsidy exploitation. 
The advantage is financing in advance (not 
regarding invoices submitted retrospectively). 
The amount of the subsidy is not tied to the 
amount of money used by the implementer. Of 
course, a contribution from the applicant is 
required. On the other hand, the applicant can 
also finance the childcare to some extent with the 
help of parents, i.e. employees. The possibility of 
tax advantages is another benefit for parents and 
also the establishment operator. 

Specialists from the international law office of 
PwC Legal are ready to help you with the 
application and the set-up of such childcare 
establishment for employees. 

Change in rules for 
personal data transfer to 
the USA

The European Court of Justice published a 
groundbreaking verdict that abolished the so-
called Safe Harbour regime and changed the 
previous practice of personal data transfer to the 
USA. This means that companies transferring 
personal data to the USA are forced to use 
another tool. This can be mainly either a 
standard contractual clause or binding corporate 
rules. 

The office for personal data protection already 
sends notification with a recommendation to 
companies that are believed to be processing 
personal data which might be transferred to the 
USA.   

What did the Safe Harbour regime mean?

The Safe Harbour regime was founded by a 
decision of the European Commission and made 
it relatively easy to transfer personal data to the 
USA, particularly to US companies that decided 
to comply with Safe Harbour requirements. 
Compliance with Safe Harbour rules should have 
ensured the corresponding level of personal data 
protection when transferring to the USA. 
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In 2015, for the first time, natural persons are obliged to notify 
the Tax Office about any tax-exempted income that is also 
higher than CZK 5 million. 

If the notification duty is not fulfilled, there is a risk of a fairly 
big fine, where the highest one amounts to 15% of the 
exempted income, i.e. the exempted income is eventually 
taxed. 

The most frequent income types of natural persons that could 
be subject to notification: 

• sale of a house, flat, land abroad

• sale of a share in a company 

• sale of a share in a co-operative 

• sale of securities

• sale of antiquities, valuables

• inheritances, gifts

• and others 

There is no notification duty in the case of income that the tax 
administrator can determine from a registry or evidence, e.g. 
in the Cadastral Registry of the Czech Republic, i.e. income 
registered there from the sale of a house/flat/land.

To announce this exempted income, a form issued for this 
purpose can be used. The notification must be filed to the local 
competent tax office within the deadline for tax return filing. 
The notification must be done even if there is no obligation to 
file a tax return. 
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Changes in pension and life insurance

The parliament passed a law with validity from 1 January 2017 that increases 
the amount of tax-exempted employer contributions to supplementary 
pension insurance with a state contribution, supplementary pension savings, 
pension insurance and private life insurance of its employees from CZK 
30,000 to CZK 50,000 per year. 

Simultaneously, the deductible amount that the taxpayers contributing to 
these types of insurance will be able to deduct from their tax bases will 
increase from CZK 12,000 to CZK 24,000 per year. 

The law must be passed by the Senate and ratified by the President of the 
Czech Republic.

Tomáš Hunal
+420 251 152 516

The Czech labour market will 
be opened for specialists from 
Ukraine

After performing a needs analysis of the labour
market, the Ministry of Labour and Social Affairs 
(“MLSA”) together with the Ministry of Foreign 
Affairs decided to speed up the visa process for 
technical professions that are in scarcity over the long 
term (IT specialists, engineers). The indicated 
changes will influence mainly the preferential 
acceptance of applications at the Czech embassy in 
Ukraine, except for the VISAPOINT appointment 
booking system which does not offer appointments 
for long-term applications. Further, there is no need 
to be interviewed by a consular officer. The test phase 
of the project will be applied on 500 specialists from 
Ukraine. 

MLSA will further examine the labour market to find 
other professions in scarcity. The extension of the 
project in this regard mentions Uzbekistan and 
Mongolia. These projects do not influence the priority 
of Czech/EU citizens on the labour market. 
Companies in the Czech Republic will be further 
obliged to publish the requested job vacancy, and 
after 30 days the vacancy can be offered to the 
foreigners mentioned above. 
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How to reserve a place?

For more information and to register, please visit our websites: www.pwc.cz/academy. Should you have any questions, do not 
hesitate to contact Lucie Kašparová, tel: +420 251 152 035 or write to the.academy@cz.pwc.com

Date: 8 – 10 December 2015
Venue: PwC, Hvězdova 1734/2c, Prague 4
Time: 9am – 4:30pm
Price: CZK 12,000 + VAT

CZK 10,000 + VAT for ČIIA members
Language: English

Date: 12 – 14 January 2016
Venue: PwC, Hvězdova 1734/2c, Prague 4
Time: 9am – 4:30pm
Price: CZK 12,000 + VAT

CZK 10,000 + VAT for ČIIA members
Language: English

Date: 15 December 2015
Time: 9am – 5pm
Venue: PwC, Hvězdova 1734/2c, Prague 4
Price: CZK 5,500 + VAT
Language: Czech

This three-day course will guide you through the exam areas of Certified Internal Auditor –
part 1 as per the new syllabus. These areas include the following topics: complying with the 
IIA’s attribute standards; establishing a risk-based plan to determine the priorities of the 
internal audit activity; understanding the internal audit activity’s role in organisational
governance; performing other internal audit roles and responsibilities, governance, risk and 
control knowledge elements; planning an audit engagement. 

The next part of the preparatory course for the Certified Internal Auditor exam is aimed at the 
second part of the qualification –conducting the internal audit engagement. The following 
topics are included in this part: conducting audit engagements, conducting specific audit 
engagements, monitoring engagement outcomes, fraud knowledge elements and audit 
engagement tools.

Come and join us for a course focused on financial statement preparation according to IFRS 
adopted by the European Union for the year ending 31 December 2015. This course 
emphasises the publishing of information that is now required in comparison with the year 
2015 and focuses on common mistakes / deficiencies that arise when preparing the financial 
statements in accordance with IFRS, such as publishing regarding financial instruments 
(IFRS 7 and IFRS 13), the structure of the primary financial statements, publishing the 
impairment of non-financial assets, terminating activities and assets held for sale, related 
parties, etc.

CIA 1 – The Internal Audit activity’s role in governance, 
risk and control

CIA 2 – Conducting the Internal Audit Engagement 

The financial statement for 2015 prepared according to 
IFRS as adopted by the European Union 

Certified Internal Auditor 

Paying corporate taxes gets 
less difficult mainly due to 
electronic reforms

The possibility to file tax returns and pay taxes 
electronically were two of the most common reforms 
made by countries all around the world during the 
last year. This was revealed in the latest edition of 
the study “Paying Taxes” by World Bank Group and 
the consulting company PwC. 

Paying taxes is becoming easier for medium-sized 
companies worldwide. The emphasis is shifted from 
tax rate decrease towards the implementation of 
technologies due to which the administration 
burden declines. The study also shows that low-
income economies are facing the biggest reformative 
challenges.  

The study “Paying Taxes 2016” found that the 
overall average profit taxation of a model company 
decreased by 0,1 % to 40,8% in comparison with the 
previous year. A company makes a yearly average of 
25,6 tax payments and spends 261 hours on tax 
administration, 2 hours less than one year ago. 

On average, payroll taxes represent similar costs to 
those of profit taxes for all companies all over the 
world as identified by the Paying Taxes analyses – in 
both cases the average value of such taxes represents 
approx. 16.2%., i.e. 4/5 of all tax expenses paid by 
companies.  

“There is always significant room for tax system 
reform in the sense of simplification and affability to 
taxpayers. This year’s study shows that there is a 
particularly acute problem in developing countries 
where IT infrastructure is missing including 
broadband internet connection needed for the 
construction and operation of modern tax systems 
that would increase incomes for growth 
maintenance”, adds Andrew Packman, head of 
Tax Transparency and Total Tax 
Contribution in PwC. 

Study

www.pwc.cz/academy
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Auditors from the PwC CZ Brno office helping the 
Pálava protected area for the last 5 years 

Altogether, 20 auditors and tax advisors from the PwC CZ Brno office made use 
of their volunteering day in order to clean up the protected natural reserve 
Pálava. Within the cooperation that has gone on for the last 5 years, more than 
100 employees of PwC have helped out at Pálava. 

This year, volunteers helped to maintain the Děvín national nature reserve. 
Burning removed undergrowth and the consequent clean-up of the entire area 
were managed excellently and helped to create a better environment for 
particular protected animal and plant species and their biotype. 

Protecting the environment not only by decreasing the carbon footprint from 
office work but also primarily by volunteering activities is one of the foundational 
principles of the PwC CZ strategy. For the last 5 years we have succeeded in 
decreasing the carbon footprint by 34% per 1 employee. In 2014 in comparison 
with the previous year, this represents a decrease of one-third. Group of volunteers from the Brno PwC office who volunteered at Pálava
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