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The Income Taxes Act
WINFR1SHEIL

» On 18 August 2017, Act No. 246/2017
Sb., providing for European political
parties and European political founda-
tions became effective. As part of the
Act, there is also a change in the In-
come Taxes Act. Natural persons and
legal entities may deduct from their in-
come tax bases (that is, for both per-
sonal and corporate income tax) their
donations to European political parties
and European political foundations.
Donations received by European po-
litical parties and European political
foundations are exempted from in-
come tax.

Effective 1 September 2017, with the
effect for the whole year 2017, a free-
of-charge donation of blood-forming
cells is valued at CZK 20.000 per one
session, and the value of a free-of-
charge blood donation has increased
from CZK 2.000 to CZK 3.000. The
amounts can be claimed in tax returns
for the year 2017, or in yearly reconcil-
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iations of tax on dependent activity (em-
ployment) for the year 2017; regardless
of whether donations took place before
or after 1 September 2017.

Effective 1 January 2018, the tax credit A 2018 F 1B 1 HF 4, S —HahI
for the first child has increased from ®IHEIOFIENE 13,404 E 2 re BAIEFHE
CZK 13.404 to CZK 15.204. 15,204 3553585,

Minimum wage effective 1 January 2018
2018 £ 1 B 1 Bt X T 5!

» On 21 August 2017, the Government of 2017 F8 B 21 B , #ERHIELATE
the Czech Republic passed the amend- 37 % 567/2006 Sb E/FBEEIEIT
ment of the statutory instrument No. = w=pm20185E 1818, 2
567/2006 Sb., and effective 1 January TN 12,200 e (TTE

2018 the minimum wage will increase .
11,000 55 ) . ZBITRFE9

to CZK 12.200 (at present, it is CZK
N /N = I
11.000). The amendment will be pub- = PEIERXEZFAM, BREETHER

lished in the Collection of Laws in Sep- 7 ERMEHIZMAIAE , fla , ZFF5
tember. From the amount of minimum HEXHAIEKXIERER , HE) LERR

wage other payments derive, for in- SIELHERAKNL , TR
stance, the maximum tax credit parents ) spypeEEKEZ. 2018E1 8 1

may claim for placing their child in a pre- Hit SRS SIS ] 1 647

school facility, the limit of income deci- .
. . . HEverebA ( BRI 1,485 i) .
sive for claiming a tax bonus per a child,

payments of health insurance of per-
sons without taxable income etc. From
1 January 2018, the minimum payment
of health insurance will increase to CZK
1.647 (at present, it is CZK 1.485).
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» In connection with the higher minimum AREEHERITRFEE TR  &IEAREL
wage, the minimum amounts of the & (BEAR) BLEFHEF.
guaranteed wage will also increase.

The amendment of the State Social Support Act
ExRIEREXEIESR

» On 1 January 2018, the amendment 2018 &1 H 1 Hie , ExRHKREEE
of the State Social Support Act will be-  TFZ=FFA454( 55 200/2017 Sb 23%2 ),
come effective (Act No. 200/2017 Sb). B TE =AM BER AT £
The ame.ndment. of law .WI|| introduce 5 SNBSS ETE
changes in drawing and in the amount

of parental benefits, and child benefits
will increase.

Delicts EX{TH

» On 1 July 2017 significant changes in

: N : 201757 B 1 Hife JBFEEBEIERNZE:
delict legislation became effective:

Act No. 250/2016 Sb., providing for lia- & 250/2016 Sb 23%% , MIETiH LS
g

bility for delicts and delict proceedings, (z5psRiRINRRE : 5 251/2016 Sb
and Act No. 251/2016 Sb., providing

for certain delicts. In connection with

AR, METEEITH, EERERMEN
RIS ,— &SRS AR ZNEBREFET |
BRSNS A,

the legislative changes, a wide range
of laws was amended, including ac-
counting and tax laws.

» The Act providing for Restrictions on REIIESIGHERESE !
Cash Payments:
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Under the new rules, legal entities and FEFASEA S | IEALWERIERITRTIK
entrepreneurs may be sanctioned as A3% 5,000,000 #EE5EER,. 7EIBA L
much as CZK 5.000.000 for a delict. EEmEEE 500,000 EEETEE,

Under the old rules, the maximum sanc-

tion was CZK 500.000.

» The Act providing for Registration of  $HEEICHEIESE :
Sales:

o

il

New delict provisions have been intro- FiEEMEFELERITHTRT
duced under which the maximum sanc- 500,000 $E5a5EA,
tion is CZK 500.000.

» The Act providing for Social Security  H{FEixiE%E A==
Premiums:

Under the new rules, self-employed FEFTRSERS , BRARNRA SRR
persons will commit a delict if they fail A S NFISE | 8 T BE
to submit their due and corrective re- AR SRR R R T RS | NS

ports of income and expenditures, or if A . R
A ~ 5 ~ 5 Ky

they fail to document the fact that their e e
A =ik 50,000 #E5erabA.

tax reports are processed by tax advis-
ers. A delict may be penalized up to
CZK 50.000.

Meal vouchers &%

» In connection with the amendment of EFIRFMEZTHNEIEZRS |, HEamRiNE
the Act providing for Restrictions on OB FEREEES | LRLER(E
Cash Payments, the Chamber of Dep- FEAGE. EFENh BELEESe

uties of the Czech Republic (in its 3rd

| public ( WESASIT ST BEY | HEEEas
reading) probably passed an amend- o
ment of the Income Taxes Act which ERTRERA.

restricts employees’ tax exemption of



meal vouchers. Under the new rules,
an employer will have to make a writ-
ten agreement with the company issuing
meal vouchers which will stipulate that
meal vouchers may only be used for the
purposes of staff canteen.

Registration of Beneficial Owners &Z%

Effective 1 January 2018, beneficial own-
ers of legal entities will have to be reg-
istered in a public register. The data will
not be freely accessible to the public, but
a very wide range of persons will be able
to access the extracts from the register.
On 23 August 2017 the Ministry of Justice
tendered the register of beneficial owners
with the estimated date on 5 September
2017. The Ministry requires that the reg-
ister should start to operate on 1 January
2018.

Sickness insurance EJEIRG

Effective 1 January 2018 sickness ben-
efits will be increased in the cases of a
long-term sickness.
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» Effective 1 February 2018 a new type of a

sickness benefit will be introduced for fa-
thers of new-born babies. The benefit will
be provided for the period of 7 days, not
later than 6 weeks after childbirth.

In the second half of 2018, a new benefit
is likely to be introduced for persons who
take care, on a long-term basis, of their
family members in the case of a sudden
illness or after an injury. The benefit will
be paid for up to 90 days. An employer
may refuse to allow the leave of his em-
ployee due to serious operating reasons,
if the employer notifies the reasons to his
employee in writing. In all other cases,
employers will have a duty to allow their
employees’ absence from work. During
the period when an employee takes care
of his family member, the employer will
not be allowed to give such employee a
notice of termination. For the purposes of
calculating vacation, the period of taking
care for a family member will be treated
as a period of work performance.

Written by
Klara Kosinova

klara.kosinova@vgd.eu
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- Development tax allowance
KERBINE

» A development tax allowance is avail-
able in the form of a reduced tax li-
ability, depending on the scope of the
investment, its location and its job cre-
ation.

Remarkable changes were made
to the development tax allowance
in 2014 according to the adoption
of Commission Regulation (EU) No
651/2014.

The allowance may be granted for in-
vestments, listed below:

» The net present value of the invest-
ments at least HUF 3 billion or more in
eligible expenditure;

* The net present value of the invest-
ment in promoted areas is at least
HUF 1 billion or more;

* Investments aimed at the creation of
jobs;

RIEIREOEE. Rk NEHEIARE |,
FHB T —ILURFR A ZURY AR R
BECR.

RIEMREREZR S 651/2014 SHE |
S FE 2014 3R BRI B
TEERIZL.

X TFAS A R LSS FREBUAEE

« FIMEED 30 ZFFHEIA LB
HERAIRE |

- EEF R KIRZRSIEED 10
12 FIMHE LA EARE |

- BEANEHMUANSANRE



* Investments valued at least HUF 100
million or more in eligible expenditure
which promote environmental protec-
tion or film and video —making projects,
basic research, applied research and
experimental development;

* Investments by SMEs which exceed
HUF 500 million, if the enterprise in-
creases the number of employees by
five (for small enterprises) or 10 (for
medium -sized enterprises) within the
following four years, or increases its
wage costs by at least 10 times ( for
small enterprises) or 25 times (for me-
dium -sized enterprises) the annual
minimum wage;

* Investments promoting the process

and distribution of agricultural products;

* Investments at least HUF 100 million
in projects implemented and operated
in a free entrepreneurship zone.

» Additional requirements must be met

for investments relating to the first two
points above—for a five-year period
following the first incentive year, the
company must increase the number of
employees by at least 50 (or 25 in un-
derdeveloped regions), or increase the
wage costs by at least 300 times (or
150 times in underdeveloped regions)

the annual minimum wage.
_8_
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» A development tax allowance for in-

vestments exceeding EUR 100 million
in eligible expenditure (which is in ac-
cordance with EU regulations on gov-
ernment subsidies) is available by the
permission of the Ministry for National
Economy.

According to the rules the develop-
ment tax allowance, 80% of corporate
income tax payable may be deducted
for up to 10 years within the 12-year
period beginning from the filing of the
relevant notification with the Ministry
for National Economy. This period was
increased by the Act of the Corporate
Tax to 16 years for investments started
after 31 December 2016.

Regional aid map of Hungary
S FRIX 151 Bf

Large enterprises based in Budapest
are not eligible for tax incentives, while
those in Pest County are only able to
claim tax incentives for projects aimed
at starting a new economic activity in
certain assisted areas (available tax in-
centive is 20% or 35%).
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Aid intensity is 25% in the Western Trans-
danubia region and 35% in the Central
Transdanubia region. In the Northern Hun-
gary, Northern Great Plain, Southern Great
Plain, and Southern Transdanubia regions,
the maximum aid intensity is 50%.

Free entrepreneurship zone

BHEMX

The free entrepreneurship zone contains
more than 900 settlements in the unprivi-
leged areas of Hungary designated by the
government and coordinated by the re-
gional business development agency that
is comprised of individual regions, separat-
ed by public administration, borders, and
topographical lot numbers, that are treated
jointly for regional development purposes.

Written by

Dr. Julia Veress

Julia.veress@vgd.hu

_10_
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China / &0F

- China Increases the Amount of Chinese VAT Refund on Goods and
Services Purchased by Foreign Diplomatic

i

PERSINEREEE (AN ) EREEREEWSL YIRS IBERRREUE

» China has substantially increased FEAIERES THNEERE (50) 1R
the amount of value-added tax re- v R ST YRR S A R A RE

HIER
fund (VAT) for goods and services  supr  grisimay (shammrees (91)
purchased by the foreign diplomatic

. . . NEIE RAESEWE YIRS IG(ER
(consular) missions, their diplomatic ‘ }
agents (consular officers) as well as REEDIE) AE . B 2017510
1 B :

/

o

~
g
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\

I fxd
O m

members of their administrative and
technical staff who are neither Chi-
nese citizens nor permanent residents
in China (hereinafter referred to as the
“Eligible Beneficiaries”). Pursuant to
the newly-amended “Measures for the
Administration of Refund of Chinese
Value-added Tax on Goods and Ser-
vices Purchased by Foreign Diplomat-
ic”, since October 1, 2017:

1. for goods and services purchased 1. SMNETEE(E (51) EERNMAEL

by the Eligible Beneficiaries, apart WSTEFNRS | [EHEas | &

from v§h|cles and .rents, sales amount BRI E ST (SR ) B 125
(including tax) claimed for tax refund o _
ToiEnnzl 18 At ;

is increased from RMB 120,000 yuan
to RMB 180,000 yuan;

_11_



2. for consumed electricity, gas, gaso-
line and diesel with no tax amount
noted in invoices, refundable VAT is
adjusted to be calculated at applicable
tax rate, instead of leviable rate.
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2. WMEEBA, MR, [H. 2&H 4 F
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&R EIGERUERER,

China Formally Abolishes the Business Tax

PEEELEE

» On November 19, 2017, Chinese Pre-
mier Li Kegiang signed the decree of
the State Council, promulgating the
“State Council’s Decision on Abolish-
ing the Provisional Regulations on
Business Tax of the People’s Republic
of China and Amending the Provision-
al Regulations on Value-Added Tax
of the People’s Republic of China”,
and the business tax that had been in
place since 1994 was formally abol-
ished.

» A pilot program for replacing the busi-
ness tax with value-added tax was
launched in 2012, which was expand-
ed nationwide on May 1, 2016. After
the overall expansion of the pilot pro-
gram, service industries used to under
the business tax have been uniformly
subjected to the value-added tax, and
the business tax has been basically
canceled in the round. The decision

_12_
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released by the State Council marks that
the business tax finally fade out of the
stage of history.

» The reform is a major move to promote
the supply-side structural reform. It is
the largest tax reform implemented in
China in recent years, also the highlight
of the current Chinese government to
push forward reform of the fiscal and
taxation system. This reform serves mul-
tiple purposes, including promoting the
establishment of a unified and concise
tax system and the elimination of double
taxation, effectively reducing the burden
on enterprises and the public, lengthen-
ing the industrial chain, expanding the
tax base, implementing the strategy of
innovation-driven development, propel-
ling the growth of new driving force and
industrial upgrading, and boosting em-
ployment, which provide not only strong
support for the current economic growth,
but also giant power for the sustainable
development in the future.

Written by
Gong Jian

Partner of Pan-China
gongjian@pccpa.cn
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Merry Christmas
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Knowledge partner of Chinese companies in Europe

At VGD we support entrepreneurs and their investors in their ambition to
structure and to develop their businesses. In addition to our services, we
offer entrepreneurs a sounding board, by challenging your opportunities and
providing alternative ideas.

By investing in a knowledge partner you invigorate the long term success

of your business and create the platform to fully enjoy your passion for
business.

Contact VGD Chinese Desk (VGD £itIfiE &+ EER)

Jurgen Lelie FEEd / Hanxun Su Anthony Meul
Belgium; Sint-Niklaas  Belgium; Sint-Niklaas Belgium
P+ 3252 45 87 40 P +32 52 45 87 40 P +32 52 40 97 20

E jurgen.lelie@vgd.eu E hanxun.su@vgd.eu E anthony.meul@vgd.eu

Contact Pan-China International Business ( XIE&itHITESErERRLSER)

R/ Jim Wu

China; Hangzhou

P +86 571 8821 6798
E wjie@pccpa.cn

accountancy | audit | tax | legal | deal team | estate planning | environment

Belgium | Czech Republic | Germany | Hungary | Luxembourg | Poland | Russia | Slovak Republic | The Netherlands






