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1. VAT Not to Be Included in the Real Estate Acquisition Tax Base 

The Czech Supreme Administrative Court (SAC) issued a ruling on the exclusion of VAT from the real estate 

acquisition tax (REAT) base. The SAC was of the opinion that the transferor who is in the position of a REAT 

payer should not include the VAT on the transfer in the REAT base. However, the situation for the transferee 

being the taxpayer (i.e. the only option under the current regulation) was not dealt with explicitly in the SAC 

ruling. 

 

Due to the unclear approach of the SAC towards the situation of the transferee-taxpayer, the tax authority 

published two important notices. The first, from September 2017, accepts the price without VAT as the REAT 

base for 2014-2016 as long as the taxpayer is the transferor. 

 

The second, from November 2017, is still more ground-breaking, for it allows application of the SAC ruling 

also for the transferee’s position (arguing that VAT cannot be agreed as it is fixed by law and thus cannot be 

a part of an “agreed” price). As a result, the transferee’s REAT base will also be based on the agreed price 

net of any VAT. 

 

This new approach will be applied by the tax authority in tax proceedings which are not yet finished, i.e. 

where the tax has not yet been assessed. For past cases, the use of the beneficial new approach can be 

achieved by filing a supplementary REAT return. 
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Should you have any questions regarding the issues above, please do not hesitate to contact Jindřich Trupl, 

e-mail: jindrich.trupl@tpa-group.cz. 

              

 

Jindřich Trupl 
Tax Advisor, Partner 
 
Tel.: +420 222 826 224 
 
E-mail: jindrich.trupl@tpa-group.cz 
 
TPA 
Antala Staška 2027/79, 140 00 Prague 4 
www.tpa-group.cz, www.tpa-group.com 

 

 

2. Current Developments in Tax Deductibility of Interest According to the 
ATAD 

In February 2018 the Ministry of Finance issued a draft amendment to the Income Tax Act, which will be 

largely in force as of 2019. Major changes mainly concern the adoption of several areas from the EU Anti 

Tax Avoidance Directive (“ATAD”). The ATAD focuses on new deduction limitation rules for borrowing costs, 

exit taxation, controlled foreign company rules and hybrid mismatches. 

 

The Czech ATAD implementation introduces two thresholds for tax deductibility of net borrowing costs: 

 

- 80, 000, 000 CZK (some EUR 3.1M), or 

- 30% of EBITDA (earnings before interest, taxes, depreciation, and amortization). 

Net borrowing cost (i.e. cost exceeding related revenues) which would exceed the higher of the two 

thresholds will be considered to be “exceeding borrowing costs” and will be treated as tax non-deductible. 

  

Contrary to the old Czech debt-equity rules, the ATAD thresholds will apply to borrowings from all parties 

including unrelated financing such as bank loans. Further, the definition of borrowing costs includes not only 

interest expenses but also other costs economically equivalent to interest, such as expenses incurred in 

connection with raising finances, expenses on financial instruments, capitalised interest included in the value 

of a related asset, the cost of derivative instruments, foreign exchange differences on borrowings, etc.  

 

The borrowing cost limitation will be applied to each entity on a stand-alone basis (not to a consolidated 

group as a whole); old loans will not be excluded from the test. The rules will not be applied to financial 

institutions such as banks, insurance companies, investment funds etc.  
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Finally, we would like to point out that the old Czech rules for tax deductibility of interest (e.g. debt equity 

ratio of 4:1) remain unchanged and will be applied parallel to the new ATAD-based rules. 

 

Should you have any questions regarding the issues above, please do not hesitate to contact Petr Karpeles, 

e-mail: petr.karpeles@tpa-group.cz. 

 

 

                                           Petr Karpeles 
                                           Tax Advisor, Partner 
 

                                                Tel.: +420 222 826 449 
 
                                                E-mail: petr.karpeles@tpa-group.cz 
 
                                                TPA 
                                                Antala Staška 2027/79, 140 00 Prague 4 

                                           www.tpa-group.cz, www.tpa-group.com 

 

 

3. Assignment of Fit Outs in Relation to Lease Assignment  

In January 2018 the Chamber of Tax advisors released coordinating information which was agreed between 

the Chamber of Tax Advisors and the General Directorate of Finance. The information concerns assignment 

of a lease agreement accompanied by an assignment of a fit out paid by the original tenant. 

 

The past practice in this area was rather inconsistent. There were interpretations in favour of assignment of 

fit outs and the possibility of tax depreciation by the assignee. On the other hand, the Supreme 

Administrative Court stated, in its ruling from September 25, 2014, that the right to depreciate fit outs cannot 

pass to a new tenant in the event of assignment of a lease agreement. In such a case, the landlord should 

declare a non-monetary income and the new tenant would have no right to depreciate the fit outs. This 

decision, however, led to many discussions and different legal views have begun to appear.  

 

Generally, a non-monetary income is incurred by the landlord only when a lease agreement is terminated, or 

when the landlord’s approval of depreciation is cancelled. Newly, the coordinating information states that an 

assignment of a lease agreement is not considered as termination of the lease agreement because the 

new tenant enters into all the rights and obligations of the original tenant. The General Directorate of Finance 

confirmed this approach with the following conclusion: 
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(i) Assignment of a lease agreement is not considered to be termination of the lease agreement 

and no non-monetary income is incurred by the landlord; 

(ii) The new tenant is authorized to depreciate the fit out from the consideration paid to the original 

tenant. 

 

Should you have any questions regarding the issues above, please do not hesitate to contact Lenka 

Polanská, e-mail: lenka.polanska@tpa-group.cz. 

 

                                                Lenka Polanská 
                                                Tax advisor, Partner 
 

                                                     Tel.: +420 222 826 216 
 
                                                     E-mail: lenka.polanska@tpa-group.cz 
 
                                                     TPA 
                                                     Antala Staška 2027/79, 140 00 Prague 4 

                                                www.tpa-group.cz, www.tpa-group.com 

 

 

4. New Partners 

We are delighted to inform that Lenka Polanská and Radek Stein become new partners TPA Czech 

Republic. 

 

Lenka Polanská is a graduate of the University of Economics, Prague; she started working with TPA as an 

assistant in the tax department in 2001. She has been a certified tax advisor since 2003, from 2008 she held 

the position of senior manager. Lenka Polanská specializes in the area of corporate taxation and natural 

person taxation consultancy with focus on the income tax.  

 

Radek Stein is a graduate of the University of Economics, Prague; he started working with TPA as an 

assistant in the audit department in 2003. He later acted as a senior consultant and as of 2007 as a senior 

manager. He has been a certified auditor since 2010. Radek Stein will now be responsible for management 

of the TPA audit department. Beside audit, Radek focuses on financial due diligence and transaction 

advisory services.  
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This Newsletter is a service of TPA 

 

Kind regards 

 

Your TPA Team 

 

 

Contact:   

TPA Czech Republic 

Antala Staška 2027/79 

140 00 Prague 4 

 

Tel.: +420 222 826 311 

 

https://www.tpa-group.cz 

https://www.tpa-group.com 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

If you want regular information please sign up for our newsletter. 

 
The information contained in this document serves for general informative purposes only. Should you decide to apply the above in practice we recommend 

a previous consulting with a professional to judge all aspects of the particular case. This document does not substitute professional consulting and TPA 

thus cannot be liable for potential damage occurring as a consequence of application of the information stated herein. If you do not wish to receive our 

information materials please write to: info@tpa-group.cz. 
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