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ollowing its 2013 decision, the
Czech National Bank (CNB)
has been continuing in its
efforts to intervene against appreciation
of the national currency (CZK). While
the precise costs of interventions
remain unknown, market estimate of
CNB involvement to keep the Czech
currency weak by purchasing foreign
currencies is as high as CZK 180 b n
(year to date).
The CNB efforts have been noticed
by some international speculators
mainly from the United Kingdom
which expect that a scenario similar to
the surprising intervention exit of the
Swiss National Bank might be repeated
by the CNB, thus resulting in sudden
appreciation of the CZK up to 10-15 %.
The additional influx of CZK from
speculators turned the Czech currency
market upside down and made the CNB
further increase its exposure.
Meanwhile the Czech Finance
Ministry rejoices over negative interest
rates of bonds denominated in CZK.
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Obviously, foreign investors are
virtually eager to pay the Czech
Republic to be able to lend it money.
The intent is of course to reap a
considerable profit once the CNB
interventions are over. Managers
of pension funds, however, are
remarkably less enthusiastic as the
market conditions make it difficult to
achieve any profit for their clients at
all.
In any case, the CNB still insists
on making a gradual intervention
exit not before mid-2016. This clearly
stated approach of the Central Bank
is considered by many importers and
exporters as the safest and cheapest
way of currency hedging.
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Current
Economic
Indicators
State Budget
for 2016
by Martin Holler

A
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chieving economic growth of
4.6 % and the second lowest
unemployment rate in the EU
of 5.1 %, the Czech Republic has turned
into Europe´s fastest growing economy in
the second quarter of 2015. The growth
was certainly boosted by last-moment
efforts to draw finance from EU structural
funds for the period 2007-2013 and
hence the booming construction sector
profiting from the public procurements.
Nonetheless the industrial sector
grew across-the-board. Such good news
is followed by increased household
spending and surge in consumption
although the overall wage level seems
not to react to the booming economy so
far.
Union representatives backed by
the social-democratic government and
Czech National Bank made it clear
they will seek a salary hike in 2016
corresponding at least to the rate of the
current economic growth. The business
sector took a rather reserved approach to
the request by emphasizing its preference
of investments into technology and
production capacity over increase of the
salaries.
As a matter of fact, the Czech
Finance Ministry appears not to fully
reflect the positive economic indicators.
Having proposed a deficit of CZK 70bn
for the 2016 state budget, the Minister
of Finance currently faces heavy criticism
from both the opposition and well-known
financial analysts.
The experts are of the opinion that
only a much lower or even no deficit is
acceptable under current circumstances,
taking into account the positive economic
outlook and the related substantial hike
in tax revenues.

New Instruments for
Combating Tax Frauds
by Radek Lopata

S

truggling
with
inefficient
tax collections, the Czech
Ministry of Finance introduced
two new instruments to combat tax
evasion – an electronic revenue register
(ERT) and control notifications. These
instruments should serve as of next year
as measures helping to partially fill in
a dark hole in a leaking pool of public
finance.
Inspired by a similar instrument
from Croatia, the ERT will be based
on real-time communication between
businesses and tax authorities notifying
to the Tax Office each transaction
involving sale of goods or services
via a special registration device. Each
transaction will be assigned a unique
code appearing also on a customer’s
receipt.
With its envisaged launch in
June 2016, the ERT should ultimately
involve all providers of services in the
hospitality industry as well as in retail
and wholesale sectors. The law further
enables the government to include
additional businesses without consulting
the Parliament.
The date of launch is however
rather questionable as the ERT already
provoked
severe
criticism
from
associations of small and medium-sized
entrepreneurs. The opposition parties

also made it clear they would resort to
filibuster tactic if need be to prevent the
bill from being passed.
Another novelty reflecting the
Ministry’s new hard line aimed mainly
on VAT carousel frauds should be socalled “control notifications” which will
apply to all VAT-payers from January
2016.
All VAT-payers will be required
to electronically submit to the Tax
Office data concerning their invoices,
either on a monthly or quarterly basis
(depending on the period for filing their
tax returns). An administrative penalty
for non-compliance with the law may
amount up to CZK 50,000.
Both measures are considered
highly controversial, virtually giving the
Finance Ministry a complete insight into
economic activity of the businesses,
including pricing policies and margins.
A nickname for the new regulation “The
Big Brother laws” seems in this context
surprisingly precise.
The above measures follow recent
introduction of a measure of the
Ministry for combating nominal seats
of businesses which do not correspond
to the real centre of their business
activities.
Based on this principle, tax
authorities will examine whether official
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seats of companies correspond to their
real centre of main economic activity.
The goal of the measure is to make
sure that entrepreneurs from outside
of Prague will not register their seat in
Prague to reduce a risk of tax audits.
It indeed became rather common
practice that regional businesses opted
for their seat in Prague where the risk
of being audited is far lower due to
extreme work overload of Prague’s tax
authorities.
If the Tax Office decides that the
registered seat of the entrepreneur
does not match its real centre of
economic activity, it may delegate its
tax governance to the respective tax
authority.
An appeal against the decision of
the Tax Office is permitted; however, as
of 2016 it will no longer have a deferring
effect.

For additional information,
contact Radek Lopata at:
lopata@giese.cz

Chinese Expansion
in Czech Republic
by Radek Lopata

S

tarting with the purchase of the
elegant Zivnobanka building
on Prague´s top High Street
Na Příkopě and Martinicky Palace just
close to the Prague Castle, Shanghai
investment group CEFC launched its
acquisition spree in the Czech Republic.
First wave of its Czech acquisitions
included, among others, acquisition of a
50 % share in Travel Service airlines, an
almost 80 % share in the Czech Republic’s sixth largest beer producer - Lobkowicz breweries, and an approximately
10% share in J&T, a major Czech-Slovak
financial group, with a prospect of gaining an additional 20 % as soon as approved by the Czech authorities. Acquisitions in CEFC´s main business domains
- energy sector and natural resources –
are expected to follow soon.

However, the untraceable owners of
CEFC are not the sole Chinese players
entering the Czech market. President
Milos Zeman, who is an ardent supporter
of close economic ties with China,
personally held an official reception at
the Prague Castle to celebrate opening
of a tiny Czech branch of the Bank of
China. This unprecedented fawning
upon China made president’s critics and
many independent commentators raise
eyebrows.
With another significant player China Construction Bank – which is
about to launch its activities in the Czech
Republic next year, it is beyond any
doubt that Chinese shopping fever in the
Czech Republic is not related to Chinese
tourists only.

Media Market in the
Czech Republic: German Exit
by Ernst Giese

F
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ollowing Ringier Axel Springer´s
2013 exit, Verlagsgruppe Passau
- the last German media group
present on the Czech media market
– is about to retire from the market in
favour of Czech-Slovak financial group
Penta, which purchased a 100% share
in Verlagsgruppe´s Czech daughter
company, Vltava-Labe-Press.
The acquisition of the second largest
publishing house by Penta completes
the trend of prominent local financial
groups acquiring Czech media. Starting
with purchase of Economia publishing
house by the billionaire Zdeněk Bakala in

2008, four publishing houses - Economia,
publisher of Hospodářské noviny, being
a major economic daily; Mafra, publisher
of important broadsheets MF DNES and
Lidove noviny; and Czech News Center,
publisher of Blesk, the number one Czech
tabloid) are currently owned by or directly
linked to four top-tier financial groups
(Bakala/BM Management, Agrofert, J&T
and Penta). Some of them, most notably
Penta, openly declared their intent to use
these acquisitions to articulate and pursue
their interests or to shield themselves
from the attacks coming from the media
of their business rivals, rather than for

simply generating profit.
The acquisition of Vltava-Labe-Press
was already approved by the Czech
Antitrust Authority in early September,
subject to appeal.

For additional information,
contact Ernst Giese at:
giese@giese.cz
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Czech Legal News

Bitcoin:
“Still Invisible to the Law?”
by Jaroslava Trojanová and Karolína Pospíšilová

I

n the last years, Bitcoin and other
digital currencies become more
and more popular. This raised the
attention of regulatory bodies around
the globe, which had to adopt a certain
approach to Bitcoin. New payment
methods were also discussed at the
Group of Seven (G7) meeting in Elmau,
Germany, this June. According to the
Summit Declaration, the goal is to ensure
greater transparency of all financial
flows, including through an appropriate
regulation of virtual currencies and other
new payment methods.
Who is involved in bitcoin
transactions in the Czech Republic
should closely follow new legislation in
connection with payment systems, antimoney laundering etc. The tendency
seems to head towards regulation of
the (for some controversial) area of
virtual/digital currencies. For example,
lately there were media reports on the
planned novelisation of the Anti-Money
Laundering Act (the “AML Act”) in the
Czech Republic. It is expected that such
novelisation will take into consideration
the existence of virtual currencies and
will introduce obligations connected
to anti-money laundering for these. An
initial draft of the respective amendment
is already available on the website of
the Government of the Czech Republic.

It introduces a legal definition of the
term “virtual currency“ and a person
providing related services. Identification,
due diligence and reporting obligations
etc. are assumed to be made applicable
to these persons. Already in 2013, the
Financial Analytics Unit of the Ministry of
Finance tried to provide ‘obliged entities’
under the AML Act with guidance
with respect to digital currencies and a
methodical instruction was issued in this
respect.
It is obvious that the legislators aim
to minimize potential risks connected
with digital currencies and try to prohibit
misuse of digital currencies for illegal
operations. It remains to be seen, how
such regulatory approach will affect the
popularity of Bitcoin.

For additional information,
contact Jaroslava Trojanová at:
trojanova@giese.cz

For additional information,
contact Karolína Pospíšilová at:
pospisilova@giese.cz

Hurry Up!
Last Call for
Opt-In
by Jaroslava Trojanová

When?
As of January 1, 2014 the Act on
Business Corporations as a part of the
recodification of the Czech private
law came into effect. It introduced the
possibility of a so called general opt-in.
This means that business corporations
established before January 1, 2014
can opt into the Act on Business
Corporations as a whole. However, this
can be done only until December 31,
2015. Part of professional public is of
the opinion that this time period shall
not be understood as a lapse period.
However, we highly recommend
to respect December 31, 2015 as a
deadline.
Why?

© Giese & Partner, s.r.o.

Legal certainty is one of the main
reasons why to decide for a general
opt-in. Corporations which do not take
this step will continue to be affected
by both legal acts, i.e., the “old”
Commercial Code and the new Act on
Business Corporations. This could cause
practical interpretation difficulties. In
case of some legal questions it may
not be entirely clear which of these
two legal acts shall be applicable. This
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might lead to additional costs because
of the necessary legal analysis. Also,
this interpretation uncertainty might
be problematical for example during
future due diligence processes.
How?
The general opt-in itself consists
basically of two steps. First, the
corporation shall adjust its Articles
of
Association
and
afterwards
the information on opt-in shall be
registered in the Commercial Register.
Corporations that are still considering
the general opt-in should bear in mind
that increased workload of notaries in
the following months may be expected
due to the forthcoming expiration of
the opt-in period. With respect to this
expectation and the time necessary
for preparation and completion of all
documents connected therewith, e.g.,
power of attorney in the required form,
extracts from the Commercial Registers
of foreign shareholders etc., immediate
action is recommended.

Quo Vadis,
New Civil Code?
by Denisa Molnár

B
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efore the all new Czech
Civil Code came into force
as of January 1, 2014, the
public and especially legal professionals
expressed their worries about how it
would be applied and interpreted in
practice. This was mainly due to lack of
implementing legislation and disunity in
several changes introduced by the code.
The recurring discussions and attempts
to postpone the effectiveness of the
code turned out to be vain and thus
the new Civil Code became effective as
originally intended.
The first months of the life of the
code did not soothe the initial worries.
The Ministry of Justice decided to solve
this situation by amending the Civil Code
only several months after its entry into
force.
Legal practitioners expected purely
technical changes, which would eliminate
basic ambiguities or inconsistencies
of its provisions. However, instead of
the expected technical amendment
the authors presented the first part of
the so called „big” amendment, which
concerned several hundreds of sections
of the act including its basic principles.
After being made available to the public
in August 2014, the draft raised a huge
wave of backlash of legal professionals
and various institutions. The arguments of
the critics were grounded on the fact that
the proposed changes were extensive
and in many cases not considered
necessary. The Ministry of Justice
initiated public discussion regarding
changes foreseen in the amendment.
However, since the pressure against
adoption of the amendment was more
than strong, after months of discussions
the “big” amendment fell into oblivion.
Following the unsuccessful attempt,
the Ministry of Justice decided to take
one step back and to draft the so called
“small” or “urgent” amendment. It was

supposed to be aimed at dealing with
problematic areas, the solution of which
was perceived as urgent, such as legal
capacity, form of power of attorney,
participation of spouses in business
corporations, pre-emption right of coowners or trusts.
The “small” amendment, like the “big”
one, encountered criticism based on the
argument that the draft seemed to be a
random choice of specific sections and
the proposed solutions were arguable.
Areas causing practical problems were
neglected.
Despite the prevailing refusal of
the amendment by legal professionals
and institutions, the Ministry of Justice
succeeded to get it through. At the
beginning of September 2015 the
“small” amendment was adopted by the
Governmental Legislative Council and
thus it can be expected to be adopted
by the Parliament in the coming months.
Since the effectiveness of the new
Civil Code, a few problematic questions
have already been solved in practice or
via court decisions. One example is the
disputable form of a power of attorney.
However, there still remains a vast area
of questionable issues, which will have to
be solved by future judicature. This will
undoubtedly take several years.
The practical impact of the above
described uncertainty is that legal
advisors are left to provide legal advice
to their clients pursuant to their best
knowledge and belief and they have no
other choice but to hope, that the courts
will take the same view.

For additional information,
contact Denisa Molnár at:
molnar@giese.cz
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Alternative
Investment
Funds
by Veronika Kloubková

T

he global financial crisis kept
the whole world in suspense for
several months. As a response
to that, the 20 most important industrial
nations decided that no player on the
international financial market should act
without government control. As a result
asset managers experienced far-reaching
changes on a national, but especially on
the European level.
The free movement of capital
constitutes a main element of the
internal market and one of the European
fundamental
freedoms.
However,
directive 2011/61/EU tightens the rules
for administrators and distributors of
Alternative Investment Funds (AIF). The
Directive understands the term AIF to
mean all “collective investments”, which
are not OGAW-funds and accept money
from external investors. This includes
hedge funds or private equity companies.
Marketing is defined as any direct or
indirect offering or placement on the
initiative of the AIFM or on behalf of the
AIFM of units or shares to investors.
Due to the reform of capital
market laws, which resulted from the
implemention of several European
Directives, the majority of relevant laws in
the Czech Republic were integrated into
the Act on Capital Market Undertakings
(ZPKT) and the Act on Investment
Companies and Investment Funds (ZISIF).
The Stock Exchange Act and Securities
Act were abolished.
Marketing and
European passport

© Giese & Partner, s.r.o.

Marketing of investment services
may only be rendered with permission
from the Czech National Bank. All
services have to be reported. However,
a “European Passport“ was introduced
this year. It allows an EU-wide marketing
of AIFs to professional investors, which

means special funds according to ZISIF,
if the distributor is at least allowed to
operate in one Member State. However,
the duty to report the services to the
Czech National Bank remains.
Intermediary’s further
obligations
Especially for marketing to private
investors several duties have to be taking
into account to enable investors to make
a profound and informed decision. The
distributor has to inform exactly about
the issuer as well as about himself.
Besides basic information about the
investment itself, affected investment
vehicles, possible risks of the AIF and
how to secure them have to be provided.
The information has to include the total
price including taxes, commissions and
other costs, the content of contractual
conditions and rules for implementing
instructions. Only an easy to understand
and unambiguous language may be used.
This information may be made available in
writing, electronically or via the internet.
Conclusion and
outlook
The workload of managers of AIFs
is certainly increased by the directive
especially with regard to distribution.
However, it can be expected that the
reporting and advising obligations as well
as the plausibility check will increase the
quality of advice. This should result in an
increased attractiveness for customers.
Czech customers are still rather skeptical
about alternative investments, although
the directive was already implanted into
national law in 2013. The lack of trust
in public control remains a problem for
AIFs. Besides, tax conditions aren’t very
favorable. However, other European
countries show that the trust in AIFs has
increased constantly particularly as a
result of the tightening of the European
overview. It remains to be seen how this
will develop in the Czech Republic.

For additional information,
contact Veronika Kloubková at:
kloubkova@giese.cz

Church
Restitution
– Progress
and Issues
by Ondřej Rathouský

O

ne of the most discussed
topics in the Czech political
and public scene is the
process of so called church restitutions.
This means restitution of property which
was owned by the churches prior to the
communist regime.
According to the government
commission monitoring the church
restitutions, almost 8000 requests
concerning return of 137 000 land plots
and buildings have been filed. Close
to 4000 administrative proceedings
regarding unsatisfied requests have
been opened and more than 200 court
proceedings have been initiated. Further
proceedings can certainly be expected
in the coming months. So far, only a
very small part of the restitutions related
proceedings has been resolved.
The church restitutions were
planned from the beginning of the
90ties. However, politicians were
not able to agree on the respective
legislation. As a temporary measure
certain statutory provisions prohibiting
transfers of the historical property of the
churches from the state to third entities
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were introduced. Unfortunately, these
provisions were not always respected
and the historical property of the
churches was often transferred while
church entities could hardly prevent it.
This together with more than 20 years
of waiting for respective legislation
has brought serious complications
and strong feelings into the lengthy
restitution processes.
The newly introduced Act
on Church Restitutions is aiming
not only to remedy some of the
injustice committed during the era
of communism. Maybe even more
importantly it views to accomplish
separation between the state and the
churches. Thus, it has to eliminate
the relics of the communist church
control system. The church restitution
process should enable the churches to
establish their assets in order to finance
their own operations and activities.
Therefore, the churches receive not
only real estate, but financial means as
well.
The church restitutions bring not
only dozens of disputes and lawsuits,
but hopefully many new impulses to
traditional activities of the churches
and religious societies such as charity,
education, health care and projects
based on social issues. This way, the
church restitutions could bring a new
base for the cooperation with the local
communities.

For additional information,
contact Ondřej Rathouský at:
rathousky@giese.cz
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Slovak
Corporate Law
Newsflash
by Slavomír Čauder

2015 has been rich in legislation

changes affecting entrepreneurs already
active in Slovakia or planning to start their
business here. Some of the changes have
already entered into force. We will take a
closer look at three of them, all in the area
of corporate law.

u Change in the mechanism of

resignation of a statutory body/
supervisory board member

The process of resignation of a statutory
body/supervisory board member, has been
made more formalistic. It has not only to
be made in writing but the new rule is that
the signature will also need to be notarised.
The only exemption applies when the
resignation is made at the general meeting
of shareholders. In such cases, however, the
signature of the chairman of the general
meeting needs to be notarised.

u Limitations within a single

member company

In the legal regulation of a single member company the following legal limitations
have been introduced:
(i)
© Giese & Partner, s.r.o.

the sole shareholder is no longer entitled to seek cancellation of its ownership participation in the company before court,

(ii) the declaration of insolvency over the
sole shareholder´s property, rejection

of such application for insufficient
property or delivery of an execution
order/writ of execution will not result
in cancellation of its ownership participation in the company.
The aim is to prevent cancellation of
the company and maintain the company
as a going concern. Moreover, this means
that in case of insolvency the pertinent
ownership interest will become part of a
bankruptcy estate.

u Speedy establishment of a

company in Slovakia?

Effective from January 2016, a separate
bank account for contributions to the
registered capital of a company no longer
needs to be opened. A respective extract
proving payment of the contribution prior to
the establishment of a company is no longer
mandatory for registration of the company
into the Commercial Register. Instead, it is
sufficient to submit a written declaration of
the administrator confirming the payment of
contributions or a mandatory part thereof.

For additional information,
contact Mariana Koníková at:
konikova@giese.sk
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Giese & Partner News
IBA Annual Conference
in Vienna, 4-9 October 2015

11. LEADERSHIPColloqium

Ernst Giese and Martin Holler as speakers
5th October: Ernst Giese participated as one of the speakers
in the “Alpine Bau (construction sector insolvency) – an aprèsski hangover with international dimensions” session presented
by the Insolvency Section and the International Construction
Projects Committee.
This interactive panel session focused on the ‘Alpine Bau’
insolvency, drawing on speakers who were either receivers in
relevant Alpine Bau jurisdictions (Austria and Eastern Europe)
or who represented key players in this major and ongoing
European construction insolvency

learn more a
6th October: Martin Holler participated as one of the
speakers in the “Real estate roundabout: making it real
(estate!) – a world of opportunities” session presented by the
Real Estate Committee.
This session offered lawyers the opportunity to discuss the
structuring of real estate deals with participants from all over
the world.

learn more a

General statement regarding this publication:
The content of this Newsletter is provided
for information purposes only and does not
constitute or substitute legal advice provided by
Giese & Partner.

for Professional Service Firms
Bergisch Gladbach, Germany

Martin Holler as speaker
On 25th September 2015 Martin
Holler took part as a speaker in the “Cash
vs. Culture” session within the 11. Leadership Colloqium organized by the DGPSF
company.

learn more (German text only) a

Conference:

Collaboration
Performance
Stuttgart, 21 January 2016

Martin Holler as speaker

Further activities of
Giese & Partner lawyers

An event organized by Fraunhofer
research organization.
Martin Holler will speak about how
the digitalization fundamentally changes
the collaboration between clients and
professional service firms.

read more a

learn more (German text only) a
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