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therefore, during the COVID-19 pandemic, tax law in the Czech Republic changed dy-
namically. This article deals with the issue of the impact of the COVID-19 pandemic on tax
law in the Czech Republic. The aim of this article is to outline the changes that have tak-
en place and will continue to take place in tax law in connection with the COVID-19 pan-
demic and to further evaluate these changes in terms of their effectiveness, efficiency,
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Introduction

The COVID-19 pandemic has affected every area
of our lives in unprecedented ways. This was no
different in the case of tax law, when in many re-
spects the unprecedented situation began to af-
fect this main revenue of public budgets. Through
changes in tax law, the government in the Czech
Republic began to enforce its policies fully, and
under the pretext of trying to help entrepreneurs
and ordinary citizens in the difficult times of the
pandemic crisis, it introduced one package of
measures and relief after another. As a result, on

the one hand, support has been provided to entre-
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preneurs (and not only), which has helped many
of them to overcome difficult times. On the other
hand, these measures have led to unimaginable
deficits and unprecedented public debt growth.
Changes in the field of taxes in the Czech Re-
public during the COVID-19 period can be divided
into several levels. First, long-term changes in tax
law that were not directly related to the COVID-19
pandemic need to be considered. The pandemic
either accelerated the adoption of these changes
or had no effect on their adoption. Secondly, it is
necessary to consider the rules that were adopt-
ed immediately after the pandemic unexpected-

ly struck for the first time. These are mainly or-
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ganisational rules within the system of financial
authorities. This should lead to the fact that tax
subjects who got into a difficult situation through
no fault of their own will not be punished by the
state for their inaction or late payment of tax ob-
ligations. Thirdly, these are systemic changes in
laws that were adopted directly because of the
COVID-19 pandemic, aimed, for example, at great-
er electronic financial administration or the intro-
duction of extraordinary measures relating to the
2020 and 2021 tax periods. And finally, changes
that at first glance may not be directly related to
tax law, but as a result, in the long run, these are
fundamental impulses to change existing tax laws
in the future.

This article deals with the issue of the impact of
the COVID-19 pandemic on tax law in the Czech
Republic. It shows not only an overview of the
changes that occurred in the Czech tax law dur-
ing the pandemic, but also evaluates these chang-
es and tries to put them into the context of the cur-
rent situation in the Czech Republic. The aim of
this article is to outline the changes that have tak-
en place and will continue to take place in tax law
in connection with the COVID-19 pandemic and to
further evaluate these changes in terms of their
effectiveness, efficiency, and necessity. That is,
whether these changes are intended to reduce the
negative consequences of the pandemic or wheth-
er they are merely placed in the context of the pan-
demic, although they have nothing to do with the
COVID-19 pandemic.

Literature review

The professional scientific literature on this topic
can be found in the minimum. There is no book lit-
erature at all, as the authors have not yet managed
to react to this current situation, which is logical,
as the preparation of a monograph is not a matter
of weeks or months. And then there was one tech-
nical problem. As a result of the COVID-19 pan-
demic, there is now a shortage of paper in the world
and publishers currently have nothing to print on.

From this point of view, journal literature or arti-
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cles in proceedings are more interesting. Radvan
and Svobodova (2021) wrote an article directly on
the topic of Tax Law Reforms in (Dis)Connection
with COVID-19. It discusses in detail the substan-
tive and procedural changes that were adopted in
connection with the COVID-19 pandemic in the
Czech tax law. Bohac¢ (2020) deals partially with
the topic of the compensation bonus in the article
Compensation bonus — revenue or expenditure of
public budgets? Karfikova (2020), in turn, consid-
ers the role of tax regulations in the Czech Repub-
lic in relation to entrepreneurs in declaring a state
of emergency after March 12, 2020. Semerad, Rad-
van, and Semeradova (2021) address an interest-
ing topic in an article devoted to tax fraud in ac-
commodation services during the COVID-19 pan-
demic. In general, Hruba SmrZova and Mrkyvka
(2020) discuss tax law in their latest publications
in the 3rd edition of the textbook Financial and
Tax Law. Pelc (2021) responds to changes in in-
come taxes in his commentary on the Income Tax
Act, Lichnovsky et al. (2021) respond to changes in
the tax process. Hrabétova (2016) then discusses
in detail in her commentary on the electronic re-
cords of sales.

We can also be inspired by foreign journal lit-
erature, especially the Polish one, which offers
many interesting solutions for the Czech legisla-
tor as well. Etel addresses what was missing from
the tax code at the time of the pandemic in Poland
(Etel, 2020) or what problems entrepreneurs face
in applying various benefits when paying taxes
during the pandemic (Etel, 2021). Dowgier (2020),
in turn, describes in an interesting way how to pay
taxes and fees during the COVID-19 pandemic and
discusses the tax laws adopted in Poland to com-
bat the pandemic (Dowgier, 2021).

The source of this article is most often a di-
rect legislative text, namely draft laws, approved
amendments to laws, the current wording of laws,
as well as internal regulations of financial admin-
istration bodies and other organisational stand-
ards. Finally, it will also draw on the explanatory
memoranda to these amending laws, on the anal-
yses of individual ministries and decisions of the

Minister of Finance.
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Methods

The source of data needed to analyse the changes
introduced in the Czech tax law are mainly the pri-
mary legislation adopted by the authorities of the
Czech Republic, specifically laws or measures that
were adopted in times of emergency. Internal regu-
lations and instructions issued by the Ministry of
Finance are also a crucial source, thanks to which
the Ministry of Finance was able to react operative-
ly to the dynamically changing situation in connec-
tion with the COVID-19 pandemic. These primary
sources are subject to a thorough analysis regard-
ing the stated objectives of this article. The meth-
ods of scientific work based on the evaluation of
primary and secondary data, induction and deduc-
tion, analysis and synthesis are used. The method

of comparison is also used in specific parts.

Research results and their
evaluation

As mentioned above, like other industries, tax law
has passed a stress test during the COVID-19 pan-
demic. And it basically goes through that even to-
day. At the time of writing, the number of infected
people is growing again in the Czech Republic. We
are benefiting from the experience gained during
the first, second, and third waves of the pandem-
ic, but this can change very quickly, as we saw in
March and April 2020, when emergency measures
were taken at critical times day-to-day. It is impor-
tant to note that most changes in tax law have been
adopted to simplify the situation for taxpayers. And
this is basically a connecting line of all accepted
changes, whether of a substantive, procedural, or
organisational nature. Many changes in tax law in
the Czech Republic, especially of a temporary na-
ture, were linked to the declared state of emergen-
cy, which lasted from 12.3.2020 to 17.5.2020 in the
first wave, and then continuously from 5.10.2020 to
11.4.2021. Public authorities responded to the pan-
demic in several ways. The legislation issued by the
government and individual ministries, ministers, or

decisions of the Minister of Finance seemed to be
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the most effective. They did not have to go through
the legislative process, and therefore, it was possi-
ble to issue them very quickly and very operative-
ly. We also encounter this method primarily with-
in the framework of tax law, namely the so-called
Lex COVID, i.e., Act No. 191/2020 Coll., on certain
measures to mitigate the effects of the SARS CoV-2
coronavirus epidemic on persons involved in court
proceedings, victims, victims of crime and legal
persons, and Insolvency Act and the Code of Civil
Procedure, dated 17.4.2020. The situation was sim-
ilar at the time of the peak of the second wave in
2020, when Act No. 94/2021 Coll., on emergency
measures in the event of an epidemic of COVID-19
and on the amendment of some related acts, was
adopted on 26 February 2021. Only then did the gov-
ernment and the legislature power directly or indi-
rectly support entrepreneurs and employees to mit-
igate the effects of the COVID-19 pandemic. When it
comes to tax law, in accordance with Article 11 (5)
of the Charter of Basic Rights and Freedoms, tax-
es and fees may be imposed only based on law, so
these changes had to be introduced into the Czech
legal code by law (Hruba SmrZova et al., 2020). At
the same time, some systemic changes in tax law
were adopted, such as abolition of super-gross
wage and certain taxes. The added value of these
processes was the noticeable progress in introduc-
ing a greater level of digitalisation in taxation.

Immediate changes

in tax law in connection with
the pandemic, consisting

in the interpretation

of legislation in favour

of taxpayers

The dynamic development of the pandemic also
needed to be responded dynamically. As an op-
tion, the government chose a decision by the Min-
ister of Finance on mass forgiveness of taxes (Lich-
novsky et al., 2021). The first key decision of the
Minister of Finance was adopted on March 16,
2020, and concerned the waiver of tax accesso-

ries and administrative fees due to an emergency.

No.2(12) | December 2021



Taxes in the Czech Republic at the Time of COVID-19

Therefore, this decision led to a mass waiver of tax
and administrative fees, both due to the reduction
in the number of visits to tax offices and due to the
limited ability of taxpayers to obtain the necessary
documents during the lockdown, or the impossi-
bility of fulfiling their obligations due to illness
or ordered quarantine. This was followed by a se-
ries of decisions by the Minister of Finance con-
cerning tax forgiveness, tax accessories, admin-
istrative fees, such as value added tax waiver for
free delivery of COVID-19 test kits, diagnostic test
tools and instruments, masks, gas masks and vari-
ous protective equipment, or fines for late filing of
tax returns and interest on delays in the case of in-
come tax or tax on acquisition of immovable prop-
erty (Karfikova, 2020). The executive power, there-
fore, reached for an operational solution to the sit-
uation, where it was not expedient to make such
changes quickly by changing the laws. After all,
the adoption of laws requires at least a minimal
social debate on the changes being introduced.
The institute of mass forgiveness of taxes seemed
to be the ideal way to eliminate possible future
congestion of the financial administration due to
increased violations of tax legislation by taxpay-
ers in connection with the restrictions introduced
in the state of emergency. In addition, the execu-
tive power is to be commended for the fact that
the decisions on mass tax exemptions were taken
in advance. For example, income taxpayers were
sure that they would not face any sanctions until
18 August 2020 before the deadline for filing the
tax return (Radvan, Svobodova, 2021).

In the second wave, which hit the Czech Repub-
lic in the autumn of 2020, the Ministry no long-
er pardoned taxes and their accessories globally.
The decisions were targeted at specific groups of
entities that were most affected by the measures
in place (typically restaurants, bars, music clubs,
trade fairs, zoos, museums, castles, etc.). This was
subsequently supplemented by the retail sale,
sale, and provision of services in establishments,
or the waiver of value added tax for COVID-19 test
kits and for vaccines.

At the beginning of 2021, there was again a gen-

eral waiver of tax, this time a road tax, which is
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paid by February 1 for the previous year, and the
deadline was extended to April 1, 2021. This was
followed by a waiver of income tax on taxpayers
who were imposed work duties or work assistance
as part of the government’s crisis measures dur-
ing the period of the emergency. This was particu-
larly the case in the healthcare system, which for
some time faced unprecedented pressure from
healthcare itself and work obligation for students
in healthcare. Overall, the trend that began in
2021 continued and the Minister of Finance de-
liberately waived the tax or its accessories or ad-
ministrative fees in areas that were key to the fight
against the pandemic or to persons who could be
restricted in some way because of the pandemic or
related measures, especially financially. To some
extent these decisions on collective tax remission,
especially in the first phase of the pandemic, cer-
tainly served their purpose as they removed the
negative consequences of the pandemic for tax-
payers who, for objective reasons, could not meet
these obligations. On the other hand, the ques-
tion is whether, even after such a long time since
the beginning of the pandemic, the Minister of Fi-
nance should continue to use this method. Due
to its scope and focus, this significantly affects
the tax obligations of taxpayers in the Czech Re-
public. At the same time, it must be kept in mind
that this is still only a manifestation of executive
power. However, it is true that the Minister of Fi-
nance was empowered by law, and, in addition,
decisions were taken in favour of taxpayers and
not to their detriment. Therefore, it can be stat-
ed that they would also pass the constitutionality
test. Rather, it is conceivable whether the bound-
aries of the mass remission of tax or its accesso-
ries should not be set out in more detail in the law.
There has been plenty of time for this since the be-

ginning of the pandemic.

Changes in tax laws related
to the pandemic

Major changes at the level of laws in the area of

substantive tax law were introduced into the
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Czech legal system by Act No. 299/2020 Coll.,
which amends certain tax laws in connection with
the occurrence of the coronavirus SARS CoV-2 and
Act No. 159/2020 Coll., on a compensatory bonus
in connection with the crisis measures in connec-
tion with the occurrence of the SARS CoV-2 coro-
navirus, as amended — which amends certain tax
laws in connection with the occurrence of the
SARS CoV-2 coronavirus. This law amended the
following laws in connection with the COVID-19
pandemic:
e Act No. 338/1992 Coll., on real estate tax as
amended;
e Act No. 586/992 Coll., on income taxes, as
amended;
e Act No. 16/1993 Coll., on road tax, as amend-
ed;
e Act No. 353/2003 Coll., on excise taxes, as
amended;
e Act No. 235/2004 Coll., on value added tax,
as amended;
e ActNo. 164/2013 Coll., on international coop-
eration in tax administration and on amend-

ments to other related acts, as amended.

In the case of real estate tax, it was a matter of
introducing the possibility for municipalities to
exempt real estate from real estate tax because
of an emergency. In the case of corporate income
tax, the possibility of deducting from the tax base
a legally determined tax loss or its part was intro-
duced, among other things, in the 2 tax periods im-
mediately preceding the tax period or the period
for which the tax return is filed, for which the tax
loss is determined, or in the 5 tax periods immedi-
ately following the period for which the tax loss is
determined, which can help bridge the unfavour-
able period (Pelc, 2021). There was a significant
reduction in road tax rates, when tax rates were
reduced for all categories of vehicles with a max-
imum permissible weight exceeding 3.5 tonnes
(Radvan, Svobodova, 2021). In the case of excise
taxes, the time for the refund of funds paid for
excise taxes on so-called green diesel was short-
ened. In the case of value added tax, accommo-

dation services (Semerad, Radvan, Semeradova,
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2021), cultural and sporting events, and sports ser-
vices were at a lower rate of 10%, when these areas
were most affected by the restrictive measures in
connection with the COVID-19 pandemic.

Overall, the changes introduced during the
COVID pandemic can be assessed as positive, al-
though it is possible to ask why the changes were
introduced only selectively. The COVID-19 pan-
demic has affected almost all areas of life. Some
less, others more. On the contrary, some even
grew during the pandemic — see transport servic-
es, e-shops, streaming services, etc. But it is to be
appreciated that at least some changes have been
made.

If we focus on changes in procedural tax law,
a fundamental amendment to the Tax Code was
adopted here in the form of Act No. 283/2020 Coll.
This Act amends Act No. 280/2009 Coll., The
Tax Code, as amended, and other related acts.
The question is to what extent the changes were
made in connection with the COVID-19 pandem-
ic because the explanatory memorandum to this
law itself does not mention the pandemic. At the
same time, the laws introduced in connection
with COVID-19 precisely contain this fact in the
justification. However, this is a key amendment
that introduced support for electronification,
simplification of control procedures, revision of
the sanction system and addresses further in de-
tail the issue of tax deduction, an area that is sig-
nificantly affected by the ongoing pandemic. Dig-
itisation of the tax administration system is one
of the state’s priorities in this area. The key in this
phase is the transfer of communication between
tax entities and the tax administrator in an elec-
tronic form.

As early as July 1, 2009, a data box was intro-
duced in the Czech Republic by Act No. 300/2008
Coll., on Electronic Acts and Authorised Conver-
sion. Therefore, it is a special electronic repository
set up for the purpose of delivering electronic doc-
uments between public authorities and natural
persons, natural persons engaged in business and
legal persons (Mackova, 2009). Since 1 January
2010, data boxes can be used by natural and legal

persons for the delivery of electronic documents
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between themselves. The key is that the effects of
proper delivery or fiction of delivery are also asso-
ciated with the data box. The effect was, therefore,
to speed up communication between public au-
thorities and tax entities. On the other hand, when
a document is sent by a taxable person via a data
box, that act has the same effect as an act done in
writing and signed. The circle of persons who are
obliged to have a compulsory data box has gradu-
ally expanded to the current state, where to date
every legal entity established by law, legal entity
registered in the Commercial Register and organ-
isational unit of a foreign legal entity registered
in the Commercial Register must have a data box.
Furthermore, lawyers, auditors, tax advisers, in-
solvency administrators, experts, court interpret-
ers and translators, and finally, obviously, public
authorities must have a data box as well. The Min-
istry will set up a data box for other entities free of
charge at their request. Participation in this way is
voluntary for these entities. In the future, it is en-
visaged that the obligation to have a data box will
be extended to all entrepreneurs.

Let us now return to the issue of electronic com-
munication with the tax administrator. As a large
part of tax subjects are not obliged to have a data
box, communication with them is conducted in
the traditional way, by delivering printed docu-
ments. And this is where the amendment to the
Tax Code, which introduces changes to the tax in-
formation box (Lichnovsky et al., 2021), should
play an important role. Previously, the tax infor-
mation box was mainly used to view the file kept
by the tax administrator. Currently, the tax iden-
tification box should also be used for communi-
cation between the tax administrator and the tax
subject. After entering the protected login data,
the tax entity may, for example, make a submis-
sion to the tax administrator, which will also be
pre-filled in the form. Certainly, even now the es-
tablishment of a tax information box will remain
optional, so the question is to what extent the sub-
jects will use this method of communication. Pre-
viously, the tax information box was used main-
ly by professional tax consulting offices or large

companies, which also had to have a data box
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set up. But it is possible to evaluate this as a step
in the right direction. The motivation of tax sub-
jects to use tax information boxes could also help
in this, as the deadline for submitting a tax return
will be extended by one month for those who use
this method of communication.

Other significant changes can be seen in con-
trol procedures (Lichnovsky et al., 2021). The new-
ly introduced changes are aimed at speeding up
and streamlining tax control and the procedure
for removing doubts. Thus, the COVID-19 pan-
demic is no longer an immediate reason for their
implementation, but the effects of these changes
will certainly be reflected in this as well. There is
no obligation to discuss the tax audit before the
end of the tax audit, when this hearing at the oral
hearing, especially at the time of COVID-19, signif-
icantly extended the duration of the tax audit. On
the other hand, it was one of a few ways in which
the tax administrator could personally confront
the disagreement about the conclusions of the tax
audit and try to reverse the negative consequences
associated with it. Obviously, the tax entity could
still comment on its results before the end of the
tax audit, but in my opinion, personal contact
with the tax administrator should be maintained.
The introduction of the possibility of returning the
part of the excessive deduction for which there is
no doubt before all control procedures are com-
pleted can also be perceived positively. This will
help tax entities to address the issue of cash flow,
as the state will not withhold their funds for an
unreasonably long time.

While changes to individual tax laws were di-
rectly linked to the COVID-19 pandemic, direct
link to changes to the Tax Code is not always ob-
vious. However, we can still perceive their posi-
tive effects. It is important to state here that a large
part of the changes or assistance to tax entities
was of a temporary nature and was or is imple-
mented through the above-mentioned decisions
of the Minister of Finance. However, other chang-
es introduced by the amendment to the Tax Code
are essential for the tax process as such, and their
consequences will only become apparent in the

future.
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Direct and indirect
support for employees
and entrepreneurs

This chapter is not directly devoted to changes in
existing tax laws, but to the tools that have been
introduced in tax law to directly alleviate the situ-
ation for tax subjects and mitigate the negative ef-
fects of the COVID-19 pandemic.

A separate chapter provides for a compensa-
tory bonus — a tax bonus to compensate for cer-
tain economic consequences related to health
threats in connection with the detection of the
coronavirus referred to as SARS CoV-2 or crisis
measures taken due to this threat (Bohac, 2020).
It was a direct support of self-employed persons,
partners of a limited liability company in a com-
pany with a maximum of two members and per-
sons performing work based on an employment
agreement held outside the employment relation-
ship. To put it simply, anyone who, due to health
threats or established crisis measures, could not
carry out their activities as usual, could claim the
payment of this extraordinary bonus of CZK 500 or
CZK 350 for each day from 12 March 2020 to 8 June
2020 (Karfikova, 2020), or, if the government so
provides by regulation, in the period from 9 June
2020 to 31 August 2020.

The second wave of the pandemic in the Czech
Republic brought with it the second issue of the
compensation bonus. Again, it was CZK 500 per
day, this time from 4 October 2020 to 4 November
2020, and if the state of emergency were to be ex-
tended, then until the state of emergency was end-
ed. This was followed by a third compensatory bo-
nus for 2021 in the amount of CZK 1,000 per day for
the period from 1 February 2021 to 31 March 2021.
The government was also allowed to set anoth-
er bonus period from 1 April 2021 to 31 December
2021 and the compensation bonus was extended
until the end of May 2021.

The settlement of compensation bonuses is ad-
ministratively very simple and fast. All you have
to do is fill out an online form, which can be sent
electronically to the tax office (Karfikova, 2020).

However, many people do not realise that, despite
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the simplicity of the process, the basic condition
must be met, and that is that the COVID-19 pan-
demic has somehow affected their lives and pre-
vented them from carrying out their activities as
usual. As it is a tax, it is subject to control proce-
dures in the same way as any other tax. At present,
therefore, the tax authorities carry out extensive
checks on the eligibility of claims for compensa-
tion bonuses, and those who have applied for this
bonus unjustifiably must return it and, in addi-
tion, face other sanction consequences.

If we consider taxes in a broader context (Hruba
Smrzova et al., 2020), as any mandatory payment
to the public budget, then this category also in-
cludes contributions to health insurance and so-
cial security. The legislator took a very accom-
modating step in this area with two acts, namely
Act No. 134/2020 Coll., amending Act No. 592/1992
Coll., on general health insurance premiums, as
amended, and Act No. 136/2020 Coll., on certain
adjustments in the area of social security premi-
ums and contributions to the state employment
policy and pension insurance in connection with
extraordinary measures during the epidemic in
2020, allowed the self-employed for the period
from March 2020 to August 2020 not to pay ad-
vances on public health insurance premiums and
pension insurance premiums and contributions
to the state employment policy. These were not
small amounts. The minimum premium for pub-
lic health insurance was set at CZK 2,352, the mini-
mum premium for pension insurance and the con-
tribution to the state employment policy was set
at CZK 2,544. In total, entrepreneurs could save up
to CZK 29,376.

Employees who received a significant increase
in wages were also affected by the abolition of
the super-gross wage. Until 31 December 2020,
the personal income tax was calculated in such
a way that social and health insurance contribu-
tions were included in the basis of this tax. The
basis for calculating income tax was thus artifi-
cially increased by 34%, which, with the tax rate
unchanged, automatically led to an increase in
tax liability. However, as of January 1, 2021, there

was a change and the tax base is equal to the em-
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ployee’s gross salary, and thus to a lower set tax
and higher net income. In addition, the amount
of the taxpayer’s discount also increased, from
CZK 24,840 to CZK 27,840 per year in 2021, and
even to CZK 30,840 per year from 2022.

To make the list complete, we must not forget
the abolition of the tax on acquisition of immov-
able property with effect from 26 September 2020,
mainly due to the simplification and clarity of the
tax system (Radvan, Svobodova, 2021). Although
this change was accepted by some with embar-
rassment, this change must be assessed as entire-
ly positive, when the tax itself was dominated by
negatives rather than positives.

Although all these changes were introduced to
help taxpayers, we cannot shake the impression
that the worst is yet to come. Just look at the fact
that these changes have led to an unprecedented
increase in public debt and the creation of state
budget deficits up to five times. Thus, future gov-
ernments will logically be pushed by the Europe-
an Union, but mainly by national legislation, es-
pecially by Act No. 23/2017 Coll., on the rules of
budgetary responsibility, as amended, to consol-
idate public finances (Koziel, 2017). This means
that they will either have to cut on the public ex-
penditure side or collect more on the public rev-
enue side. At the same time, tax revenues provide
a substantial part of this public revenue and will
probably need to be increased further.

Developments in tax law were very intense dur-
ing the COVID-19 pandemic. Many of the chang-
es were only temporary, but there were also ma-
jor changes that will persist in the future. And
even now it can be assumed that we will have oth-
er inevitable changes in the Czech Republic that
have been postponed for several years, such as
the reform of the retirement pension system or the
adoption of new income tax legislation. In addi-
tion to the changes listed above, there have also
been other partial changes, which we have not
mentioned so far, for example, the increase in the
amount of the deduction from the tax base for nat-
ural and legal persons in the case of a donation to
support public benefit activities. However, the ef-

fects of this change will not be so significant.
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Other changes
introduced during the
COVID-19 pandemic

One of the interesting institutions for self-em-
ployed persons introduced during the COVID-19
pandemic is undoubtedly the introduction of the
so-called flat tax. This is a new institution intro-
duced into the Income Tax Act since 1 January
2021. The timing of the pandemic period is rath-
er random. However, it cannot be ruled out that
the COVID-19 pandemic helped to establish this
institution more quickly. It was introduced by Act
No. 540/2020 Coll. The aim of this regulation is to
replace the current flat-rate tax assessment insti-
tution with a new flat-rate scheme (Pelc, 2021).
This flat-rate scheme should be significantly more
tax-friendly and reduce the administrative bur-
den for taxpayers. It is introducing a single lump
sum payment for income tax, social and health
insurance in the total amount of CZK 5,469 per
month for 2021 and CZK 5,994 per month for 2022.
By making this payment, the taxpayer will fulfil
his/her obligations to all authorities without hav-
ing to file tax returns or related statements. Cer-
tainly, a flat tax is not for everyone, several condi-
tions must be met. The taxpayer can only be a self-
employed person who is not a VAT payer, is not
a partner of a public company or a general partner
of a limited partnership, insolvency proceedings
have not been initiated against him or her, his/her
income has not exceeded CZK 1,000,000, he/she
is not employed and within the specified period
(at the beginning of the year), notifies the tax ad-
ministrator of the entry into the flat-rate scheme.
In my opinion, this is a significant simplification
of administration for entrepreneurs. Many condi-
tions that need to be met for these purposes can be
problematic. This tax does not have to be paid off
by everyone who meets these conditions, but it is
an interesting tool.

Another relief for entrepreneurs was brought
about by the gradual suspension of electronic
sales records during the COVID-19 pandemic, cur-
rently until 30 June 2022. Electronic sales records

are a method of sales records where all payments
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made are registered in the Central Repository of
the Financial Administration to prevent tax eva-
sion (Radvan, 2018, pp. 179-180). The obligation
to keep electronic records of sales is gradually be-
ing extended to more and more taxpayers, how-
ever, during the COVID-19 pandemic, it was sus-
pended and thus de facto postponed (Radvan,
Svobodova, 2021).

As a result of the failure of tax revenues in mu-
nicipalities and regions as self-governing units,
there were also significant changes in transfers
from the state budget to the budgets of munici-
palities and regions, so as not to paralyse their ac-
tivities. Since 1 January 2021, based on an amend-
ment to the Act on the Budget Determination of
Taxes, there has been an increase in the shares of

municipalities and regions in selected taxes.

Conclusion

As can be seen from the presented text, tax law
in the Czech Republic has been and still is un-
dergoing a very dynamic development during
the COVID-19 pandemic. Although it might seem
at first that adopting changes, especially in tax
law, will be a very difficult process, the opposite
was true. The executive power made the most of
the existing tools provided by law and began im-
mediately to implement, through the institution
of mass tax exemption, measures to mitigate the
effects of the pandemic itself, at least in the be-
ginning. Regarding changes in tax laws, the situ-
ation was somewhat more difficult, because the
whole legislative process had to be implemented.
But here, on the other hand, it helped that during
the state of emergency it was possible to pass laws
in a state of legislative emergency, so much faster
than in the current state. An exceptional consen-
sus also prevailed here between the ruling parties
and the opposition when the opposition receded
into the background and allowed the Czech gov-
ernment to enforce measures in the Parliament to

mitigate the effects of the COVID-19 pandemic.
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Thus, many changes were introduced in tax law,
which in turn led to the drastic effects of the pan-
demic not being so drastic. In addition, most of
these changes were of a long-term nature and will,
therefore, benefit taxpayers even after the pan-
demic has subsided. Moreover, the COVID-19 pan-
demic itself has led to unprecedented pressure to
develop electronic public administration, includ-
ing tax administration. The benefits of the shift in
this electronic and digitised public administration
will clearly be assessed positively, especially over
time.

Despite the above positives, however, one can-
not get rid of the impression that after these chang-
es, many people still have a taste that cannot just
be rid of. What I mean is the state of the Czech Re-
public’s debt, which before the outbreak of the
COVID-19 pandemic at the turn of 2019/2020 was
one of the winners in terms of this quantity. After
all, in 2019 the amount of public debt was 30.3%
of GDP. However, debt increased to 38.1% of GDP
in 2020, and the state budget deficit and pub-
lic debt ratio are still very high this year (Tynie-
wicki, Koziel, 2021). In the context of the above,
the question remains whether, at the time of the
pandemic, measures with a smaller impact on the
state budget should not be introduced. Thus, more
budgetary, even at the cost of making the effects
of the pandemic on taxpayers more severe now.
Only time will tell how much the current situation
is still bearable. It is certain that we will not avoid
further changes in tax law in the future. However,
compared to the pandemic period, I am afraid that
these will be the changes that will affect our wal-
lets much more.
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