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Accounting I nter pretation of Cross-
border Mergersin the Czech Republic
Based on Czech Accounting Standards

Jana SKALOVA- Tomas PODSKUBKA

1 Legal regulation

The Czech Republic as all other EU member states voaind to
implement the Directive 2005/56/EC of 26 Octobe®@2@n cross-border
mergers of limited liability companié{Eur-Lex, 2005a) to the Czech
legal system in 2007. This directive was made pubii the Official
Journal of the EU on 25 November 2005. The membates were
obliged to transpose this Directive to their lawsl aegulations by 15
December 2007.

Additional to the Tenth Directive, the European @oof Justice
issued a judgement in the legal case No. C-411B3G Systems AG of
13 December 2005 (Eur-Lex, 2005b). This judgmeidriags among key
court decisions in terms of freedom of establishmegoplication and
interpretations of Articles No. 43 and 48 of theedlly establishing the
European Community. According to this ruling, a nbemstate shall not
withhold powers of limited liability companies whi@rise from freedom
of establishment. This statement is based on tipergurity of acquis
communautaire.

The Act No. 125/2008 Coll., on transformations afsimesses and
cooperatives (Portal Gov, 2008a) came into legal force on 1 2d08.
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This fact means that the Czech Republic has metuities to transpose
the above mentioned Directive to the legal systéroan be thus stated
that from 1 July 2008 onwards, cross-border merggrscommon

businesses can be carried out from the legal pergpe Together with

the BTA, the accompanying Act No. 126/2008 Colbrtgl Gov, 2008b)

amending related regulations; e.g. Accounting Aotpme Tax Act and
Provisions Act; was approved and ratified.

A comprehensive accounting related legal regulatiad not been
introduced until the amendment of the public notit® 500/2002 Coll.
on accounting of businesses (Portal Gov, 2002) taedamendment of
Czech Accounting Standard No. 011 on transactioith twusinesses
(MFCR, 2009).

The accounting obligations of businesses partirigah cross-border
mergers in the Czech Republic and related income itaues are
described in the following paper.

2 Draft Terms of Cross-border Mergers
2.1 Decisive day

The basic legal document, based on which crosseborergers are
executed, is the merger projécthe actual terms that each project shall
include are stipulated by the Directive.

The decisive day and its determination is a funddalestarting point
for accounting obligations of all participating cpamies (this concept is
unified by the Directive within the EU).

The decisive day is a date from which the traneastof the merging
companies will be treated for accounting purposedeaing those of the
company resulting from the merger (i.e. the suaressmpany). In other
words, all accounting entries concerning assetbiliies, equity,
revenues and expenses of the merging companiesdeecafter the
decisive day belong to the successor company asdfifancial
statements. This accounting concept deviates flmnlegal concept of

® The Directive uses the term “draft terms” instefdhe term merger project that will
be used in this article hereinafter.
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the merging companies’ legal existence, which ceaseth the
registration of the merger in the Commercial Reyist

This definition is followed up by Act No. 563/199Coll., on
accounting, as amende(Portal Gov, 1991), which lays down the rules
for accounting period determination and for theropg and closing of
accounting books during mergers.

As a consequence of this Czech regulation, thestectday triggers
the following obligations:

1. to prepare the final financial statements of alltipgoating
companies as of the day preceding the decisive day,

2. to prepare valuation reports on the value of theassets of all the
merging companies as of the day preceding the idectday if
revaluation is also required explicitly by the BTA,

3. to prepare an opening balance sheet of the successgpany as
of the decisive day.

The accounting period of all participating compan(iee. all merging
companies and also the successor company) termir@aiethe day
preceding the decisive day according to the BTAe Tiew accounting
period of the successor company starts on theideasy and terminates
on the last day of the standard accounting perioghich the merger is
registered in the Commercial Register.

The decisive day is usually set retrospectively angt not predate
the day on which a court petition for the mergegistation in the
Commercial Register is filed by more than 12 months

The merging companies cannot, however, cease d@munts after
the decisive day. The participating companies neosiduct accounting
procedures separately from the decisive day unéilregistration of the
merger has been entered in the Commercial RegiBerse procedures
may be necessary in case the merger has been edheed to be
registered in the Commercial Register by the courisapproved at the
companies’ general meetings. In such cases, theaies are obliged to
fulfil their duties in the area of accounting anasere that accounting
entries are made on a regular basis as if the mdrgeé never been
planned.

* Hereinafter referred to as “Accounting Act”.
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The successor company shall combine its accourtsthe merging
companies’ accounts as of the date of registradiothe merger in the
Commercial Register with effects from the decisies. For this purpose,
the opening balance sheet is prepared as the dostment of the
combined accounting. As of this date, accountingoms will be
combined in reality and concurrently all mutual ibess transactions
(e.g. mutual payables, receivables, revenues arkeneers) which
occurred in the period between the decisive day #Hrel date of
registration in the Commercial Register will be lexied (for more details
see also SkalovaCoukova, 2008).

2.2 Financial statementsduring cross-border mergers

The requirement to determine a date of the mergiogpanies’
financial statements used to establish the comditiof the cross-border
merger is included in other vital terms of the neergroject. These
financial statements may, for instance, be usedcdfrulate share
exchange ratios for participating shareholderssTday may be set no
earlier than on the day preceding the decisive afathe merger, as of
which final financial statements and valuation mpamn the net assets
value of merging companies are prepared.

Nonetheless, this day may be set at a later ddtaviag the decisive
day of the merger.

The Tenth Directive and the Czech BTA lay down ¢iséigation to
prepare interim financial statements provided tlay @f the merger
project preparation occurs 6 months later than final financial
statements are prepared.

It is worth mentioning that the period between dieeisive day of the
merger and the day as of which the petition forgeeregistration to the
Commercial Register has been filed, has been eatkmd the Czech
Republic from 9 to 12 months with the brand new Bdifective since 1
July 2008. This change will certainly increase ithgortance of interim
financial statements prepared at mergers. Besithes, tthe BTA
comprises another time limit for the interim finalcstatements. These
financial statements may not be prepared earl@r 8months before the
date of the cross-border merger project preparation
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2.3 Information on valuation of assets and liabilities transferred
to the successor company

The merger project must also include informationtlos valuation of
the assets and liabilities which are transferrethto company resulting
from the cross-border merger.

According to the Czech Accounting Standards, thecessor
company is allowed to take over the assets anditieb of the merging
companies in:

= market values determined in expert valuation repofin
accounting terminology: in fair values),
= accounting prices (historical or acquisition prices

Czech commercial law strictly applies the institatehe EU law that
all in-kind contributions in registered capital dimited liability
companies shall be valued by an expert appointezbbyt.

In a merger of capital companies (private or pybdind under the
condition that by virtue of the merger (i) the sdgred capital of the
successor company shall be increased via new sismges or
contributions and (ii) the source of the increasethe equity of the
merging companies, the net assets of the mergingpanies have to be
valued by an expert appointed by court. In prirgighareholders of the
merging companies will obtain contributions (shaie)the registered
capital of the successor company.

On the other hand, in a merger (regardless of venatipstream or
downstream) of a 100% mother and daughter compaity @ merger of
sister companies with identical owners and provithedregistered capital
IS not increased from equity of the merging comesnino expert
valuation has to be made. In such cases, assatdities and equity of
the merging companies are taken over in accouptiicgs.
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Fig. 1. Typesof mergerswithout expert valuation
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Information on valuation of the assets and lialesit which are
transferred to the successor company, which mushéeationed in the
merger project, thus advises the shareholders efnét assets cross-
border transfer realised between the countries haf participating
companies’ domiciles. It should be noted that imeaases this transfer
is purely virtual (e.g. real estate transfers).

If the successor company is seated in the Czechlfepvaluation of
acquired assets and liabilities from abroad musadepted to meet the
Czech Accounting Standards and the structure atyequst be adapted
to conform to the Czech commercial law code.

At the participating companies’ general meetingg, merger project
should be approved. This is, however, not the atdgument to be
approved. From the accounting point of view, fifi@ancial statements of
all participating companies and the opening balahe=t of the successor
company are also on the list. Generally speakingal ffinancial
statements are prepared according to national atiogu or other
regulations of the states in which the participatiompanies are seated.
The opening balance sheet then includes compododriation disclosed
according to the regulation applied in the sucaessmpany’s domicile.
This is probably the reason why the legislaturesecdo the conclusion
that it may be worthwhile to supplement the mergeoject with
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mandatory information on the valuation of the asseid liabilities which
are transferred to the successor company. Thigatiin laid down in the
Czech BTA comes directly from the Directive, whighfortunately does
not include any further clarification to this teohthe project.

Focusing on the case that the successor compasgated in the
Czech Republic, the valuation of the assets ardllitias listed in the
merger project should inform the shareholders @ bte accounts of the
foreign final financial statements prepared accaydito foreign
accounting standards and legal regulation werereshtan the opening
balance sheet of the successor company prepam@hipliance with the
Czech Accounting Standards and Czech legal regulati

3 Options of Cross-border Mergers
3.1 Cross-border merger into the Czech Republic

The Czech Accounting Standards are now preparedaking over
accounts of foreign legal entities during a crossdbr merger with
merging companies abroad and a successor compartiieinCzech
Republic. In practice, we can only come acrosspassibilities. The first
one assumes that the business activity of the mgrgpmpany, which
was dissolved in the merger, can remain abroadbacdme a part of a
foreign permanent establishment owned by the Cgecbessor company.
This permanent establishment will be considered dslocated division
and will be treated as such in bookkeeping of theedd successor
company. The second one, on the other hand, isdbasethe factual
moving of assets and liabilities constituting besi activities of the
foreign merging companies to the Czech Republidhis case, the real
physical merger of assets and liabilities will acituthe Czech Repubilic.

Accordingly, both possibilities involve having tea with valuation
of the assets and liabilities acquired in the meagé¢he first stage.
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Fig. 2. Cross-border merger into the Czech Republic
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3.2 Cross-border merger out of the Czech Republic

If a Czech merging company is dissolved in a chtussler merger
with a foreign legal successor, two analogous pdgss can take place.
The first one is based on the real physical trarsffassets and liabilities
abroad and causes the Czech merging company te deabe an
accounting unit according to the Czech Accountingn8ards. The
second alternative, by contrast, involves foundiag permanent
establishment of the successor company in the CReglublic since the
business activity remains in the Czech Republids Téntity shall be
registered in the Czech Commercial Register asladdited division of
the foreign company and considered to be an aceguahit pursuant to
the Czech Accounting Act. For tax purposes, thentgrermanent
establishment is chiefly used for such an entity.

As a result of being an accounting unit, the pemnamrstablishment
iIs subject to all duties stipulated by the AccoogtiAct in the same
manner as other Czech accounting units. The regemeto comply with
all provisions of the Accounting Act may bring abaueat difficulties,
whose satisfactory solution may be a challenge.

In any case, many practitioners and academics (ogbikova,
2008) in the Czech Republic hold the view thatrédevant provisions of
the Accounting Act that impose this duty on pernminestablishments
seated in the Czech Republic should be abolisheshs&juently,
permanent establishments will be relived of somdieduand will
therefore not have to deal with all requirementsl ldown by the
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Accounting Act. On the other hand, they would hawée instructed in a
legally binding manner to keep records in ordedeétermine the income
tax base from transactions taxable in the CzechuBlEp This solution
will resemble the procedure used by companies ftiegorunder
IAS/IFRS, which are obliged to follow accountingiructions that lead
to the determination of accounting profit/loss foe purposes of the tax
base calculation.

Fig. 3: Cross-border merger out of the Czech Republic

7E Permanent
‘pstabfishment.
ET
state Successor
COMpany

4 Accounting Duties at Cross-border Mergers into the
Czech Republic

4.1 Opening balance sheet

The very first moment, when the assets and liaslitof foreign
merging companies must be recorded in the accapurgina Czech
successor company is the decisive day of mergesf ahich an opening
balance sheet must be prepared. The opening bathweet includes the
assets and liabilities of all participating compganiwhich are valued in
accordance with the Czech Accounting Standards.

The decisive day is therefore a moment of “accagritacquisition of
all assets and liabilities, although it is a lefyetion.

® Directive No. D-295 of the Czech Ministry of Fitee
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4.2 Disclosure of assets, liabilities and equity according to Czech
Accounting Standards

As of the decisive day, a Czech successor comparst kalue all
assets and liabilities obtained from merging congmmn compliance
with the Accounting Act.

The actual procedure implemented in accounting adkthe Czech
successor company may be also affected by the méyge that is
feasible under the BTA (i.e. upstream, downstream smlestream
mergers). Provided an upstream, or with inconsetplerestrictions a
downstream, merger with an increase of registeegutal of the Czech
successor company from equity of the merging conegas carried out,
net assets of the merging companies shall be vahedn expert
appointed for this purpose by the court. Likewiags, expert valuation
must be prepared and booked if a sidestream me&gealised. Cases
where no expert valuation is needed have already beentioned earlier
in this paper. In such mergers, accounting valuestaken over to the
successor company.

The Czech Accounting Standards concerning commainesses
include an obligatory layout of assets, equity &adilities in a balance
sheet. Merger-related items in equity are showhald in the following
table.

Tab. 1. Merger related items of equity in a balance sheet

Code Title
Al Capital Funds
A.ll.1 |Share Premium

A.ll.2 |Other Capital Funds

A.11.3 |Valuation Difference from Revaluation of Asts and Liabilities

A.ll.4 |Valuation Differencefrom Revaluation at Transformations

A.ll.5 |Differencesfrom Transfor mations

Source : Portal Gov (2002)
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4.3 Process of an opening balance sheet preparation
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The actual process is not dependent on the finahtial statements
of the merging company seated abroad.

Fig. 4: Processof an opening balance sheet preparation
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The aim of the item of equity Valuation Differenitem Revaluation
at Transformations is to record revaluation of esssad liabilities at fair
value according to Czech Accounting Standardss lised in case the
foreign merging company did not revalue assetsliahdities according
to foreign accounting standards in the final finahstatements for the
purposes of the merger. Since the final finanditesnents of the foreign
merging company do not record assets and liatslisie fair value, the
Czech successor company has to disclose the réiealuaquired by the
BTA in the opening balance sheet prepared as ofldutsive day and
involve all differences in equity.
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The Valuation Difference from Revaluation at Tramefations
therefore is composed of all valuation differenbetveen the accounting
values of assets and liabilities disclosed in thalffinancial statements
and fair values of assets and liabilities deterchibg the expert, which
are disclosed in the opening balance sheet.

This part of equity can be used to increase thisteygd capital of the
successor company based on the decision of shdeb@mbodied in the
merger project approved by general meetings.

The successor company should keep accounting ecofdthe
transactions undertaken in the opening balancet.steefact, these
records should be retained in the form of intermetuarial documents,
which would document the step-up.

The Difference from Transformations is a newly aduced item of
equity. It may include any differences recordedhi@ successor company
that arise from dissimilar content definition okats, liabilities and equity
according to Czech and foreign legal regulatiomafounting. This item
shall be disclosed in the opening balance shebteo$uccessor company.

For the purposes of Czech accounting, the openalgnbe sheet
followed by notes to the opening balance sheethwilthe first accounting
statement. The notes must follow up the cross-londerger project,
which must in addition to general terms includeoalsformation on
valuation of the assets and liabilities which aransferred to the
successor company. This section of the project ritesc either the
method of assets and liabilities fair value deteation or procedures
used to take over accounting values of the mergamgpanies’ assets and
liabilities as well as transfers that were undextakn equity of the
successor company.

5 Accounting Issues in Cross-border Mergers out of the
Czech Republic

As it has already been mentioned in this article, possibilities may
occur at a cross-border merger out of the CzechuBliep The Czech
merging company can be dissolved and all its assetdiabilities can be
transferred abroad. The foreign successor compaitly hence not
conduct business activities in the Czech Repubilic.
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Czech Accounting Standards state that in this tes€zech merging
company opens accounting books and keeps acconraseparate basis
from the decisive day. If the business activity tbis company is
terminated by the day when the merger is registeratie Commercial
Register, the Czech merging company should clesadtounting books
as of this day. Additionally, the accounting bodtsould be adjusted
from the standard bookkeeping of an independentiCaecounting unit
to the bookkeeping of an organisational componéatforeign company,
which has no intention to continue doing busineghé Czech Republic.

The second situation that may happen in a crosgebanerger out of
the Czech Republic concerns the foundation of mpeent establishment
of the foreign successor company that will contidoeng business in the
Czech Republic. This situation and its timeline ¢ depicted in the
following table.

Tab. 2: Merger step plan

Date Step Accounting duty | Responsibility
31/12/2008| Day preceding the | Final financial Merging
decisive day statements, income company in thq
tax return CZE
01/01/2009| Decisive day of Opening balance | Foreign
merger sheet of the foreign successor
successor company company
Legal entity exists | Separate Legal entity in
in the CZE bookkeeping the CZE
pursuant to
Accounting Act
31/08/2009| Merger registration| Adjustment of Foreign
in foreign domestic accounts | successor
Commercial based on the company
Register; domestic| decision of the
Commercial foreign successor
Register noticed | company — internal
De-registration of | decisionon
legal entity in CZE | accounting entries
— its legal
dissolution
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Date Step Accounting duty | Responsibility
01/09/2009| Registration of Bookkeeping of Organisational
organisational organisational component
component of component (foreign
foreign successor successor
company company)

The internal decision of the foreign successor camgp- the founder
of the organisational component in the Czech Repuiiould include
many points that will influence its bookkeeping.€eTmain issues are
listed below.

Organisational components as a rule do not haviyequ

Foreign founders supply organisational componeritis material
or financial aid such as advance payments or darttans, which
are settled with founders on an intercompany baSisese
payments are generally disclosed as long-termiiligisi
Organisational components may generate profit/foss their
activities. These resources belong to the founddraae not paid
out in the Czech Republic according to the Comnaér€Ciode.
Profit/loss should be settled against the liabilipwvards the
founder, which will decide upon the pay-out.

Organisational components have to calculate thébése and the
tax duty in the Czech Republic based on agreemeititslocal
Tax Authorities. The paid tax is included in taxures of the
foreign founder in compliance with respective deutalx treaties.

6 Corporate Income Tax

6.1 Basic regulation

Bookkeeping conducted pursuant to the Czech AcaogirBtandards
is a starting point for corporate income tax basmnination. Moreover,
the concept of the decisive day, which is legaltyidnal and serves only
for accounting purposes, has been implementedti@dncome Tax Act
from accounting regulation. As a result, transadioof the merging
companies realised after the decisive day are dieclun the tax base of
the successor company provided the merger is ssfodgsaccomplished.

The Czech Republic amended the Act No. 586/1992.,dotome
Tax Act (Portal Gov, 1992), regarding the accesdionthe EU and
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implemented the Directive No. 90/434/EEC of 23 J&BO0 on the
common system of taxation applicable to mergenrgsidins, transfers of
assets and exchanges of shares concerning compahiekfferent
member states (Eur-Lex, 1990).

By means of this amendment, legal regulation o$s#foorder mergers
penetrated into the Czech Income Tax Act. Thisregulation was not
widely applicable, for practical realisation of sssborder mergers was
limited to cross-border mergers to the European fg2om regulated by
the Council Regulation No. 2157/2001 of 8 Octob@d? on the Statue
for a European Company (Eur-Lex, 2001) and the KzAct No.
627/2004 Coll. on the European Company (Portal G®@04). Further
changes were introduced by the BTA or, strictlyadpeg, by related
regulation that came into force together.

Although cross-border mergers are pursuant to fha Bossible for
varying legal forms of companies, tax advantagesaacorded only to a
defined range of entities. In the Czech Republax tdvantageous
treatment is conferred if:

= The merging and successor companies are Czechatexrspand
have the legal form of either a joint stock compamya limited
liability company,

» The merging company is a tax resident of anotherniginber
state and the successor company is a Czech tax pagehas the
legal form of either a joint stock company or aited liability
company provided the assets and liabilities thateweansferred
from the merging companies to the successor compeayot a
part of a permanent establishment outside the CReglblic,

= The merging company is a Czech tax payer and lealegfal form
of either a joint stock company or a limited liatyilcompany, the
successor company is a tax resident of another Ebbar state
and the assets and liabilities that were trandefrem the
merging companies to the successor company arertaopa
permanent establishment in the Czech Repubilic.

In other words, tax advantages are not grantedGkzech successor
company undertakes a cross-border merger with agingerforeign
company and the assets and liabilities of this mgrgompany remain
abroad as a part of a permanent establishmenteofCttech successor
company. These cases may be rather frequent wkeastets of merging
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companies cannot be physically moved to the CzesghuBlic such as real
estate or businesses.

6.2 Tax valuation of assetsacquired in mergers

Basic tax treatment of acquired assets and ligslitrom abroad is
stated in the Czech Income Tax Act. This law stpeg that any
conversions of values of assets and liabilitiesuaeq in mergers or de-
mergers by Czech tax residents from foreign taxdesdgs into CZK
should be made using exchange rates of the CzewwbnidbBank valid as
of the decisive day unless these Czech tax resdesmte a permanent
establishment in the Czech Republic. Any revalumatioat may result
from expert valuations of the assets and liabditieder legal regulations
of the particular state for the purposes of mergeide-mergers cannot be
taken into account and thus must be excluded frioenconverted tax
acquisition costs.

The same exchange rates should be used to cofmeentaiues of
applied tax depreciation, tax adjustments, taxdessax provisions, tax
deductible items or other tax applicable allowancesler respective
foreign legal regulations. The converted tax adtjars costs shall be
used for all consecutive tax purposes, e.g. fanatédn of stock and non-
depreciable assets.

6.3 Tax depreciation

A Czech successor company is entitled to continuex depreciation
of tangible and intangible assets from the conderd acquisition costs
of assets that were acquired in a cross-border endrgm a foreign
merging company and that were never a part of amaeent
establishment in the Czech Republic. The origigjussition costs (i.e.
before conversion into CZK) of these assets foriedtax depreciation
base or were subject to similar tax allowancefhi@rherging company’s
domicile. The Czech successor company should furthe

» classify all acquired tangible assets into a retéwdepreciation
group according to the appendix of the Income Tat aAnd
linearly depreciate them by a rate for further geairdepreciation
stated in the Income Tax Act,
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= depreciate all acquired intangible assets for &meaining number
of months stated in the Income Tax Act.

Tax depreciation can be applied in the Czech Républ to the total
amount that is determined by the difference betwienconverted tax
acquisition costs and depreciation or similar tédrwances that were
already applied in an EU member state in complianite valid local
legal regulations.

6.4 Take-over of tax lossesincurred abroad

The Income Tax Act allows Czech successor compdai¢gke over
tax losses that were incurred by foreign mergingganies and that have
not been used yet.

The first precondition that must be met is thatdlsets and liabilities
acquired in the merger which are related to thaaddbss incurrence and
which were located abroad will be moved to the @GzBepublic as a
result of the cross-border merger.

However, only those tax losses that were nevesetilabroad (in any
way) can be taken over by the successor companyloBaes that were
already applied as tax allowances or items othendmscreasing the tax
base in periods after the tax loss had been indume that were
compensated against taxable profits realised bypeoms in the same
consolidating group in such EU member states thatvayroup taxation
(e.g. Austria) have to be excluded.

Furthermore, tax losses must be adjusted to thesaimbat would be
achieved by a Czech tax payer benefiting fromadlihstruments of the
Czech Income Tax Act. It is therefore obvious tiaatlosses which were
incurred abroad due to less strict thin capitalsatules cannot be taken
over and then utilised in the Czech Republic sgweh tax losses would
not meet Czech think capitalisation rules. Otheriting conditions may
be imposed on tax adjustments creation, tax dduallitgtiof losses from
sales of certain assets, etc.

Further to that, the tax base determination in@zech Republic is
concluded from bookkeeping conducted according zec@ Accounting
Standards. In spite of the fact that the foreigrrgimg company will
almost certainly have double-entry bookkeepingshbuld be checked
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that there are no material differences in accogntethods. In particular,
such differences may stem from different stock afatn, activation of
certain costs in assets acquisition prices, priesipand methods of
accruals and deferrals of expenses and revenues, et

It can be concluded that the adjustment of foréggnlosses to Czech
conditions stipulated by Czech legislation may bmatimes excessively
costly.

Conclusion

The new legal regulation facilitating cross-boraeergers of common
capital companies is prepared in accordance weélp#itern of the EU in
order not to obstruct these transactions or imp#de freedom of
movement of capital within the EU. On the contratyis still an open
iIssue whether or not the supporting accountingtardegislation will not
be the obstacle that will henceforth hamper anyoapog mass cross-
border mergers. At this point, tax advantages cbeldt least described
as problematic or even unattainable. Thereforis, fibt easy to predict in
advance how the private sector will react to thevipeimplemented
features; whether we will consequently enjoy mangcessful cross-
border mergers or whether they will rest only ie #ppropriate sections
of the relevant laws. In the Czech Republic, tmaxpss is undertaken via
special accounts in equity. In some cases, thelCagmcessor company is
allowed to record the transferred assets and iligsilat their accounting
values (historical prices).
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Accounting I nterpretation of Cross-border Mergersin the
Czech Republic Based on Czech Accounting Standards

Jana SKALOVA — Tomas PODSKUBKA

ABSTRACT

The paper deals with cross-border mergers thatbeayerformed either
out of or into the Czech Republic and focuses @natcounting and tax
aspects of these transactions. Attention was akld po the most
important legal requirements imposed on mergereptsj and the net
assets valuations. The Directive 2005/56/EC brougimew possibilities
of business transformations across the EU membegesst borders.
Income tax advantages that may be gained in croskeb mergers were
implemented by virtue of the Directive 90/434/EHOnay be difficult to
meet stringent requirements that are conditionanugnjoyment of the
neutral tax treatment.
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