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Taxpayers of PIT
• Taxpayers:

• Tax resident has a residency in the CZ or
have spent at least 183 days in the calendar
year in the CZ.

• There are two exceptions from the rule above:
• the purpose of studies,

• the purpose of cure.

• Czech tax residents have worldwide tax liability in 
the Czech Republic

• Tax non resident has a residency in other 
country or have spent in the CZ less then 183 
days in the calendar year (days are counted
each day of stay).

• Czech non-residents have tax liability limited on 
income from source in the Czech Republic.



Object of the PIT

• All kinds of incomes of individuals are 

object of this tax including benefits (non-

monetary).

• Excluded incomes:

• Loans and credits

• Other special incomes – detailed 

information in § 2 ITC



Exempted Incomes

(selected incomes)
• Social transfers (social security benefits, e.g.: pensions 

are tax-free up to the limit)

• Compensations for damages (exemption: if is property
included in trading assets for the activity that generated 
the income from business activities at the time of the 
damage)

• Some incomes from property sales (time tax test – the 
period between the acquisition and the sale)

• Benefits for persons with health disabilities, benefits in 
material need

• Support or contributions from trade unions

• Services provided to soldiers in the armed forces

• Etc.



Incomes from Sales of 

Property
• Generally are property sales tax-free

• Exceptions:

• Motor vehicles, aircraft or ships are tax-free 1 year after acquisition
(the period between acquisition and sale is more then 1 year)

• Movable property which is or 5 years before the sale was included in the 
business assets = not tax-free sale

• Income from the sale of a house and the related land, or a unit
(flat) that does not include commercial space other than the 
garage, basement or storage room, and related land if the seller 
had resided there for at least 2 years immediately before the sale
= tax-free income

• The sale of the immovable property, if they are or have been included in 
business assets, and up to 2 years following their removal from business 
assets = tax-free income

• Income from the sale of other immovable property (which is not 
mentioned in the paragraph 4 ITC) - if the period between the 
acquisition and the sale is more then 5 years



The Structure of PIT Base

• Five different parts of tax base = partial 

tax bases:

• Incomes from dependent activity

• Incomes from independent activity

• Capital income

• Rental income

• Other income



Calculation of PIT Base

• Incomes from dependent activity
• + social security contributions (34 %)
• = partial tax base/tax loss is not allowed
• Incomes from independent activity
• - expenses
• = partial tax base/tax loss
• Capital income = mostly separate tax bases/other incomes are 

taxed in partial tax base/tax loss in not allowed
• Rental income
• - expenses
• = partial tax base/tax loss
• Other income
• - expenses on other incomes (according to 

separate incomes up to each income)
• = partial tax base/tax loss is not allowed
• = TOTAL TAX BASE



Incomes from Dependent 

Activity (1)

• Salaries, wages…

• Team member, shareholder in LLC, limited 

partner of LLC…

• Members of a legal entities



Incomes from Dependent 

Activity (2)

• Excluded incomes:

• Travel expenses

• Value of personal protective equipment

• Working tools

• Etc.

• Exempted incomes:

• Non-alcoholic beverages

• Expenses on recreation of employees (up to 20 000 
CZK/year)

• Contributions to pension insurance and life insurance 
(together up to 30 000 CZK/one employer/one year)



Separate Tax Base 

from Dependent Activity

• In case that taxpayer does not sign the 

taxpayer declaration (no tax credits can be 

claimed) and income during one month 

does not exceed the CZK 10,000 (contract 

for work in Czech „DPP“ mainly used for 

part-time jobs)

• = Single tax base and it is taxed by special 

tax rate 15 % without any claim on tax 

credits or other relief

• Note = this „DPP“ is not object of social 

security contributions in the CZ as well



Calculation of Net Wage
Item CZK

Gross wage 30,000

Super-gross wage * 1,34 40,200

SSC paid by employer (34 %) 10,200

SSC paid by employee (11 %) 3,300

Tax base of PIT 40,200

PIT 15 % 6,030

Basic tax credit on taxpayer 2,070

Total tax liability (PIT) 3,960

Net wage (GW – SSC by employee – total tax liability) 22,740

Implicit tax rate of PIT (all SSC+PIT/super-gross wage) 43.4 %

source: author



Calculation of „DPP“
Item CZK

Gross income 10,000

Tax base 10,000

PIT 15 % 1,500

Basic tax credit 2,070

Total tax liability of PIT 0

Net wage 10,000

source: author



Incomes from Independent 

Activity (1)

• Incomes from agricultural activity and forestry
and water management

• Incomes from craft activity

• Incomes from other non-craft activity

• Incomes from other self-employment activity
(medicine doctors, tax advisers, auditors, 
lawyers…)

• Incomes from intellectual property and copyrights 
(patents, software…)

• Incomes from independent activities (athletes, 
architects, authorized experts, artists…)



Incomes from Independent 

Activity (2)
• Taxpayers (independent activity) can reduce their 

incomes by expenses

• Tax loss is allowed

• They have to register their expenses:

• Tax records – evidence about incomes and 

expenses and assets and debts of taxpayer 

(based on cash principle) – typical for 

taxpayers of PIT = „simple accounting“

• Book-keeping (accounting) – according to law

• Lump-sum expenses (% ratio from incomes)



Lump-sum Expenses

Type of Income 2004 2005 2009 2019

Agricultural activity 50 % 80 % 80 %
80 %

max. CZK 800,000

Craft activity 25 % 60 % 80 %
80 %

max. CZK 800,000

Non-craft activity 25 % 50 % 60 %
60 %

max. CZK 600,000

Other business and 

independent activity
25 % 40 % 60 %

40 %

max. CZK 400,000

Incomes from transfer 

of use copyrights
30 % 40 % 60 %

40 %

max. CZK 400,000

source: author



Calculation of Lum-sum Expenses

Item CZK/per year

Gross income (non-craft activity) 2,200,000

Real expenses (tax records) 800,000

Lump-sum expenses (60 %) – up to CZK 600,000 600,000

Partial tax base 1,400,000

PIT (15 %) 210,000

Tax credit (basic) 24,840

PIT – tax credit 185,160

Implicit tax rate PIT (lump-sum expenses) 8.4 %

source: author



Business Property

• It is very necessary to keep apart a property, 
which is used for private purposes and a 
property, which is used for business activities.

• In small business is very difficult to separate
these activities one by one, hence the Czech ITC 
defines a concept of business property.

• The taxpayer has to divide incomes and 
expenses on personal and business part.

• Typical example are expenses on car: 

• Fuels (petrol, oil…)



Example – Business Property

• Car used for business (80 %) and private 

purposes (20 %). Ratio 80:20 is based on km 

travelled.

• Fuel: CZK 68,000

• Tax depreciation: CZK 40,000

• Road tax: CZK 2,500

• Repair: CZK 20,000

• Total tax expenses: (68,000 + 40,000 + 

20,000) * 0,8 + 2,500 = CZK 104,900



Separate Tax Base 

from Independent Activity

• Incomes of authors in newspapers, magazines,

television and radio

• Income in one month does not exceed CZK 10,000

• = Single tax base taxed by special tax rate 15 %



Capital Incomes (1)

• Capital incomes are incomes from holding capital 
assets 

• Most of capital incomes are single tax base

• The reason is to simplify the tax liability for 
individual taxpayers

• It is easier for taxpayers and also for the state 
authority (tax administrator)

• Taxpayer (company) is responsible for tax 
payment

• Mostly there are no expenses and other tax 
reliefs



Capital Incomes (2)

• Capital incomes are:

• Dividends

• Profit-sharing partnership contributions 

from participating in the business

• Interest from loans, obligations…

• Etc. 



Rental Incomes

• Rentals of movable property and real estates

• Real estates in all cases

• Movable property for long term period

• Expenses/tax loss is allowed

• Expenses:

• Special evidence of expenses 

• Lump-sum expenses 30 % (max. CZK 

300,000)



Other Incomes

• All other incomes

• Occasional incomes

• Winnings

• Sales of assets/property

• Other incomes which are not tax-free

• Etc.

• Expenses up to each income separately

• Tax loss is not allowed



Total Tax Base vs. Partial Tax 

Base from Dependent Activity

• The total tax base from PIT is a sum of five 

partial tax bases

• The total tax base (= tax base) can not be 

lower than tax base from dependent activity



Example – Partial Tax Base 

from Dependent Activity
Partial Tax Base CZK

Dependent activity 500,000

Independent activity (tax loss) -600,000

Capital income 0

Rental income 50,000

Other income 0

Total tax base (= dependent activity) 500,000

Tax loss (= Rental income – independent activity) 550,000

source: author



Calculation of PIT

• Tax base (sum of partial tax bases)

• (-) tax deductions

• = tax base reduced by deductions (rounded down

to CZK 100)

• (x) tax rate 15 % (or solidarity tax surcharge 7 %)

• (-) tax credits

• = tax liability/negavite tax



Solidarity Tax Surcharge

• Extra 7 %

• Gross incomes from dependent activity 

(social security contributions are not included) 

+ partial tax base from independent activity

• MINUS

• 48x average wage (CZK 32,699)

• Tax loss from independent activity is allowed 

– it is reducing the partial tax base from 

dependent activity



Example – Solidarity Tax 

Surcharge
Item CZK

Gross income from dependent activity 1,000,000

Partial tax base from dependent activity 1,340,000

Partial tax base from independent activity 1,500,000

Sum of dependent acitivity and independent activity 2,500,000

48x average wage 1,569,552

Tax base for solidarity tax surcharge 930,448

Solidarity tax surcharge 7 % 65,131.36

Tax base for PIT (15 %) 2,840,000

PIT (15 %) 426,000

Tax credit 24,840

Total tax liability 466,291.36

source: author



Tax deductions

• Examples of tax deductions:

• Mortgage interest (up to CZK 300,000 for household per 
year)

• Donations for public organizatios (at least CZK 1,000 and 
maximum 15 % from total tax base)

• Pension insurance contributions (first CZK 12,000 are 
excluded, maximum limit is 24,000 CZK/year)

• Life insurance contributions (maximum limit is 24,000 
CZK/year)

• Trade union contribution (maximum 3,000 CZK/year or
1,5 % of taxable incomes according to social security
insurance)

• Tax loss (carry forward for 5 consecutive years at
maximum)

• Expenses on R&D (same rules as for CIT)



Tax Rates of PIT

• Nominal tax rate (normal tax base):

• 15 %

• Solidarity tax surcharge:

• 7 %

• Special tax rate (separate tax base):

• 15 %



Tax Credits (1)

Tax credit CZK/per year

Basic tax credit 24,840

Spouse tax credit 24,840

Partial disability tax credit 2,520

Full disability tax credit 5,040

Holder of ZTP/P card 16,140

Student 4,020

Tax credit for 1st child 15,204

Tax credit for 2nd child 19,404

Tax credit for 3rd+ child 24,204

Preschool tax credit max. 13,350
source: author



Tax Credits (2)

• Spouse tax credit: the annual income of spouse can not exceed 
CZK 68,000

• Student tax credit: the age of student can not exceed 26 years (or 
28 years in case of Ph.D. students)

• All tax credits: (except for tax credit on depending child/children) –
the relevant date is the beginning of month

• Tax credit for depending child/children: depending child, which 
lives in common household (can be stepchild), up to 26 years (in 
case of studies)

• Tax credit for depending child: the relevant is month of birth

• Tax credit for depending child: tax liability can be negavite = 
negative tax = total sum of tax credit on depending child is higher
than total tax liability

• Preschool tax credit: payment for preschool child care institution
up to CZK 13,350 per year/per child

• Tax credits can be used on monthly bases (typical for employees) 
except for spouse tax credit and preschool tax credit (we have to 
respect the ITC conditions based on year income or expenses)



Monthly Tax Credits
Tax credit Monthly amount of 

tax credit in CZK

Basic tax credit 2,070

Spouse tax credit -

Partial disability tax credit 210

Full disability tax credit 420

Holder of ZTP/P card 1,345

Student 335

Tax credit for 1st child 1,267

Tax credit for 2nd child 1,617

Tax credit for 3rd+ child 2,017
source: author



Scheme of Calculation 

of Tax Credit for Depending Child

• Tax liability before tax credits

• (-) tax credits (except for tax credit for

depending child)

• = tax liability after tax credits (0 or more)

• (-) tax credit for depending child/children

• = Tax liability or negative tax)



Calculation of Negative Tax 

Item CZK/per year

PIT before tax credits 30,000

Basic tax credit on taxpayer 24,840

Spouse tax credit 24,840

PIT after tax credits (except for tax 

credit for depending child)

0

Tax credit for child 15,204

Negative tax (tax refund) 15,204

source: author



Collection of Tax 

• Tax liability

• (-) tax prepayments by employer (dependent 

activity)

• (-) tax prepayments by taxpayer (independent 

activity)

• = tax liability/tax overpaid



Example (Tax liability)

• Annual gross income: 400,000 CZK/year

• Tax prepayments by employer: CZK 10,000

• Annual income spouse: CZK 58,000

• Amount of donations for public 
organizations: CZK 18,000

• Mortgage interest: CZK 24,000 

• Pension insurance: CZK 24,000

• Life insurance: CZK 20,000

• Taxpayer have 2 children (10 a 13 years
old)

• Task: Tax liability of taxpayer in 2019



Tax wedge components as a % of 

labour costs in 2014
Income tax Employee SSC Employer SSC

Belgium 21,8 10,8 23,0

Austria 12,8 14,0 22,6

Germany 16,0 17,1 16,2

Hungary 12,5 14,4 22,2

France 10,6 10,2 27,7

Italy 16,7 7,2 24,3

Finland 18,3 6,5 19,1

Czech Republic 9,1 8,2 25,4

Sweden 13,2 5,3 23,9

Slovenia 9,6 19,0 13,9

Portugal 13,1 8,9 19,2

Slovak Republic 7,2 10,2 23,8

Spain 12,8 4,9 23,0

Greece 7,1 12,7 20,6

Estonia 13,2 1,5 25,4

Turkey 10,6 12,8 14,9

Denmark 35,6 2,8 0,0

Netherlands 14,6 13,9 9,2

Luxembourg 15,7 11,0 11,0

Norway 18,3 7,3 11,5

OECD (36.0%) 13,4 8,3 14,3

Poland 6,0 15,3 14,4

Iceland 26,1 0,4 7,1

source: author
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source: author



International Comparison

OECD: Taxing Wages 



Austria: Non-standard Tax Reliefs

source: author



Belgium: Lump-sum Deduction 

+ Work-related Expenses

source: author



Denmark: Standard Tax 

Reliefs + Tax Credits

source: author



Estonia: Non-standard 

Tax Reliefs 

source: author



Finland I: Standard Reliefs

source: author



Finland II: Non-standard Tax Reliefs

source: author



France I: Standard Reliefs 

source: author



France II: Non-standard Tax Reliefs

source: author



Germany I: Reliefs for Children

source: author



Germany II: Non-standard 

Tax Reliefs

source: author



Greece: Non-standard Tax Credits

source: author



Hungary I: Standard Reliefs

source: author



Hungary II: Non-standard 

Tax Reliefs

source: author



Iceland I: Standard Reliefs

source: author



Iceland II: Non-standard Tax Reliefs

source: author



Ireland I: Standard Reliefs

source: author



Ireland II: Non-standard Tax Reliefs

source: author



Ireland III: Non-standard Tax Reliefs

source: author



Israel I: Standard Tax Credits

source: author



Israel II: Non-stanard Tax Credits

source: author



Italy I: Tax Credits

source: author



Italy II: Tax Credits

source: author



Italy III: Non-standard Tax Allowances and Tax Credits

source: author



Japan I: Standard Reliefs

source: author



Japan II: Non-standard Tax Reliefs

source: author



Korea I: Standard Reliefs

source: author



Korea II: Standard Reliefs

source: author



Korea III: Non-standard Tax Reliefs

source: author



Korea IV: Tax Credits

source: author



Latvia: Standard Tax Reliefs 

source: author



Luxembourg I: Standard Tax Reliefs 

source: author



Luxembourg II: Non-standard 

Tax Reliefs

source: author



Mexico: Non-standard Tax 

Reliefs

source: author



Netherlands I: Non-standard 

Tax Reliefs

source: author



Netherlands II: Tax Credits

source: author



Norway: Non-standard Tax Reliefs

source: author



Poland I: Non-standard 

Tax Reliefs

source: author



Poland II: Tax Credits

source: author



Portugal: Non-standard 

Tax Reliefs

source: author



Slovak Republic: Standard Relief

source: author



Slovenia: Standard Reliefs

source: author



Spain: Standard Reliefs

source: author


