orporate income tax

Taxable Entities and Income

Entities subject to corporate taxa-

tion in the Czech Republic include

both resident and non-resident

companies with a permanent
establishment. For tax residents, their total world-
wide income is subject to income tax in the Czech
Republic, with some exemptions and deductions
easing the tax burden.
The tax base is derived from the annual profit calcu-
lated in accordance with Czech accounting princi-
ples, adjusted for non-tax-deductible expenses and
non-taxable revenues.

Rate

The Czech Republic maintains a competitive general
corporate income tax (CIT) rate of 21%. Certain
exceptions to this general CIT rate exist, such as

lllustrative Comparison of CIT and VAT Rates in the Czech Republic
and Several Other European Countries (in %)

Czech Republic 21
Austria 23
Germany 29,9
Slovakia 21
Poland 19
United Kingdom 25
France 25

21 12
20 19/13/10
19 7
23 19/5
23 8/5
20 5/0
20 10/55/2,1

Source: information on CIT rates was obtained from official documents, laws, and government websites of respective countries

Paying corporate taxes
in the Czech Republic

Foreign and Czech companies operating within the Czech Republic will encounter obligations
related to various taxes, including corporate income tax, VAT, and withholding tax.

a special CIT rate of 5 % for certain investment funds
1 and a0 % CIT rate for pension funds.

: Tax Incentives and Credits
: Various incentives and tax credits, including

research and development, investment incentives,

: and tax loss carry forwards and backwards, are

: offered to stimulate economic growth. Additionally,
companies can reduce their tax liability through

. deductions for employees with disabilities and

. contributions to charitable purposes.

Transfer Pricing Considerations

In adherence to international standards, particu-
larly OECD guidelines, the Czech Republic aims

to prevent profit shifting among related entities.
: While not legally mandatory, transfer pricing doc-

umentation serves as a persuasive tool in resolving

. tax disputes.

Tax Compliance and Reporting

: The tax year typically coincides with the calendar

: year or the fiscal year. Companies must file their
annual tax returns generally within three months

. from the end of the year. In case of companies liable
: to statutory audit and companies using the services
of tax advisors, the time limit is extended to six

months.

Miroslav Kocman, Partner
Josef Kratky, Manager
Markéta Conkova, Tax Advisor

Ro6dl Czech Republic
prag@roedl.com

www.roedl.cz

© Withholding tax

Dividends paid by Czech stock companies are gen-

. erally subject to a 15% withholding tax. However,

. this rate is limited to profit distributions to residents
of the Czech Republic and countries with which

. the Czech Republic has a double taxation treaty.

In all other instances, a 35% rate applies.
In addition to dividends, interests and royalties are

also subject to withholding tax.

. VAT

: VAT, a crucial part of Czech taxation, encompasses
: astandard rate of 21 % and reduced rate of 12 %.

: The reduced rate applies to specific goods and ser-
* vices such as foodstuffs, accommodation services,

public transportation etc.

VAT payers must fulfil obligations such as filing VAT

returns and EC Sales Lists for EU sales and submit-

. ting a VAT control statement (a detailed transaction-
: al VAT report). Small businesses may also benefit
. from the cross-border regime for small businesses

(,the SME scheme”).

After the 2025 Czech elections, the new govern-

ment announced plans for tax changes, including

a potential cut in the corporate income tax rate,
:a higher VAT registration threshold, and mandatory
: transfer pricing documentation. No draft legislation

has been published yet. B
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