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 As many other EU Member States, the Czech Republic is anticipating the introduction of austerity measures and increase in taxes and levies in 

order to reduce the national debt in coming years. This Tax Alert focuses on the changes that the government plans to introduce from the year 

2013. 
 

| 1. Increase in VAT rates by one percentage point  
  

Lately, increasing VAT is very "popular" across the EU. In the Czech Republic, according to a recent government bill, both VAT rates should be 

increased by one percentage point, i.e. the standard rate from 20% to 21% and the reduced rate from 14% to 15%. However, according to the 

expectations of government, the increase in rates should apply only to the years 2013 to 2015 inclusive 
 

| 2. Changes in taxation of individuals 
 

The Government proposes an abolition of the annual cap for payment of public health insurance premiums for a period of the coming three 

years. The annual cap for payment of social security premiums in the amount of 48-times the average wage should be preserved.  However, a 

so-called solidarity surcharge to personal income tax in the amount of 7% where the tax base exceeds the annual social security premiums cap 

should be introduced. 
 

Also freelancers face austerity measures since the possibility of claiming lump sum expenses amounting to 30% or 40% of revenues should be 

reserved only for those, whose income will not exceed 2 million Czech crowns per year. Moreover, those freelancers will not be eligible to apply 

certain currently available tax reliefs. 
 

| 3. Increase in withholding tax for foreign tax residents from so-called tax havens 
 

The rate of withholding tax on income from sources in the Czech Republic paid to tax residents of countries which have not concluded a double 

tax treaty with the Czech Republic may increase to 35%. 
 

| 4. Increase in real estate transfer tax 
 

According to the government bill, the rate of real estate transfer tax should increase by one percentage point as of beginning of the year 2013, 

i.e. 4% of the price of the real estate transferred. 
 

| 4. SLOVAKIA: Increase in taxes and cancellation of flat-rate income tax  
 

The Slovak government plans to cancel flat-rate income tax. As a result of this, a rate of 25% for individuals with monthly incomes above EUR 

3,000 will be introduced in addition to the currently valid 19% rate. The rate of corporate income tax shall amount to 23%. This significant 

increase in taxation may induce firms to consider moving to countries with a lower tax burden, such as the Czech Republic.     
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The information contained in this material is general and does not provide a comprehensive analysis of these topics. Despite the fact that we try to ensure the timeliness and accuracy of 
the information contained in this material, we cannot guarantee that it will still be valid on the date it is read. Therefore users of this information should not base any business or 
investment decisions on it without first discussing the matter with a professional advisor. Our initial consultation is free. 

Privacy & Disclaimer Feedback 
2009 Baker Tilly Czech Republic,spol.  s  r.o., Baker Tilly Czech Republic Audit s.r.o. and Baker Tilly Czech Republic Tax Advisers, s.r.o. are independent member firms of Baker Tilly  
International which is the world’s 8th largest accountancy and business advisory network by combined fee income of its independent members. Baker Tilly International member firms 
specialise in providing accountancy and business advisory services to entrepreneurial, growing businesses and mid-market corporates worldwide. 

www.bakertillyczech.cz | 1 

      June  2012   

http://www.bakertillyczech.cz/

