
The Tax Package Has Finally Been Approved – Here is a Summary of the Most Important 
Changes Regarding Direct Taxation

The anticipated big amendment to tax legislation became effective as of 1 April 2019. The tax package has brought 
about important changes in the area of VAT, excise taxes, the Tax Code, and Income Taxes. Below, we provide our 
comments on the most important changes.

Implementation of the EU ATAD Directive

• The amendment to the Income Taxes Act (further referred to as the “ITA”) brings into effect new interest stripping 
rules. Besides the existing thin capitalization rules, as of 1 April 2019 the tax deductibility of so-called “excessive 
financial expenses” related to loans provided by related and unrelated parties exceeding the amount  
of CZK 80 million will be limited to 30% of the “tax EBITDA”. 

• The CFC rules are going to be implemented into the Czech income tax environment for the first time. Based 
on these rules, the Czech Republic will be able to tax specific transactions performed by controlled foreign 
companies under a 19% corporate income tax rate as part of the general tax base of the Czech controlling entity.

• The above-mentioned changes will be applied for the first time in the tax period that commenced on 1 April 2019. 

• Please note that the other rules stipulated by the EU ATAD Directive will be effective in the Czech Republic  
in 2020.

Changes in personal taxation – application of lump-sum expenses

• The amendment increases the amounts of lump-sum expenses in connection with the income paid to individuals 
from business and rental activities.

• New applicable limits on lump-sum expenses will be calculated from the income amounting to CZK 2 million  
and these limits will be applicable for income tax returns for the calendar year of 2019. 

New disclosure obligation for payments from Czech sources paid to Czech tax non-residents

• The amendment brings about a new disclosure obligation for payments from Czech source income paid  
to a Czech tax non-residents that exceeds CZK 100,000 (approximately EUR 3,900) in the respective calendar 
month, if they are either (i) WHT exempt or (ii) subject to taxation solely abroad according to the relevant double 
tax treaty.  

• The payments of specific categories of Czech source income subject to withholding tax should be disclosed 
regardless of their monthly amount (e.g. remuneration / salary of board members, statutory representatives, etc.).
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• The taxpayer is obliged to file an announcement (using the form published by the Ministry of Finance)  
with the local tax authority within the deadline for WHT payments (please see the form in the Czech language - 
https://www.financnisprava.cz/assets/tiskopisy/5478_15.pdf?201904222228). 

• Please find below examples of the most common payments paid out from the Czech Republic to a Czech tax 
non-resident that are subject to the new disclosure obligation:

       –  Remuneration / salary of board members, statutory representatives, etc.

       –  Dividends

       –  Interests

       –  Royalties

• This new disclosure obligation is effective as of 1 April 2019. 

• Please note that if the tax remitter fails to follow the new reporting obligation, a fine of up to CZK 500,000 (EUR 
19,500) might be levied.

Tax deductibility of the expenses incurred on research and development (R&D tax allowance)

• The formal requirements have been simplified regarding the application of the R&D tax incentive.

• The amendment allows taxpayers to disclose their intentions to the tax authorities to apply an R&D tax allowance 
even after the commencement of an R&D project (incl. its detailed identification/name). 

• The taxpayers may consider the costs incurred in relation to R&D as tax deductible after the disclosure  
of the project to the tax authorities. 

• It is sufficient to prepare and approve R&D project documentation subsequently but no later than the deadline  
for filing of the income tax return.


