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Personal income tax is imposed on the income of individuals. Those who have a permanent 
residence in the territory of the Czech Republic or who usually reside in the Czech Republic are 
liable to pay tax on their worldwide income, unless a double taxation treaty stipulates otherwise. 
The aggregate income is taxed at progressive tax rate of 15 and 23 percent, discussed below.  

 

1 Key message 
Extended business travelers are likely to be taxed on employment income relating to their Czech 
workdays. Non-residents are liable to pay tax on income generated from sources in the Czech Republic.



 

Document Classification - KPMG Public 5 

02 

Income tax 



 

Document Classification - KPMG Public 6 

2 Income Tax 
2.1 Liability for income tax 

A person’s liability to Czech income tax is determined by the individual’s tax residence status. A person 
can be a resident, non-resident, or split resident for part of the year for Czech tax purposes. 

An individual will be considered a Czech resident for tax purposes if: 

• the individual’s permanent residence is in the Czech Republic  

• the individual usually resides in the Czech Republic. 

Individuals who usually reside in the Czech Republic are understood to be persons who stay in the Czech 
Republic for at least 183 days in a given calendar year, either continuously or intermittently.  

The general rule is that a person who is a tax resident of the Czech Republic is liable to declare and pay 
tax in the Czech Republic on the individual’s worldwide income, which includes employment income, 
income from self-employment, rental income, investment income and capital gains, and other taxable 
income from whatever source. 

Individuals who are Czech non-residents for tax purposes are subject to tax only on income from Czech 
sources. 

2.2 Tax trigger points for employment income 

The taxpayer must file an annual income tax return for all resident years. The taxpayer must also file an 
annual income tax return for the year in which the assignee leaves the Czech Republic, provided that in 
the year concerned, the taxpayer performed activities in the Czech Republic and is not protected by a 
double tax treaty. The tax return is to be filed within the statutory deadline(s) for filing. 

In the years following the year of expatriation, the assignee does not generally have any filing 
requirements provided that the assignee is treated as a tax non-resident and has no Czech-sourced 
income. 

If , however, the assignee receives Czech-sourced income related to the individual’s prior work in the 
Czech Republic, the assignee may be liable to declare and pay tax in the Czech Republic on a 
proportionate part of the income. 

2.3 Types of taxable income 

For extended business travelers, the types of income that are generally taxed are employment income, 
Czech-sourced income, and gains from taxable Czech assets (such as real estate). 

2.4 Tax rates 

The aggregate income is subject to income tax which is calculated by applying a progressive tax rate 
schedule as follows: 

15% income tax will be applied on income up to 48 times the average wage (CZK 1,935,552 in 2023), and 

23% income tax will be applied on income exceeding 48 times the average wage (over CZK 1,935,552 in 
2023). 

In addition, there is a 15% flat income tax applicable on capital income from abroad which is taxed in so 
called the separate tax base unless such income is included in the aggregate income. 
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3  Social Security  
3.1 Liability for social security 

Treaty countries 

Extended business travelers employed by an employer located in a European Economic Area (EEA) 
member state or Switzerland can remain, in most cases, subject to their home country/territory’s social 
security scheme. This exemption is based on the EEA/Swiss rules with respect to postings and/or 
simultaneous employment. 

Other extended business travelers, in some cases, may stay in their home countries/territories’ social 
security systems and obtain an exemption from paying Czech social security based on the provisions of 
social security totalization treaties signed between their home countries/territories and the Czech 
Republic. 

If  no continued home country/territory social security coverage and no subsequent exemption from social 
security contributions are available, an extended business traveler will be subject to Czech social security. 

Non-treaty countries/territories 

An employee who works in the Czech Republic for an employer with a registered office outside the Czech 
Republic is exempt from the social security scheme, provided that the employer’s registered office is in a 
country/territory that has not concluded a totalization agreement on social security with the Czech 
Republic, and provided that the employee is not considered an economic employee of a Czech entity.  

If  the individual is considered an economic employee of a Czech entity, the employee shall be subject to 
Czech social security scheme. 

Social security rate 

The employer’s social security rate is 33.8 percent, consisting of 24.8 percent for the social insurance 
scheme and 9 percent for the health insurance scheme. 

The employee’s social security rate is 11 percent, consis ting of 6.5 percent for the social insurance 
scheme and 4.5 percent for the health insurance scheme. 

Cap for social security 

For social security payments, both the employee´s and employer´s portions, the maximum assessment 
base is set (for 2023, the cap for social insurance scheme is CZK 1,935,552). The health insurance 
contributions, both the employee’s and employer’s portion are uncapped. Once the cap for social 
insurance payments is reached, no more social insurance contributions are due from either the employee 
or employer during that year. 
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4  Compliance obligations  
4.1 Employees’ compliance obligations 

Tax returns must be submitted by 1 April of the following year or 1 May of the following year providing that 
the tax return is submitted by the taxpayer electronically (i.e., signed with the certified electronic signature 
or submitted through the electronic data box). In case that the tax return is prepared by a certified tax 
adviser, the deadline is extended to 1 July of the following year. 

4.2 Employers reporting and withholding requirements 

Withholdings from employment income are covered under the Pay-As-You-Go (PAYG) system. The 
income of an individual paid by a Czech entity (this includes also Czech branch of a foreign entity) based 
on a local contract with a Czech entity, or working in the Czech Republic under the economic employer 
structure, is subject to monthly wage tax withholdings. The withholdings are made by the employer or 
economic employer through payroll deductions. Similarly, also a foreign entity having its permanent 
establishment (PE) in the Czech Republic (except the service PE) or employing in the Czech Republic 
employees for a period of more than 183 days is obliged to make withholdings through payroll deductions. 

In other cases, there are no withholding requirements, and the tax is reflected fully through the personal 
income tax return. 
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5  Immigration 
5.1 Residence & Work requirements 

Foreign nationals who come to the territory of the Czech Republic are subject to the so-called Act on the 
Residence of Foreign Nationals in the Czech Republic, which establishes two categories of foreigners:  

• EU citizens; the same treatment is applied to citizens of the European Economic Area (EEA: Norway, 
Iceland, Liechtenstein) and Switzerland and their family members; and 

• Nationals of third countries/territories, i.e. countries/territories excluding the EU/EEA and Switzerland.  

5.2 Immigration Compliance 

European Union (EU) nationals 

EU nationals, the EEA or Switzerland, and their EU family members are not required to obtain both a 
Work Permit and a Visa / Residence Permit to work in the Czech Republic, regardless of whether they are 
employed by a local or foreign company. EU citizens may stay temporarily in the Czech Republic, without 
any permit, on the basis of a valid travel document. Under the Act on the Residence of Foreign Nationals 
in the Czech Republic, if their intended stay is longer than 30 days, they are required to register at the 
relevant Foreign Police Office within 30 days as of arrival. If  they intend to stay in the Czech Republic for 
longer than 3 months, they can apply for a Registration Certificate or Permanent Residence Permit if they 
resided in the Czech Republic for 5 years (or if they resided in the Czech Republic for at  least 2 years and 
are *immediate family members of the Czech citizen who has permanent residence address in the Czech 
Republic or the family member of the other EU citizen who has Registration Certificate / Permanent 
Residence Permit in the Czech Republic). Family members of EU nationals who are third country/territory 
nationals are obliged to apply for a Temporary Residence Permit within 90 days as of their arrival to the 
Czech Republic. Once applied a f ree access to the Czech labour market is granted. 

*Immediate family member is for example a spouse or a registered partner,  

Non-EU nationals 

Third country/territory nationals are subject to a more complex Visa / Residence / Work policy.  

Short-term stay in the Czech Republic (not exceeding 90 days) 

• For Short-Term stays in the Czech Republic, most are required to hold a Visa, while citizens of 
some third countries/territories are exempt from the Visa requirement (i.e. limited only for tourism / 
business meetings). 

Visa-f ree countries: 
https://www.mzv.cz/jnp/cz/informace_pro_cizince/kratkodobe_vizum/seznam_statu_jejichz_obcane_ne 

Long-term stay in the Czech Republic (exceeding 90 days) 

• To stay in the Czech Republic for more than 90 days, citizens of third countries/territories require a 

Long-Term Visa or a Long-Term or Permanent Residence Permit. The type of Visa / Permit depends 
on the intended length and purpose of stay in the Czech Republic. 

Third country/territory national may be recruited and employed provided that he/she:  

• holds an Employee Card (a Long-Term Residence Permit for employment purposes in the Czech 
Republic), or 

https://www.mzv.cz/jnp/cz/informace_pro_cizince/kratkodobe_vizum/seznam_statu_jejichz_obcane_ne


 

 

Document Classification - KPMG Public 13 

• holds a Blue Card (a Long-Term Residence Permit for the purpose of employment for foreigners with 
a duly completed university / higher vocational education for performance of highly skilled job 
positions in the Czech Republic) or holds a Permanent Residence Permit or any other residence 
permission granting the free access to the Czech labour market under the conditions of Act on 
Employment in the Czech Republic. 

• The Green Card was replaced by an Employee Card during 2014 as a result of implementation of 
Directive 2011/98/EU. An Employee Card can be obtained either as a dual (Residence + Work 
Permit) or non-dual (Residence Permit). Further, the assigned individuals may be in some cases 
holders of an ICT card (Intra Corporate Transfer) either issued by the Czech authorities or another EU 
country. 

Changes due to Brexit 

Since 1 January 2021, the rights and benefits conferred by European Union legislation, and guaranteed 
by the Withdrawal Agreement, no longer apply for U.K. nationals and their family members, unless their 
stay in the Czech Republic commenced before 2021. U.K. nationals and their family members entering 
the Czech Republic after the transition period with no history of previous stay in the country are treated as 
third country/territory nationals. 

U.K. nationals assigned to work in the Czech Republic even prior this date are also affected given that 
they were not covered by the Withdrawal Agreement. Newly, they are required to hold a valid Work Permit 
for performance of working activities in the Czech Republic as of January 2021. 

Ukrainian citizens fleeing from the war conflict in Ukraine 

Citizens of Ukraine with valid biometric passport may stay in the Czech Republic for 90 days without a 
visa. Should they intend to stay in the Czech Republic longer than for 90 days they may apply for 
Temporary Protection status should they are eligible for. By having the Temporary Protection status, the 
individual is for example granted with a free access to the Czech labour market and access to the public 
health insurance system during 150 days. The benefits are valid only in the Czech Republic.
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6  Other issues 
6.1 Double taxation treaties  

In addition to Czech domestic arrangements that provide relief from international double taxation, the 
Czech Republic has also entered into double taxation treaties with more than 80 countries/territories to 
prevent double taxation and allow cooperation between the Czech Republic and overseas tax authorities 
in enforcing their respective tax laws. 

6.2 Permanent establishment implications 

There is the potential that a permanent establishment could be created as a result of longer-term activities 
of  extended business travelers, but this would be dependent on the type of services performed, the length 
of  stay in the Czech Republic, the structure under which the extended business travelers work in the 
Czech Republic, and the level of authority the employees have. 

6.3 Indirect taxes 

There are three types of indirect taxes: value-added tax (VAT) – charged on most supplies of goods and 
services; and excise duties – charged on supplies of specific goods such as fuels, beer, wine, spirits, and 
tobacco. 

6.4 Transfer pricing 

A transfer pricing implication could arise to the extent that the employee is being paid by an entity in one 
jurisdiction but performing services for the benefit of the entity in another jurisdiction, in other words, a 
cross-border benefit is being provided. This would also be dependent on the nature and complexity of the 
services performed. 

If  the companies are regarded as related through equity/capital, or as otherwise related persons, there 
may be a transfer pricing issue as market prices should be used. 

6.5 Local data privacy requirements 

The Czech Republic has data privacy laws. 

6.6 Exchange control 

There are no extraordinary exchange controls placed on individuals that restrict the transfer of money into 
or out of the Czech Republic. 

6.7 Non-deductible costs for assignees 

Generally, some benefits provided by the employer are regarded as non-deductible on the employer side, 
such as school fees or medical care provided in kind, but these are tax exempt on the side of the 
assignee. 
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All information contained in this document is summarized by KPMG Česká republika, s.r.o., a Czech 
limited liability company and a member firm of the KPMG network of independent member firms affiliated 
with KPMG International Cooperative (“KPMG International”), a Swiss entity, based on the Czech Income 
Tax Act No. 586/1992 Coll. and subsequent amendments; the Czech Social Insurance Act No. 589/1992 
Coll. and subsequent amendments; the Foreigners Act No. 326/1999 Coll. and subsequent amendments; 
the Web site of the Czech fiscal administrations; the Web site of the Czech Social Security Authority; the 
Web site of the Czech Ministry of Foreign Affairs, the Web site of the Ministry of the Interior of the Czech 
Republic. 
 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

© 2023 Copyright owned by one or more of the KPMG International entities. KPMG International entities provide no 

services to clients. All rights reserved. 

For full details of our professional regulation please refer to ‘Regulatory Information’ at www.kpmg.com/uk  

The information contained herein is of a general nature and is not intended to address the circumstances of 

any particular individual or entity. Although we endeavor to provide accurate and timely information, there can be no 

guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the 

future. No one should act upon such information without appropriate professional advice after a thorough examination 
of the particular situation. 

 
DOCUMENT CLASSIFICATION - KPMG PUBLIC 


