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Dear clients, 
let us inform you about the most important changes in tax legislation in 2017, but also to 
summarize the substantial changes which were decided during 2016. 
 
 
 
 

 
Catering services in the first reduced tax rate of 15% 
In connection with the introduction of Electronic records of sales (hereinafter referred to as EET) 
from 1st December 2016 there has been a reclassification of catering services (excluding selling of 
alcoholic drinks) from the basic VAT rate of 21% to the first reduced rate of 15%. But in fact 
catering services are conditioned by the existence of an establishment in which also additional 
services are provided such as tables, chairs, heating, toilets, cleaning premises, etc. As for the 
provision of take away food, it is still classified as supply of goods subject to VAT rate of 15% (the 
rates thus have been unified), which are, however, subject to EET no sooner than from 1st March 
2017. 
Regarding the provision of catering services along with the administration of alcohol, which 
remained in the VAT rate of 21%, the principle of main and ancillary performance is not 
applicable here according to the financial administration. If you order for example a small beer for 
lunch, the rates must be always divided - ancillary performance (beer - 21%) will not follow the 
main performance (lunch - 15%) and will never take over the rate of main performance. 
 
The mode of transferred tax liability for electronic communications services 
From 1st October 2016 also services based on access to electronic communications networks are 
subject of the mode of transferred tax liability. It is so called temporary mode and it is applied e.g. 
to calls, text messages, or data transfer in the event that these services are not provided to the end 
consumer. It means that if any entity, a VAT payer, rebills services typically from telephone 
operators to another entity (e.g. within the group), s/he must buy these services in the mode of 
transferred tax liability. However, to the end consumer, s/he resells already including VAT. In 
practice, it is therefore necessary to inform the telephone provider about the fact that the services 
are further resold, so that the operator would take it into account for billing. However The 
General Directorate of Finance (GFŘ) is considering to issue an interpretation that would again 
extract the „mere rebilling“ of telephone services from the mode of transfer of tax liability. 
In a simplified way: reinvoicing, which is not appliacable for this regime, is defined as „acquiring 
for a purpose of services consumption, not with the intention of making a profit“. 
On 19th December 2016 were also publish comments of the Chamber of Tax Advisors of the Czech 
Republic in response to considering interpretation of GFŘ, which are suggesting modification of 
GFŘ interpretation in this sense: 
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1) Tax regime applied by a taxpayer so far will be not disputed by Tax Authorities. 
2) Cooperating entrepreneurs should be also excluded from this regime, not only 

employees and their family members.  
3) It is also necessary to clarify the lease relations (reinvoicing phone services from 

property management companies). 
Further development of this issue is therefore necessary to follow up. 
 
The mode of transfer of tax liability – customer identification 
In practice, there is an increasing number of cases when the customers, in order to buy tax-free, 
show VAT registrations of other persons and purchase in the name of other customer. The other 
customer then does not report tax (in the mode of transfer of tax liability) and the supplier gets 
into the failure of evidence that s/he is unable to prove to whom s/he actually sold the goods or 
service, and s/he is levied a tax. We therefore recommend, in the case of sale without tax (with 
transfer of tax liability) to sufficiently verify the identity of the customer and possibly to verify the 
purchase with other person from the company that is buying. 
 
Changing the territorial citizenship of persons not dwelling in this country 
Since 1st September 2016 there has been a change in the territorial citizenship of foreign entities 
registered for VAT in this country. So far these entities were included under the administration of 
the Tax Office for Prague, regional department in Prague 1. Since 1st September 2016, there has 
been a gradual shifting of territorial citizenship to the Tax Office for the Moravian-Silesian 
Region, the regional office Ostrava I. The gradual shift means that new local citizenship is not 
automatic from 1st September for all foreign taxpayers, but every entity is informed by letter, to 
what date his/her file will be transferred. Financial administration has to transfer the files within 
the deadline of 1 year. 
 
Introduction of new Customs Act 
With effect from 29th July 2016 several changes were adopted within the Act 243/2016 amending 
some laws in connection with the adoption of the Customs Act. We would like to highlight two 
most important changes: 
 
Mitigation of the penalties associated with the inspection report 
Sanctions and deadlines applicable from the beginning of 2016 have been mitigated, 
unfortunately, only very slightly: 

(1) the deadline for responding to the call to eliminate doubts in the inspection report 
extended to 5 working days (originally calendar days) 

(2) a fine of CZK 1 000 for late submission of report will automatically be waived once a year, 
(3) fines of CZK 1 000 for late submission of reports arisen within 29th July 2016 disappeared 

from the law (starting "from scratch") 
(4) it will be possible to reduce fines of CZK 10 000, 30 000 or 50 000 CZK on the basis of 

submitting an application for remission. Conditions for approval of the application, 
however, are for common situations (omissions or technical problems) difficult to achieve. 
You can ask only for serious reasons - natural disaster, health emergency etc. while the 
frequency of violation of duties so far is investigated. 
 

Extending the transfer of tax liability in the case of delivery of goods by persons not 
dwelling in the Czech Republic 
If a person not dwelling in the Czech Republic that is not registered for VAT delivers goods 
already placed in the Czech Republic subsequently to a VAT payer, the recipient of the supply is 
obliged to report the receipt of goods. So far, foreign or EU suppliers had been obliged to register 
in the Czech Republic. 
Foreign and EU suppliers, who, for that reason already have become payers of VAT in the Czech 



   
Republic, may apply for deregistration - but if such VAT payers acquire new performance in the 
Czech Republic, it is good to maintain the VAT registration (refund of VAT on entry). 
 
 
 
 
 
In the case of changes in VAT it is still only an outlook to 2017. All the following changes are 
currently (mid-December) in the third reading by the Chamber of Deputies within the Chamber 
of Deputies publication No. 873. Scheduled effectiveness of the following changes is from 1st April 
2017: 
 
Unreliable person 
After the institute of unreliable payer was introduced in 2013, in 2017 also an unreliable person 
will be introduced. Any natural or legal person may become an unreliable person by decision of 
the tax administrator in the case of breach of their obligations or the law. 
This is thus, inter alia, to avoid any cancellation of registration of an unreliable payer and the 
subsequent re-registration for VAT in order to get rid of the statute of unreliability. Unreliable 
payer who unregisters, becomes an unreliable person. 
Unreliable person may, after one year when s/he does not violate his/her obligations, apply for a 
decision that s/he is no longer reliable. 
 
A member of the company (formerly association) as a VAT payer 
Newly a member will not have to automatically register for VAT when entering the company. 
Each member of the company will follow his/her own turnover separately. The new mode will 
have a two-year transition period. 
 
Shortfalls 
Cases of unsubstantiated shortfalls (over the limit), destruction, loss or theft of property will 
newly create an obligation to pay compensation of initially raised deduction of VAT on the input 
in common 3-year time test under § 77. So far, the shortfalls have been considered "use for the 
purposes unrelated to economic activity" and the VAT was paid at the output. 
 
Levy of VAT on advances received – vouchers 
Following the decisions of the European Court of Justice, the list of data that must be known to 
the date of acceptance of an advance is amended so that VAT would have to be paid. 
It is a sufficient definition of goods or services, which has a major impact on the moment of 
reporting VAT on the sale of coupons/vouchers. We shall thus distinguish vouchers, where the 
performance is known in advance (dissipation already while buying the voucher) and multi-
purpose vouchers where we will pay VAT no sooner than when using the voucher (e.g. cash 
vouchers).  
The same mode as for the vouchers will be applied for prepaid cards, e.g. from a mobile operator. 
 
Transfer of tax liability when providing workers for construction and installation work 
Newly the domestic reverse-charge will be established even for provision of workers for 
construction and installation work. 
 
Liability for payment using virtual currency 
If remuneration is provided for the performance using a virtual currency (e.g. bitcoin), the 
receiver shall be liable for unpaid tax. 
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Introducing a tax credit for EET for natural persons 
Since 2017 a tax credit of up to CZK 5 000 has been introduced for a natural person that may be 
claimed in the tax period in which they first registered takings. The discount is deducted from the 
tax already after deduction of the basic tax for a tax payer, before deducting child tax credit. So for 
the taxpayer claiming only the basic tax credit it would be able to apply also the whole discount 
on EET, it is necessary that his/her tax base would be about 199 000 CZK (15% tax = 29 850 – 24 
840 basic discount = 5 010 CZK of tax, from which we yet apply a discount for EET. 
 
The limit for the exemption of pensioners in combination with other incomes annulled 
Inability of exemption of regularly paid pensions if the sum of income from employment, business 
and rental of a pensioner exceeds CZK 840 000, was removed from the law. The annulation 
concerns already the tax period of 2016. 
This however has no impact on the exemption limit of regularly paid pensions that are exempted 
only if they do not exceed 36 times the minimum wage (2016 – CZK 356 400, 2017 – CZK 396 000). 
 
Exemption of employer contributions to pension products 
With the validity from 2017 the limit for exempting of employers' contributions to life insurance 
and pension products increases from CZK 30 000 to CZK 50 000 per year. 
 
Contributions to pension and life insurance as a tax deductible amount 
There is also an increase in the limit of the tax deductible amount for contributions to pension 
insurance of a payer from CZK 12 000 to CZK 24 000. This amount will be reduced by the amount 
of CZK 12 000, for which a state contribution is provided. The maximum deductible item can thus 
be applied only during regular contributions, it is not appropriate to pay contributions once a 
year. Optimal is to save CZK 3 000 per month, respectively CZK 36 000 per year. 
The same increase will occur also in the case of private life insurance – thus from the original CZK 
12 000 to CZK 24 000. 
 
Withholding tax of 15% of employment 
Newly 15% withholding tax will apply not only to contracts for work up to CZK 10 000 per month, 
but also to any income from employment up to CZK 2 500 per month, provided that the employee 
does not sign the tax declaration. 
 
Personal income from electricity generation 
Revenues from electricity generation that do not need a license of ERO will fall in other income 
pursuant to § 10 not to § 7. This concerns small plants with an output up to 10 kW intended 
mainly for own consumption. The advantage is that these revenues will not be subject to social or 
health insurance and will be, up to CZK 30 000 per year exempted, on the other hand there will be 
no possibility to apply tax depreciation of equipment. For the year of 2017 the method of taxation 
in §10 is already mandatory, in 2016 it is alternative. 
 
Establishment expenses 
With the validity from 2016 the category of establishment expenses as intangible assets is revoked 
– these expenses will newly be a direct cost. The change applies for expenses incurred from 1st 
January 2016, establishment expenses incurred before this date will be subsequently written off 
according to the previous rules. 
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Taxation of profit shares of "non-associates" 
Taxation of profit shares of persons who are not associates in business corporations (excluding 
their employees, for whom the share is taxed as an income from employment), will in any case be 
subject to a withholding tax of 15%. Until now, the profit sharing was paid to a legal entity – non-
associates were taxed within his/her tax base. The change is effective from 1st May 2016. 
 
 
 
 
 
Even in the case of changes in the Act on income tax, it is still only an outlook to 2017, because 
the changes are also included in the Chamber of Deputies publication No. 873, the approval 
process of which is still under way. The effectiveness of these changes can be thus expected no 
sooner than on 1st April 2017: 
 
Tax concessions for children 
With the validity from 2017 there will be further increase in tax concessions for second child from 
the initial CZK 17 004 to CZK 19 404 per year (or, as the case may be, CZK 1 617 per month) and to 
third child and subsequent child from the initial CZK 20 604 to CZK 24 204 per year (or, as the 
case may be, CZK 2 017 per month). 
Given the increase in tax benefits for the year of 2016 (from previous CZK 15 804 to CZK 17 004 for 
second child and from previous CZK 7 004 to CZK 20 604 CZK for third and subsequent child) 
came into effect no sooner than in May 2016 retroactively for the whole year of 2016, we add that 
for the first time the employees had the first entitlement for a higher tax benefit in their wage 
from May and the remaining months from January to April will be applied in the annual 
accounting by the employer. 
 
Reducing limits of spending lump sums 
The governmental proposal also includes a proposal to reduce limits of maximum sums of 
expenses for natural persons claiming expenses by a lump sum. The lump sum should be always 
reduced by half. 

 for 80% of lump sum (farmers and artisans) the expense will be no more than 800 000 CZ 
(from the original 1 600 000 CZK), 

 for 60% of lump sum (self-employed persons) the expense will be no more than 600 000 
CZK (from the original 1 200 000 CZK), 

 for 30% of lump sum (a rental) the expenses will be no more than 300 000 CZK (from the 
original 600 000 CZK), 

 for 40% of lump sum (independent professions) the expense will be no more than 400 000 
CZK (from the original 400 000 CZK). 

Currently the lump sums can thus be utilized for annual incomes up to CZK 2 000 000. Newly the 
cap for applying lump-sums would drop to CZK 1 000 000. On the other hand the persons with 
lump sums again will be entitled to a discount for a child or a wife. 
The year of 2017 will be still outlined optionally – either the person with a lump sum chooses the 
old adjustment – a higher limit without discounts or the new one with discounts but lower 
expenses. 
 
The depreciation of technical appreciation 
From 2017 the option to depreciate technical appreciation also to other cases where there is the 
assignment of the use (e.g. sub lessees) will be extended. 
So far only tenants or occupants in the case of a rented property or property acquired under 
finance leases were allowed to depreciate by technical appreciation. 
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The change will, if the tax package is approved, valid for technical appreciations put to use from 
1st January 2017. 
 
The period of depreciation of intangible assets 
From 2017 taxpayers will be allowed the possibility by law to apply strictly set depreciation 
periods for intangible assets to consider as a minimum and extend them. This change, however, 
applies except for assets for which depreciation will begin in 2017. 
 
 
 
 
 

From 1st December 2016 so called Act on the proof of origin of property enters into force, which 
amends the Act on Income Tax and the Criminal Code. The Act allows the tax administrator to 
invite the taxpayer to prove the source and the origin of his/her revenues, if the preliminary 
assessment concludes that the difference between the incomes reported on the tax return and the 
increase in wealth, consumption or other expenditures of the taxpayer exceed 5 million CZK. 
 
 
 
 
 
With effect from 1st November 2016, i.e. for sales, where the acquisition of the right to immovable 
property occurred already from 1st November 2016, there is a change of the taxpayer. The taxpayer 
is solely an acquirer. The guarantee of liability is revoked. 
The change occurs in the structure of the tax base in the case of exchange of real estates. 
 
 
 
 
 

EET came into effect on 1st November 2016 by Act No. 254/2016 Coll. and for the first time since 
1st December 2016 it concerns entrepreneurs providing accommodation and catering services. 
Simply said all the revenues will be gradually subject to the electronic records of sales, which 
came from business and at the same time they were reimbursed in cash, using a credit card, 
check, draft or other such similar ways, e.g. meal vouchers. A direct transfer from one bank 
account to another is not subject to the electronic records of sales. If an entrepreneur is issuing 
and invoice, it is not decisive for the purposes of the electronic records, which form of payment is 
stated in it, but in which way the sum stated on the invoice is factually reimbursed. 
 
Entrepreneurs will gradually join in the following way: 

- in the first phase  - from 1st December 2016 – accommodation and catering services, 
- in the second phase - from 1st  2017 - retail and wholesale, 
- in the third phase - from 1st  2018 – other activities except for the ones stated in the phase 

4, for example freelancers, transport, agriculture, 
- in the fourth phase - from 1st June 2018 – selected crafts and production activities. 
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