FIKU

Dear business partners,

we would like to inform you about the news in the field of wages, taxation of employees, health and
social insurancevalid for employers from January 2025. At the same time, we would like toinform you
about the dates for submitting tax returns for the year 2024.

1. CHANGES IN THE FIELD OF EMPLOYEE WAGES

e Minimum wage 2025

The government approved aminimum wage of CZK 20,800 and a minimum hourly wage of CZK 124.40
for 2025. Compared to 2024, the lowest permissible amount of remuneration for work increases by
CZK 1,900. Atthe same time, the lowest levels of guaranteed wages for individual job groups are also
increasing.

Starting this year, the automatic valuation of the minimum wage is introduced according to the
prediction of the average gross wage, multiplied by the government coefficient for two years. Newly,
only the minimum wage is binding for the private sector, the guaranteed salary remains only in the
public sector.

e Meals at home and abroad
Decree no. 475/2024 Coll. adjusts travel allowances for 2025, including rates for the use of vehicles,
meal allowances and the new average price of fuel.
The reimbursement rate for 1 km of travel by car is CZK 5.80. The meal allowance for employees on a
business trip in the country is increased to:

e (CZK 143, if the work trip lasts 5 to 12 hours,

e (CZK 353, if the work trip lasts longer than 12 hours, but no longer than 18 hours,

e (CZK 353 if the work trip lasts longer than 18 hours.
Decree no. 373/2024 Coll. determines meal allowance rates for foreign business trips in 2025.

FIKU recommendation
Werecommend amendinginternal company guidelines in the area of providing travel reimbursements.

2. CHANGES IN THE FIELD OF TAXATION OF EMPLOYEES

e Change in taxation of work performance agreements (DPP) and work activity agreements (DPC)
From January 1, 2025, a new limit for payinginsurance premiums from DPP is being introduced in the
amount of 25% of the average wage, which this year corresponds to the amount of 11,500 CZK per
month. This limit will also apply to the use of withholdingtax, provided that other legal conditions are
met. The current limit of 10,000 CZK, which has been valid for the last 13 years, has been increased by
1,500 CZK. For DPC, the limit for paying insurance premiums is increasing from the current 4,000 CZK
to 4,500 CZK per month in 2025. The originally approved regime of notified agreements was canceled
before it came into effect.

FIKU Recommendation
We recommend amending the labor-legal documentation in the area of DPP/DPC to the new limits.



¢ Threshold for applying the 23% personal income tax rate
For2025, thethresholdis newly setat CZK1,676,052,0r CZK 139,671 per month (38 times the expected
average wage).

e Increase in income threshold for entitlement to tax bonus
From January 2025, the income threshold for entitlement to tax bonus per child is increased to CZK
124,800 per year or CZK 10,400 per month, which is six times the minimum wage (CZK 20,800).

e Adjustment of employee shares

FromJanuary 1, 2025, the current regime for employee shares (i.e. deferral of taxation) will be applied
voluntarily. It will be possible to decide to tax the benefit from employee shares immediately or under
the conditions specified in Section 6, Paragraph 14 of the Income Tax Act.

* Increase in the allowance for purchasing a vehicle for people with disabilities

From January 2025, the VAT refund for purchasing a vehicle for people with disabilities will be
abolished. Instead, the allowance will be increased by CZK 85,000, which they will receive from the
Labor Office.

¢ Extension of the validity of tax relief for donations to support Ukraine until 2027
The increased deduction for donations to support Ukraine up to 30% of the income tax base is valid
until 2027.

3. CHANGES TO EMPLOYEE BENEFITS

e Increase in the limit for employee health benefits

From January 1, 2025, the limit for tax exemption for employee health benefits is increased to the
average wage (CZK 46,557). Other benefits continue to have a limit of half the average wage (CZK
23,278). The employer should monitor both limits separately.

e Changes in the rules for drawing on the Fund for Cultural and Social Needs (FKSP)

The basic allocation of the FKSP can now be used for the cultural and social needs of employees, in-
stead of old-age security. The allocation remains 1% of wage costs. The changes are awaiting approval
by the Senate of the Czech Republic and could apply from January 2025.

FIKU recommendation
We recommend amendinginternal guidelines for the provision of ZAM benefits or drawing on the FKSP.

4. CHANGES IN THE AREA OF SOCIAL INSURANCE (SP)

e The maximum annual assessment base for social security contributions is increased to CZK
2,234,736, which correspondsto 48 times the average wage. Income above this limit is not subjectto
participation in pension insurance. Employers pay 24.8% of the gross wage: 2.1% for sick pay, 21.5%
for pension insurance and 1.2% for employment policy. Employees pay 7.1%, of which 0.6% for sick
pay from 2024.

5. CHANGES IN THE AREA OF SICKNESS INSURANCE (NP)
e Increase in qualifyingincome: The qualifying income, which establishes mandatory participation in

sick pay and pensioninsurance, isincreased to CZK 4,500 per month. This means that employees with
a monthly income of up to CZK 4,500 will not participate in sickness or pension insuran ce.



e Increase in reduction limits: From January 2025, the reduction limits for calculating sickness in-
surance benefits willbe increased. Forthe purposes of calculating benefits, the employee's entire ear-
nings are not taken into account, but only a certain part of it, reduced by the so-called reduction limits:
1. The reduction limit in 2025 is CZK 1,552,
2. The reduction limit in 2025 is CZK 2,328,
3. The reduction limit in 2025 is CZK 4,656.
The reduction of the daily assessment base using these limits is carried out differently for individual
benefits.

e Digitization of health insurance benefits: Other health insurance benefits, such as nursing care, long-
term nursing care, maternity benefits, paternity benefits, and pregnancy and maternity compensation,
will be digitized from January 1, 2025. This step aims to speed up the entire process between em-
ployees and employers.

6. CHANGES IN THE FIELD OF HEALTH INSURANCE (ZP)

¢ In connection with the increase in the minimum wage, the minimum monthly health insurance pre-
mium will increase to CZK 2,808 (currently CZK 2,552) from January 1, 2025. The same increase will
also apply to self-payers. This year, the state will pay the premium of CZK 2,127 for one state insured
person.

7. CHANGES IN VALUE ADDED TAX (VAT)
The amendment to the VAT Act from January 1, 2025 brings several important changes:

e Change in VAT registration: Turnover will now be calculated for the calendar year (from January 1
to December 31 of the given year). If a domestic entrepreneur exceeds CZK 2,000,000 in turnoverdu-
ring the year, he will become a VAT payer only from January 1 of the following year. However, if it
exceedsthe amount of CZK 2,536,500 (EU amount of EUR 100,000), it becomesa VAT payer the very
next day.

e Voluntary early payment: If an entrepreneur exceeds the turnover of CZK 2,000,000, it becomes a
payer fromthe 1st day of the following year. However, an entrepreneur can apply for early payment
and become a VAT payerimmediately after the turnover is exceeded, if he submits the application
within 10 working days of the turnover being exceeded.

¢ Deduction entitlement: The deduction entitlement will be possible to claim within a period of 2years
(previously 3 years). An exception will apply to supplies with "self-assessment", where the payer can
claim the input claim regardless of the deadline. The deadline forthe claim from the debit note will be
shortened to 12 months.

e Refund of deduction: The new obligation to refund the tax deduction from unpaid liabilities for
customers occurs after 6 months fromthe due date. The new regulation for uncollectible receivables
up to the value of CZK 10,000 including VAT allows for a reductionin the tax base. If such receivables
are six months past due and the payerhas unsuccessfully requested paymentin writing from his custo-
mer at least twice, he has the option of issuing a corrective tax documentand reducing the tax origi-
nally paid. This correction can only be used for uncollectible receivables that do not exceed CZK 20,000
including VAT per year for the given debtor.

e Corrections of the tax base: The correction of the tax base can be made within a period of 3 years.
The period will be maintainedin the case of received payment,and for made payment, the period will
be extended to 7 years and will be calculated fromthe end of the calendar year in which the original
performance was provided.

e Cross-borderregime forsmall businesses: From 2025, small businesses fromthe EU with an annual
turnover of up to CZK 2 million in the Czech Republic and EUR 100,000 in the EU can benefitfromthe



exemption as domestic non-payers of VAT. The same applies to Czech small businesses in other EU
Member States.

e Increase in the turnover threshold for the use of the quarterly tax period. From 1 January 2025,
VAT payers are allowed to file a tax returnfor the tax period of a calendar quarter if the turnoverfor
the previous calendar year did not exceed CZK 15 million (currently only CZK 10 million).

e Carried over tax liability: This regime will now also apply to cleaning services (general cleaning of
buildings, industrial cleaning services, sweeping and snow removal).

¢ Change in the VAT rate in construction: From July 1, 2025, the basic VAT rate applies to construction
work or assembly work if the buildings do not meet the conditions for housing or social housing. A new
reduced VAT rate will apply to apartment buildings where more than half of the area is used for social
housing.

e Changesin VAT exemptionin the case of the supply of real estate: From July 1, 2025, the taxation
system will be simplified, orexemption for the sale of real estate. Only the first sale of real estate after
the final approval or aftera substantial change will now be taxed. Subsequent sales will no longer be
exempt without the right to a deduction. The sale of real estate will still be taxed.

FIKU recommendations

Make sure to pay invoices on time to avoid unpaid liabilities. After 6 months from the due date, it may
be necessary to return the tax deduction, which can affect your cash flow. Communicate with suppliers
and customers and resolve invoicing problems in a timely manner.

8. CHANGES TO THE EXCISE TAX (SD)

The amendment to the Excise Tax Act for 2025 brings a reduction in the administrative burden for
taxpayers, increased legal certainty in the market for selected products and increased efficiency of the
SD collection process.

¢ Increase in the tax on tobacco products, heated tobacco and alternative products.

From January 1, 2025, taxes on cigarettes, tobacco, cigars and cigarillos will increase by 5% per year
until 2027. The tax on heated tobacco will increase by 15% per year. Newly taxed will be electronic
cigarette refills (5 CZK/ml) and nicotine pouches (0.8 CZK/g).

e Increase in the tax on alcohol.

The excise tax on alcohol will increase by 10% in 2025 and by 5% in 2026.

e Electronicization of processes for faster and more transparent communication with authorities.

e Reduced excise tax rate for small independent breweries.

e Shortening of deadlines for refunding excise tax on mineral oils used for heat production.

e Changesinthe storage and sale of raw tobacco and the abolition of the sale-by-date period for ciga-
rettes and heated tobacco products when the tax rate is changed.

¢ Reduction of the administrative burden for waste mineral oils

9. CHANGES TO REAL ESTATE TAX

e Change in the object and base of the real estate tax for forest land:
From January 1, 2025, protective forests and special-purpose forests willbe excluded fromthe object
of the tax.

e Changes in the exemption of land from real estate tax:
Extension of the exemption to landscape gardens and solitary trees from January 1, 2025. "Other
areas" outside built-up areas will be newly taxed at a lower rate (0.08 CZK/m?).



¢ Changes in local coefficients of municipalities:

From January 1, 2025, municipalities can set coefficients accordingto their needs, with the possibility
of reducingthemto 0.5. The possibility of reducing the coefficient according to the number of inhabi-
tants and the coefficient of 1.5 for recreational buildings, garages and business properties are abo-
lished.

e Comprehensive regulation of the determination of local coefficients:
From January 1, 2025, municipalities can set coefficients for specific properties by decree or general
measure.

10. OTHER SIGNIFICANT LEGISLATIVE CHANGES

® Protection of investors in crypto assets and setting rules for trading in them

As of this year, trading in crypto assetsis regulated according to the European MiCA regulation. Servi-
cesrelatedto cryptoassets willbe able to be provided only by entitiessupervised by the Czech National
Bank, which will increase the quality of services and investor protection. The rules for tax exemption
forholding cryptocurrencies for more than three years and fortransactions up to CZK 100,000 peryear
will be closer to the rules for traditional investment services.

e Addition of savings period when changing the provider of a tax-supported long-term investment
product (DIP)

From January 1, 2025, the conditions for adding savings period when changing the DIP provider will
change. If the client transfers all funds from one DIP to another, the savings period of the expired DIP
will be included in the condition of 120 months of the new DIP. Early withdrawal will mean the retum
of tax support.

11. DEADLINES FOR SUBMITTING TAX RETURNS FOR THE YEAR 2024 (DP)

In 2025, the following deadlines will apply for submitting tax returns for the year 2024:

¢ by Thursday, May 1, 2025

For taxpayers who submit the DP for 2024 in electronic form, i.e. by a data message signed with a
recognized electronic signature or sent via a data mailbox, or with a verified identity of the filer. in a
way that allows you to log in to their data mailbox.

e by Tuesday, July 1, 2025

For taxpayers who have a mandatory audit or the DP is processed and submitted by a tax advisor.

If you have any questions, please do not hesitate to contact your financial or payroll accountant.

Have a nice day.
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Mgr. Martin Kucera
Acting manager
FIKU s.r.0.
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