
Employees‘ benefits from the income taxes point of view 

 

Employee benefit can be defined as a certain advantage given to the employee by his 

employer on top of his salary. It is a voluntary fulfillment of the employer to which he is 

not obliged according to any law. Benefits represent significant motivator for current 

employees as well as attraction for new applicants.  

 

Benefits can be provided either in monetary or non-monetary form. The form of the benefit 

is usually crucial for the determination of its tax treatment on both employer’s and 

employee’s side. On the employee’s side it has to be determined whether the benefit is 

taxable or tax exempt. On the employer’s side it has to be determined whether the relating 

costs are tax deductible or not.   

 

The Income Taxes Act states explicitly that certain non-monetary benefits are tax non-

deductible (e.g. gifts, expenses in the form of possibility to use cultural, leisure, medical, 

educational or sports facilities). In other cases the tax deductibility may be limited (e.g. 

contributions to alimentation provided by third parties including meal vouchers). On the 

other hand, non-monetary form is often one of the conditions for tax exemption for the 

employee (e.g. education, alimentation, soft drinks or possibility to use sports or medical 

facilities). The exemption may be limited as well (e.g. temporary accommodation). 

 

The change in the Section 24/2/j/5 of the Income Taxes Act effective as of 2007 period 

increased the possibility to consider many costs which relate to the rights of the 

employees’ stated in collective agreement, internal guideline of the employer, labor or 

other agreement as tax deductible. However, it is important to comply also with other 

conditions for tax deductibility (the costs have to be incurred in connection with work and 

social conditions of the employees and no other provision of the Income Taxes Act should 

explicitly state tax non-deductibility of such benefit).  If the employer decides to consider 

the costs as tax deductible, he must be aware that it may rule out the tax exemption for the 

employee. 

 

Details and further conditions to some benefits are stated in the guidelines or opinions of 

the Ministry of Finance. These documents are not legally binding. Therefore, it is 



 

recommendable to include some of these specifications directly in the Income Taxes Act to 

strengthen legal certainty. 

 

The area of tax treatment of the employees’ benefits often changes. Therefore, it is always 

necessary to obey currently valid rules and expect possible changes in the future. 
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