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| State and Tax Adminilstra'tion

I State Administration

Tax Administration

b The organisation of the tax collection was

changed and only 14 (instead of 199) regional
financial offices are responsible for tax
collection now.

» Numbers of bank accounts of tax
administrators changed in the same time.
Round.in.g
» The rounding system has changed, and
therefore the possibility to avoid the tax
payment on the interest on bonds in the
value of CZK 1 ends.
ITax
TVAT
» Both VAT rates have increased by 1%, up to
15% and 21%.
¥} The flat VAT rate of 17.5% is postponed until

2016.

%fSoIidarity Tax

4

People with high incomes (more than 4-times
the average wage, i.e. above approximately
CZK 100,000 per a month) pay also the so-
called solidarity tax, which amounts to 7% of
the difference between the revenue and
social insurance ceilings, in the period 2013-
2015,

Lump Sums

4

Expenses only wup to CZK 600,000,
respectively CZK 800,000 may be used for the
activities of self-employed persons, who use
30%, respectively 40% flat rate of income tax.
Entrepreneurs using flat rates, who have
revenues that make up more than half of the
tax base, cannot use tax abatement for wife
and for child.

Abolition of Pensioners’ Tax Abatement

b

¥

Working pensioners will not be eligible to the
basic tax abatement in the period 2013-2015,
which now makes CZK 24,840. The measures
relates to the elderly, who receive a
retirement pension from the pension
insurance system or from mandatory foreign
insurance of the same type.

. I-Iigher Tax on Tax Havens

Increase of withholding income tax from 15%
to 35% relates to all tax non-residents, i.e. all
residents of all countries and jurisdictions,
with which the Czech Republic has not
concluded so far a treaty to avoid double
taxation.

VAT Act Amendment

4

Changes relate also to the invoicing, the
terms and types of invoices, issuing and
storage, the equation of invoices in electronic
and paper form, etc.

Liability for Unreliable Payer

b

The VAT payer, who serliously fails to fulfil
obligations in relation to tax administration,
will be labelled as unreliable and the tax
administration shall disclose that fact.
Someone, who decides to do business with
such person, is exposed to the risk of liability
for the unpaid VAT. Similarly, information
that person ceases to be an unreliable payer
will be also disclosed.

The taxpayers have to register bank accounts
used for economic activity in their application
for registration and the use of other will be
again the reason for becoming unreliable

payer.

Green Diesel

’.

RefLi_nd of excise tax on diesel oil used for
agricultural production {the so-called green
diesel) decreased from 60% to 40% in the
case of diesel oil and from 85% to 57% in the
case of biodiesel. The green diesel will be
completely abolished from 2014.

Real. Estate Tax

b

Real estate owners file only single real estate
tax return for all real estates, which are
situated in the individual region, from 2013.
The real estate transfer tax is increased to
4%.

.Y



Abolition of Expropriation

» Option to

expropriate property was
abolished, but it should be reintroduced in
the new Mining Act.

Transfer of Land to Municipalities

]

Areas, which are now in built-up 3rd zones of
national parks and are owned by the Land
Fund, will pass to an ownership of a
municipality upon a municipality request.
Municipalities can then use these lands, for
example, approve a construction
development.

Social and Health Care

ISocial Area

~ Social Insurance

»

The minimum advance payment of self-
employed persons on the pension insurance
will increase. If a seilf-employed person
decides to enter into the 2nd pillar, levies
also increase.

The general basis of assessment for the year
of 2013 has been set at the amount of CZK
25,093 and the coefficient of 1.0315. The
average wage, used for the calculation of the
minimum social insurance payments, is CZK
25,884.

Pensions

»

The biggest reform since 1989 began in
January 2013. New optional 2nd pillar
(Private-Contributory Supplementary Pension
Insurance) enables citizens to convert 3% of
their social security contributions to private
savings, provided that they add another 2%
from their own resources.

The amount of pension that is possible to
receive from the pension system after the
entry to the 2™ pillar will be fundamentally
different. An important role plays the salary,
the length of the savings, but also the chosen
investment strategy.

There are four types aof pension funds, which
can invest in government bonds, or choose a
conservative, balanced, and dynamic
strategy.

Pre-pensious

3

Additional pension savings, which enables
people to retire 5 years before they reach the
official retirement age, became effective. Pre-
pension does not decrease pension received
from the 1% pillar (State pay-as-you-go
system), because pensioner draws own
money from 3™ pillar (State-Contributory
Supplementary Pension Insurance) in interim
period before reaching retirement age.
Mandatory condition is to have adeguate
financial resources in 3rd pillar.

Care for Children

4

The State decided to favour foster parents,
therefore the law became effective that will
contribute to gradual cancelling state
facilities for infants and children, and care for
dependent children will become regular
employment. It also limits the practice, when
social workers took every second child from
family because of property problems.

Optional sKarta

»

Support for the unemployed and foster
benefits should be issued only through
sKarta. Social card project was to facilitate
the distribution of benefits and to limit their
abuse; however, the introduction of the cards
had problems since the start, so the original
extent of competence decreased.

IHealth Care

Health Insurance

’

Health insurance rate (13.5%) and the
method of calculating advance payments
have not changed, but thanks to the increase
in the average wage, minimal advance
payments of the self-employed persons are
CZK 1,748 (it was 1,697 in 2012).

Shorter Waiting Time

»

The maximum time for which the people
should be able to reach the practical doctor,
dentist or pharmacy should be approximately
35 minutes of drive by car or mass transport.
Waiting time for operations is also shortened.

Shortening of the Stay at Spa’s

4

A treatment stay can be three weeks at
maximum and is not possible to certificate it
as sick days. A number of diagnoses entitling
spa treatment reduced also.

[\ |



Mandatory Approval of Parents

§

The approvai of the child, or the authorized
grandparents or care-taker is sufficient to
start the treatment (the obligation for both
parents to approve was removed).

The definition of health services, which
doctors can provide without the approval of
parents, was made more accurate.

_ Abolition of Health Insurance Ceilings

»

Health insurance or advance payments are
not limited in between 2013-2015 (72-times
of average wage in 2012).

Employees and Citizens

}

IEmployees

Meal Allowances
The new Labour code provides for
valorisation of meal allowances rates,

different prices apply to employees in
business and the other for employees in the
State administration.

- Travel Allowances

b

The compensation for the use of vehicles is
reduced and the average price of fuel is
increased.

~Minimum Wage

»

4

Lower rates of minimum and guaranteed
wages no longer apply for graduates and
disabled persons. Reduced rates should
encourage employers to hire people with no
qualifications and practice or with disability.
Now, equal conditions (prohibition of
discrimination} are preferred to aid for
employment.

The minimum wage has not changed; it is CZK
8,000 per month or CZK 48.10 per hour.

lLoans and Executions

Protection against Expensive Loans

»

Amendments to the law on consumer credit
introduces the option to withdraw from the
mediation contract within 14 days without
penalties, prohibits the use of bills of
exchange and cheques or calls to expensive
telephone lines. People are thus more

protected from companies offering expensive
loans. Penalty CZK 20,000,000 can be imposed
for failure to comply with legal obligations.

Partners of Payment Delaulters

3

The bankruptcy judge is newly entitled to
take money from an account of the husband
or the wife, including attachment of salary,
even if the partner did not have the faintest
idea of a debt, and to auction also a
membership in co-operative building society
within the framework of an execution.

Child Support Defaulters

4

The bankruptey judge may seize a driving
licence of a person, who does not pay child
support to minor children. Enforcement order
will be cancel on people who claim that a
driving licence is strictly needed to meet basic
living needs, such as work. The second option
will be to pay debt.

Enforcing Attachment of Salary

>

The procedure for the enforcing attachment
of salary changes significantly when receiving
sickness and maternity benefits. Employers

must therefore send not only heaith
insurance forms and attachments, but also
the supporting documents for the

implementation of the attachment of salary.

Education and Churches

I Education

>

Only one difficulty level applies for the single
school-leaving exam (instead of the less or
more difficult exam). The written test of the
Czech language will be evaluated by the
school itself, by central authority.

lChurches

4

Churches may submit a request for the
return of their property, because the law on
property settlement with churches began to
apply. Churches should receive assets in the
amount of roughly CZK 75 billion, but they
must clarify that they are entitled to Churches
will also receive gradually compensation CZK
59 billion for the assets, which are not
possible to return.
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Industry and Environment

I Ecology

Energy Labelling

» The owners must inform potential buyers

about the energy performance of the real
estate in the form of the label. Labels must
also have new buildings when selling flats.
Existing buildings will obtain labels gradually.
Penalties for missing labels will apply from
April 2013. Price of label per house will be in
units of thousands.

~ Green Savings Programme

» The programme in the amount of CZK 1.5

billion will be used in particular to house
insulating, applications will likely start in
August. The Ministry of Environment wili
publish exact rules of the programme in
March. The amount of aid will not be as high
as in the first round of the Green savings,
when people got two-thirds of costs on
average.

~ Eco Audit

b

Waste management administration was
simplified, for example, traders may not keep
a register of wastes, if it is disposed by
municipalities, and companies no longer need
to prepare the waste management plan.

Electricity and Transportation

I Electricity

4

Companies will pay 3.1% more than in the
year 2012 on average, because of the
contribution on renewable resources that is
CZK 583 per Mwh (CZK 419.22 in 2012).
Contribution to the alternative energy
resources thus increases by 39%.

ITranspo rtation

Driving Schools

» The law on Driving School introduced testing

i-year licence; driving lectures must take
place always in towns, not in areas with little
traffic, such as in the countryside. Applicants
must pass the test on the perception of risk in
traffic before written test.

Entitlement to Stronger Vehicle

»

All holders of a driving licence in category B
{small motorcycle up to 50cc and speed up to
45km/h) also receive a licence for stronger
vehicles — up to 125cc and power up to 11 kW
with automatic transmission.

~
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