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News No. 7/2011

Law amendments as from 1% January 2012

As it is common shortly before the end of the year, amendments of laws have
been ratified that will significantly affect the future life of both individuals
and legal entities in the Czech Republic. We bring an overview of the most
important changes in the last issue of the News in 2011.

1. VAT
Domestic reverse charge

In the Czech Republic, the so-called domestic reverse charge is applied to
supplies of gold. With effect from 1°* January 2012 the list of supplies subject
to domestic reverse charge shall be extended. The following supplies have
now been added:

- Construction and assembly work
- Petrol and diesel supplies (in excess of 1,500 )
- Scrap metal and waste supplies

The supplier shall invoice for the above-mentioned supplies exclusive of VAT
which is to be reported subsequently by the customer. Both the supplier and
the customer shall post the supply on a special account and shall submit an
abstract of this account to the tax administration in electronic format.

VAT rate amendment

The so-called rate amendment of the VAT Act has aimed in particular at an
increase of VAT collection and its allocation to the pension sphere. With
effect from 1°* January 2012 the reduced rate shall rise from 10 per cent to
14 per cent; as from 1° January 2013, both rates should be unified at 17.5
per cent. The Czech government announced, however, shortly after the Parli-
ament of the Czech Republic had approved the rate amendment that possi-
ble unification of both rates might take place before the end of 2012. The
unified VAT rate itself would be set in accordance with current forecasts of
economic development.
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Other changes

Technical improvements shall now be considered to be fixed assets and shall,
when applying VAT deduction, be shown on line No. 49 of the tax return.

Turnover threshold for VAT registration shall amount to CZK 750,000 for the
previous 12 calendar months.

2. Social security and health insurance

In 2012 a different ceiling shall be applicable as the assessment base for
social security insurance and for health insurance. While the cap applicable
to the assessment base for health insurance shall remain at 72 times the
average wage, the maximum assessment base for social security insurance
shall revert back to 48 times the average wage as applicable in 2008 and
2009.

Remunerations paid to member of bodies and partners of legal entities shall
be subject to health and social security insurance in all components as from
2012. Thereby, treatment of remunerations of members of boards shall be
unified with that of income from dependent activity.

3. Labour Code

The amendment of the Labour Code shall increase the maximum amount of
work performed on the basis of an agreement for performance of work from
the current 150 to 300 hours per year. In case the employee receives remu-
neration in excess of CZK 10,000 per calendar month on the basis of an
agreement for performance of work, such remuneration shall be subject to
social security and health insurance as from 2012.

The Government of the Czech Republic has taken into account the need to
extend the probation period applicable to selected employees. Accordingly,
the maximum probation period applicable to managing employees shall be 6
months.

A fixed-term employment relationship for a period not exceeding, in total, 3
years may now be concluded. A fixed-term employment contract may be
extended twice as a maximum. The break between two employment relati-
onships concluded between the same contractual parties should amount to
at least 3 years.
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4, Meal allowance for business travel outside the Czech Republic

With effect from 1°* January 2012 the rules for granting meal allowances for
business trips outside the Czech Republic shall change. Full allowance shall
be granted to employees who spend more than 18 hours in one calendar day
abroad. When spending 12 to 18 hours abroad, the meal allowance shall be
reduced by one third; when spending less than 12 hours abroad the meal
allowance shall be granted in the amount of one third. If the employee has
the right to Czech and foreign meal allowance, only the foreign allowance
shall be granted in some cases. Foreign allowances are not granted if the
employee spends less than 1 hour abroad.

The employer is now always obliged to reduce the employees’ Czech and
foreign food allowance for provided meals during business trips, unless the
employer decides otherwise before sending the employee on a foreign busi-
ness trip.

5. Act on Criminal Liability of Legal Entities

Also, attention should be given to the new Act on Criminal Liability of Legal
Entities. The bill has been under discussion for some time; however, its
approval was in the shadow of the tax reform. It will become effective on 1%
January 2012.

The act provides a list of particular facts that may give rise to prosecution.
Possible punishments are, among other things, a ban on professional activity
for up to 20 years, forfeiture of property or a thing of the legal entity, a mone-
tary fine of up to CZK 2,000,000 or dissolution of the legal entity. The punis-
hments shall be recorded in the Criminal Register which is available to the
public.

6. Restrictions on cash payments

By Act No 139/2011 Sh. the Payment System Act and further acts have been
amended. The amendment have lowered the limit for cash payments of liabi-
lities from EUR 15,000 to CZK 350,000. This amendment became effective on
27t May 2011.
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Upozome'm" Vﬁe uvedené informace majl' pouze abecn)? informat'ivnl' charakter a nejsou komplexnl'm vyc'erpdnim zml’nénych rémat Jejich ucelem je pouze
PouZzijete-li informace v tomto materidlu obsazene, budete tak Cinit pouze na vlastni riziko a odpovédnost.

Informace z tohoto materidlu prosim neuZivejte jako zdklad pro konkrétni rozhodnuti a vyuZijte vidy nasich profesiondlnich sluzeb kvalifikovanych
odbornikd.

Warning: All of the above mentioned is of a general indicative nature only and is not comprehensive. The purpose is only to draw attention to the most
important points of the amendments and changes. No damage claims for steps made based on the information shall be accepted. If you use information
included in this document, you will only do it at your own risk and responsibility.

Please do not use information in this material as a base for a specific decision-making. Instead, always use our professional services of qualified experts.

Hinweis: Die vorstehend aufgefiihrten Angaben haben lediglich allgemeinen informativen Charakter und stellen keine komplexe erschépfende Erérterung
der jeweiligen Themen dar. Ihr Zweck ist es lediglich, auf die wichtigsten Punkte der Novellierungen und Anderungen hinzuweisen. Jedwede Schadenersat-
zanspriiche fiir aufgrund dieser Ausfiihrungen unternommene Schritte sind ausgeschlossen. Die Verwendung der in diesem Text enthaltenen Informationen
erfolgt nur auf eigene Gefahr und Verantwortung.

Verwenden Sie, bitte, die Informationen in diesem Material nie als Grundlage fiir Ihre Entscheidungen, nehmen Sie die professionellen Dienstleistungen
unserer qualifizierten Spezialisten in Anspruch.




