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I. Opening word

In this Newsletter No. 1/2016 we provide an overview of the most significant changes in Czech legislation that approach in 2016. We have concentrated our attention on the following areas of law:

· Civil and Commercial law
· Labour law
· Tax legislation
· Other



II. Civil and Commercial law
Civil Code

Despite becoming effective only as of 1st January 2014, the Ministry of Justice has already been working hard on the novelization of the New Civil Code (Act No. 89/2012 Coll., the “NCC”). 

Originally the so-called big novelization of NCC was introduced to the professional public in September 2014. This novelization affected more than ¼ of the provisions of the NCC, while it even modified some of the fundamental principles of the civil law, laid down in Sections 1 – 14 of the NCC. This novelization also aimed at the provisions of NCC concerning heirship and family law, which proved to be quite problematic and non-practical. Its aim was also to provide for complex novelization of consumer law. The estimated effective date of this novelization was 1st January 2016. However, the proposal did not find the required support among legal professionals and therefore the Ministry of Justice abandoned this novelization.

As a following step, the Ministry of Justice prepared a so-called technical novelization of the NCC, which modifies only a small number of statutory provisions and aims to clear up the most problematic issues. This novelization was approved by the Government and has been submitted to Parliament (Parliamentary Issue No. 642/0) to undergo the enacting process. 
The technical novelization shall affect the following provisions of NCC:

· Section 35 NCC – employment of minors of 15 years of age;
· Section 59 and 3033 (1)  NCC limitations of legal capacity;
· Section 113 (2) and 115 – 117 NCC, to be deleted (cancelation of registry of autopsies);
· Section 441 (3) NCC special type of power of attorney – for legal acts which require power of attorney to be granted in the form of public deed – a power of attorney granted in written form and with verified signatures will be sufficient;
· Section 709 NCC – acquirement of an ownership share in a business corporation shall not automatically establish ownership title in such a corporation for the acquirer's spouse (with the exception of housing cooperatives);
· Section 901 (1) NCC change in legal terminology (the term „bankruptcy (úpadek)“ to be replaced by the term „insolvency – (konkurz)“);  
· Section 1451, 1452, 1457 and 1474 NCC - anticipate establishment of registry of trusts and mandatory incorporation of trusts into the registry;
· Section 1537 NCC – testament of last will for blind people;
· Section 2254 (1) NCC – decrease of maximum limit for deposit payments for leases (three times rent as opposed to six times rent);
· Section 3046 NCC (transitional provision) – legal definition of trade unions and unions of employer. 

It is presumed that the technical novelization of the NCC will take effect as of 1st July 2016.  

Business Corporation Act

Business Corporation Act (the Act No. 90/2012 Coll.), (the „BCA“), which became effective together with the NCC on 1st January 2014 is also expected to be novelized. This novelization was approved by the Government and was submitted to Parliament (Parliamentary Issue No. 592) for further legal discussions. 

The novelization concerns Sections 448 – 450 of the BCA, which regulates supervisory boards for joint stock companies. Its aim is to re-establish mandatory appointment of part of the members of the supervisory board by employees of the corporation. This rule should apply to companies with over 50 employees. Pursuant to the amended version of the BCA, 2/3 of supervisory board members are to be elected by general meeting, while 1/3 of the supervisory board members will be elected by the employees of the corporation. This rule had been incorporated in the former Commercial Code (Act No. 513/1991 Coll.) and abandoned by its abolishment on 31st December 2013 and may now be restored in the BCA. 




III. Labour Law 
Increase in Minimum Wage

Governmental decree no. 233/2015 Coll., which amends the governmental decree no. 567/2006 Coll., on minimal wages, changes as of 1st January 2016 the statutory base rate for minimum wage for a working week of 40 hours. The new minimum wage is set as CZK 58,70  per hour (instead of CZK 55),  or respectively is increased from CZK 9,200 per month to CZK 9,900 per month. This means actual growth of 7,6 %.

The minimum wage for a working week of 40 hours is also increased for employees who receive disability benefits. The new minimum wage for such employees is set as CZK 55,10  per hour, respectively at CZK 9,300 per month. The governmental equal opportunity plan aims to align the minimum wage for disabled employees with other employees. 





Employee´s Accident Insurance 

This area was supposed to be regulated by the Act. No. 266/2006 Coll., Employee´s Accident Insurance Act, enacted already together with the new Labour Code (At No. 262/2006 Coll.) in 2006. However, the actual effective date of the Employee´s Accident Insurance Act was postponed more than four times and eventually this Act was fully abolished by the Act No. 205/2015 Coll. with effect from 1st September 2015.

The cancelled Employee´s Accident Insurance Act planned to completely change the system of employee accident insurance, which was to be included in the social security system scheme. Given that the Act was abolished, the current system of compensation for work injuries (i.e., private regulation within a free insurance market) has been preserved.

Increase in salary compensation and sick leave benefits payments on the basis of valorisation of reduction limits
As of 1st January 2016 salary compensation and sick leave benefits payments are increased due to valorisation of reduction limits.
The Ministry of Labour and Social Affairs published new reduction limits for the purposes of sick-leave insurance, which newly regulate the amount of daily base rates. The reduction limits for 2016 have been set a follows:
· First reduction limit CZK 901; 
· Second reduction limit CZK 1351; 
· Third reduction limit CZK 2701. 
An employee that is recognized as temporarily unable to work due to illness or injury or is ordered into quarantine is authorized to receive salary compensation. During the first 14 days of the employee’s inability to work, the salary compensation is provided by the employer (except for the first 3 days, which are compensation free) up to the amount of 60% of the employee’s reduced average hourly rate. The sickness benefits are paid by the state and the employee is entitled to payment from the 15th day of the sick leave.  

Salary compensation during first three days of sick leave may be restored 
Pursuant to proposed novelization of the Labour Code (Act No. 262/2005 Coll.), which is currently being discussed by the Senate (Senate Press no. 172), the payment of salary compensation during the first three days of sick leave may be restored.

The novelization of the Labour Code imposes obligations to employers to provide to employees on sick leave compensation of salary (in the amount of 60% of the reduced average hourly earnings) even during first three days of an employee’s sick leave. In return, the employers will be able to lower the social insurance payment from 25% to 24,9% by decreasing the rate of sick leave insurance from 2,3% to 2,2%.
New rates for compensation of travel expenses
As of 1st January 2016, new rates for compensation of travel expenses have been introduced by the decree of the Ministry of Labour and Social Affairs No. 385/2015 Coll., (on the basis of Section 189 (1) and (4) of the Labour Code). The above specified decree slightly increases the rates for board money and significantly decreases average prices of fuel for the purposes of calculation of travel expenses.
Increase in compensation of loss of income 
Pursuant to the governmental decree No. 351/2015 Coll. dated 7.12.2015, the rate of average earnings decisive for the calculation of compensation benefits for loss of income due to work injury or illness is increased with effective date as of 1st January 2016. The relevant rate is increased by CZK 40.  
New limits for confiscable earnings during execution 
As of 1st January 2016 the basic rate for unconfiscable earnings during execution as well as the limit for fully confiscable remainder of net earnings is set.
Pursuant to governmental decree No. 595/2006 Coll., on unconfiscable sums, the limit for unconfiscable earnings equals to the aggregate of the amount of 2/3 statutory life minimum of the individual, i.e. CZK 3,410, and the normative costs of living for an individual in a leased apartment in a municipality with 50,000 – 99,000 inhabitants, which is newly set as CZK 5,858.
The unconfiscable earnings for 2016 is therefore 2/3 from the amount of CZK 9,268, i.e. CZK 6178,67 (as opposed to the previous sum of CZK 6,118).
[bookmark: _GoBack]The unconfiscable earnings for alimentation for 2016 equals to ¼ of the unconfiscable earnings of the individual, i.e. CZK 1,544.67 (as opposed to the previous sum of CZK 1,529.50).
The total amount of unconfiscable earnings for an individual equals to the aggregate of the unconfiscable earnings of an individual plus unconfiscable earnings for alimentation for each relevant person. 

The statutory limit above which the net earnings are confiscated fully equals to the aggregate of the statutory life minimum of the individual and the normative costs of living for the individual, i.e. the aggregate of the amount CZK 3,410 and CZK 5,858, together as CZK 9,268 (as opposed to the previous sum of CZK 9,177).
The deductions are always made from net earnings, i.e. after the deduction of taxes, social and health insurance mandatory payments. 
IV. Tax Legislation
The upcoming change of the taxpayer for the acquisition of immovable assets tax

The governmental proposal for the change of the statutory measure of Senate No. 340/2013 Coll., on the acquisition of immovable assets tax (Parliamentary Press No. 639/0) was sent to Parliament for legal discussion in October 2015. This novelization, if approved, changes the taxpayer for the payment of the acquisition of immovable assets tax and provides for exact statutory definition of the taxpayer. Henceforward that statutory taxpayer should be the party acquiring the immovable assets (i.e. the buyer). Under the existing legislation the taxpayer was the transferor of the property, unless the contracting parties agreed otherwise.   
It is estimated that the novelization will become effective as of 1st April 2016. 
Control report for value added value tax 
Another novelty effective as of 1st January 2016 is the obligation of all registered VAT payers (not only Czech VAT payers, but also of foreign tax payers registered in the Czech Republic for payment of VAT) to file a VAT control report. This obligation was introduced by the Act No. 360/2014 Coll., on amendments of the Act No. 235/2004 Coll., the VAT Act.
A legal entity, which is the registered VAT payer, must file a VAT control report for each calendar month by the 25th day of the following month. The first VAT control report will be filed for January 2016 and must be delivered by the 25th February 2016 at the latest.  An individual who is a registered VAT payer must file the VAT control report together with his tax form for VAT (i.e. monthly or quarterly).
The VAT control report must be filed only electronically in the statutory prescribed form via the electronic filling room of the relevant financial office.

The consequences for breach of the obligations relating to VAT control reports have been set quite strictly (Section 101h of the Act No. 235/2004 Coll., VAT Act):
If a registered VAT payer breaches his obligation to file the control report within the statutory prescribed period, the following sanctions may be applied:
· In the amount of CZK 1,000, provided the taxpayer files the report without additional invitation of the tax administrator,
· In the amount of CZK 10,000, provided the taxpayer files the report within an additional period provided by the tax administrator,
· In the amount of CZK 30,000, provided the taxpayer fails to provide additional information or correct the control report upon invitation of the tax administrator, or 
· In the amount of CZK 50,000, provided the taxpayer fails to file the contract report even within the additional period provided by the tax administrator.
The tax administrator may further sanction the VAT taxpayer up to CZK 50,000 provided he fails to submit additional information to remedy an incorrect or incomplete control report.
In addition to the above described sanctions, the tax administrator may also impose penalization of up to CZK 500,000 to all individuals/legal entities that obstruct or impede the administration of taxes by the controlling report.
The maturity date for sanctions is 15 days from the issuance of a legally binding and effective ruling of the administrative authority. 
In light of general public opinion that the enacted sanctions are quite strict, the government approved a novelization of the VAT Act on 13th January 2016 to ease the sanctions.  
The novelizations allows for the sanctions in the amount of CZK 10,000, CZK 30,000 and CZK 50,000 to be pardoned if there are justifiable reasons. This pardon will not be allowed for any VAT taxpayer that committed a serious breach of tax legislation during the preceding three years. 
The CZK 1,000 penalty is proposed to be automatically pardoned 1 x per calendar year for each taxpayer if the taxpayer remedies his breach without any additional invitation from the tax administrator. Penalties that are established prior to the effective date of this novelization will be abolished. This shall create some „transition period“.
The novelization also counts on prolongation of the reaction period in case of notification from the tax administrator from 5 calendar days to 5 business days. 
It is estimated that the novelization will become effective as of June 2016.
V. Other
Good Friday as a national holiday
The Czech Republic will add one more day as a national holiday in 2016. The Act No. 359/2015 Coll., newly enacts Good Friday as a national rest day. Instead of 13 days, there will be 14 days of national holidays from 2016. The Act became effective on 21st December 2015.
Contract Registry 
Act No. 340/2015 Coll., Contract Registry Act, was published on 14th December 2015.
This Act establishes a registry of contracts as an information system of the public administration intended for publication of statutory classified contracts. The registry falls under the administration of the Ministry of Interior Affairs and is accessible by remote access, free of charge.
Contracts that are mandatory for registration are civil law contracts, as well as contracts for the provision of subsidies or financial assistance, where one of the contracting parties classifies as any of the following entities: 
· Czech Republic,
· Public administrative unit,
· State-funded organization,
· National Fund, 
· Public research institution or public university;
· Voluntary association of municipalities,
· Regional Council,
· Administrative unit-funded organization,
· Institute (state or public administration founded)  
· Non-profit organization (state or public administration founded),
· National Corporation,
· Health Insurance Company,
· Czech Radio or Czech TV, or
· Legal entity with state or public administration majority ownership/control.	
The new legislation does not apply to legal entities established pursuant to foreign law that operate mainly outside the Czech Republic. The obligation will apply to contracts with value exceeding CZK 50.000 without VAT.

The Act further provides for exceptions from the obligation of publication, the desired method of publication, its consequences and the consequences of non-disclosure.

Generally, any contracts that are subject to publication through the registry will become effective only after publication. Conversely, if the contract is not publicized in the registry despite statutory obligation to register, such a contract will be deemed to be abolished ab initio after the elapse of three months.
The Act becomes effective as of 1st July 2016 with the exception of provisions concerning the consequences of registration and non-registration of contracts, which become effective as of 1st July 2017.
Definition of legal terms general maintenance and small repairs for residential units 
Governmental decree No. 308/2015 Coll., on definition of legal terms general maintenance and small repairs for residential units became effective as of 1st January 2016.
The legal definition of the term general maintenance includes maintenance and cleaning of the apartment, including equipment and furnishings, which are usually carried out during ongoing use of a residential unit. This particularly being painting, plaster repairs, wallpapering and cleaning of floors, including floor coverings, wall coverings and cleaning clogged drains up to vertical distribution systems. Furthermore, general maintenance includes keeping the furniture in working condition, regular checkups and cleanings of specified items, checking of the functionality of thermostats with electronic control, functional checking of smoke detectors including the exchange of resources, and inspection and maintenance of faucets with electronic control.
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The term small repairs includes repairs to the apartment and its equipment, if this equipment is part of the fixtures of the apartment and is owned by the landlord, and if these fall into a pre-defined category or do not exceed the classified amount of repair costs. The sum of the cost of minor repairs should not exceed CZK 100 / m2 of floor space per calendar year. The governmental decree also contains a legal definition of floor space of an apartment unit.
We hope the above summary will ease your orientation in the new legislation. We are available for any of your additional requests or information.
Editor: JUDr. Magda Stárková, advocate, email: starkova@akvk.cz
Our newsletters are prepared in order to provide general guidance on relevant matter and cannot be considered as exhaustive professional advice. We are not able and cannot address any specific circumstances or needs in this newsletter. We do not recommend acting upon the information contained therein without obtaining independent professional advice first which we will be glad to provide at your request. No representation or warranty is given as to the accuracy or completeness of the information contained in this publication. 
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