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1. Svarcsysténas the performance of illegal work

By the amendment to the Employment Act, the dedinitof the illegal work has been
changed with the effect from 1 January 2012. Netwyillegal work is deemed to be also
the dependent work performed outside of an employnmg law relationship, so called
SvarcsystémThe essence @lvarcsysténis the usage of work of persons who act outwardly
as self-employed persons, although the actualioaekdtip between the company and these
persons meets the characteristics of dependenttagtie. it corresponds to the employment
relationship). While the&varcsysténwas in the “grey zone” under the regulation effect
before the amendment, as it was neither expliéttthidden nor allowed, and the negative
impacts, if any, related only to taxatiahe new regulation considersSvarcsysténto be
the illegal work per seand stipulatestrict sanctionsfor theSvarcsystémif a legal entity or

a natural person — entrepreneur enables perforn@nibegal work (factual “employer”) the
penalty up to CZK 10,000,000 however CZK 250,00thatminimum can be imposed on it.
A fine up to CZK 100,000 can be imposed on natpeason performing illegal work (factual
“‘employee”).

The Labour Code stipulates thiie dependent work may be performed only within a
basic employment law relationship,i.e. in the employment relationship or on the
ground of the legal relationships established by agements on work performed outside
employment law relationships.In case that the dependent work is performed ergtbund

of other legal relationships (typically commerd@alv ones, e.g. contract for a work or a
mandate etc.) it is deemed to be illegal work.

The dependent work is definedas work which is performed within the relationstup
superiority of the employer and subordination o #mployee, on the employer’s behalf,
based on the employer’s instructions and whictersgpmed personally by the employee for
the employer. The dependent work has to be perirfoe salary, public sector pay or
remuneration for work, at the employer’s expensg r@sponsibility, during working hours
at the employer’s work place, or at a place thatherwise agreed.

In addition to the above mentioned sanctions, #ropmance ofvarcsysténhas also tax
impacts: In case that th&varcsysténis proved, the Financial Authority re-qualifieseth
performed activity as dependent work. The consecpiénthen thedditional payment of
tax on income from dependent activity, additional pyment of social and health
insurance premiums and alsothe sanctions on late payment of taxes and insurae
premiums.

Brno - Wien

CZERWENKA & PARTNER v.o.s.

Minoritska 10 (&.p. 473); CZ — 602 00 Brno; in cooperation with
tel.: (+420) 542 422 811, fax: (+420) 542 422 826 SCHMIDTMAYR | SORGO | WANKE
www.czerwpart.cz; email: info@czerwpart.cz Rechtsanwalte 0G

IC: 253 42 291, Krajsky soud Brno A 85 94 www.ssw-law.at



20f3

For the purpose of determination if there is a depat work performed outside of an
employment law relationship, and therefore an dlegork, the actual circumstances of
specific case will be always decisivAs an illustration we mention some of the
characteristicswhich suggest the conclusion that there dependent work:

- In the contract with the self-employed person tloekmg hours have been agreed.

- In the contract it has been agreed that the seti@rad person is entitled to some
paid days off (leave).

- The same amount is paid to the self-employed peogotne company each month.
The remuneration is regularly paid on the samesdatewhich the salary is paid out
to the employees of the company.

- A superior has been set to the self-employed pemsbn assigns tasks to him/her,
controls their fulfilments and evaluates him/her.

- The company is liable for the work of the self-eaygd person, or insures him/her.

- The self-employed person writes letters on the heasoker of the company, uses
business cards of the company or wears companyferom The self-employed
person appears as an employee to third parties nivt obvious that such person is
supplier or sub-supplier.

- The self-employed person receives financial comgiems (compensation of salary)
during his/her iliness.

- The self-employed person works at the employergsand the employer provides
the self-employed person with working instruments.

- This work performed by the self-employed personssally (elsewhere) performed
in employment relationship.

2. Acts on Specific Health-care Services

On 1 April 2012 new Act No. 373/2011 Coll., on Specific Healthe&ervices comes into
effect. This Act will, inter alia, regulate themployment — physician services, medical
reports and assessment of professional diseases.

This Act introduces material change in the regala®f theinitial medial examinations.
For the time beingin principal, the employer is obliged to ensure that the nhjgeson
undergoes an initial medical examinationly prior to concluding the employment
contract.

The new regulation requires performance of initigdical examination of a person applying
for employmentprior to establishment of any employment or similarrelationship, i.e.
before establishment of employment relationshig, diso before establishment of a legal
relationship established ggreements on work performed outside of an employmé-
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law relationship. In case that the person applying for employmergsdnot undergo the
initial medical examination prior to establishmehthe employment or similar relationship,
such person is deemed toun#it for the employment because of health reasons

Unless the employer and the applicant for employngennot agree otherwise, the initial
medical examination will be, in principal, paid the person applying for employment; the
employer will pay for this examination only in casieat the employer concludes an
employment or similar relationship with the apptitéor the employment.



