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Performance of illegal work, controls at workplace

As we have already informed you in our Infosenot&ebruary 2012, with the effect from 1
January 2012 the definition of illegal work has memanged, in consequence of which
number of related provisions were changed as Bellause the performance of illegal work
is sanctioned with heavy fines and because the uralmspection plans to carry out
considerably more controls of employers this ydlae control will be carried out by more
than twice as many inspectors, the inspectorshale at their disposal the so called mobile
offices), we consider this topic to be still upetate and we dare inform you in this way
about further risks and liabilities connected wiie performance of illegal work.

1. Guaranteefor settlement of finesimposed on sub-supplier

Not only the performance of dependent work by air@tperson outside of an employment
law relationship is deemed to be an illegal worke(she Infoservice of February 2012).
According to the Employment Act, the performancdlefjal work may also consist in

- the performance of work by a natural person - tprer contrary to issued working
permission, or without this permission, if requitadlaw, and

— the performance of work by a natural person - fprer without a residence permit
in the Czech Republic, if such permit is requirgddw.

By amendment No. 1/2012 Coll., new provisions @& #mployment Act with the effect
from 1 January 2012 were introduced, regarding gi@ranties of legal entities for
settlement of fines imposed on sub-supplier foibéng the performance of illegal work, if
the illegal work consists in the last mentionedr@hdefinition.

If a legal entity or a natural person (the empldyarables the performance of illegal work
which consists in performance of work by a natyeison — foreigner without a residence
permit in the Czech Republic, if such permit isuieed by law, this person (the employer)
can be imposed a fine of CZK 250,000 to CZK 10,000,and furthermore, this person shall
i.a. pay the outstanding salary to the foreignenpvhas performed such illegal work,

including the costs connected with the paymentr{@al®oad). However, if another company
accepted any performance from this person (the &mepl within the scope of their business
relation, be it directly or be it via intermediatijs company guarantees (by virtue of law)
the settlement of the above mentioned paymentsintaemediary guarantees it in the same
way.

This guaranty by virtue of law, however, existsyottlen, if these persons knew about the
illegal work, or under reasonable care should anddchave known about it.
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Within 90 days of the day of the legal force of thecision on infliction of a fine at the
latest, the Labour Office will initiate a procedurxe determine, if the mentioned guaranty
exists and who the guarantor is.

2. The duty to present documents at workplace during a control of the Labour
I nspection

According to the Employment Act all employers shalve at their workplaces copies of
documents which prove the existence of employmawt felationships (i.e. employment
contracts, agreements to complete a job or agresnienperform work) and copies of
documents which prove the residence permit in thec@ Republic (up to 3 years from the
end of the employment of the foreigner).

With the effect from 1 April 2012 a new guidelineétbe Czech Labour Inspection entered
into force. This guideline is binding on all inspas and other persons, who participate in
the controls. This guideline specifies the proaasthe control and, among others, it states
how the breach of the above mentioned duty wiljjbalified.

This guideline states that during the control thegpleyer is obliged to present the above
mentioned documents (its copies) at the workpladegre the control is taking place, in
paper form.

If the employer has more workplaces with a smathbar of employees or if it is required
by the special character of its activity, the abowentioned obligation is deemed to be
fulfilled if the copies of employment contracts regments to complete a job or agreements
to perform work (scanned original contracts e.gpfid format) are presented in electronic
form, i.e. CD, DVD, flash disc and IT media withettpossibility of printing out the
documents so that the results of the control maudstdied.

If the documents are not presented by the emplagier during the control at the workplace,

the inspector shall record this fact into the pcotaon control results as a performance of
illegal work. A consecutive presentation of the wments has no influence on this

qualification. However, some labour law expertsrad agree with the above mentioned

conclusion. As the legal regulation is quiet ambiggj we can probably assume that further
amendments of the subject provisions will be made.



