
Rules on Secondments - New Interpretation

We are pleased to announce that the Ministry of Labo r & Social Affairs (Ministry) has
adopted an of the Act on Employment's rules on .
In particular, the Ministry focuses on problematic Section 14(2) of the Act, which
includes in the definition of “mediation of employment” secondments of staff to the
Czech Republic from abroad on the basis of contracts.

In general, based on the interpretation to the Czech Republic will
not require a placement agency license if the secondment is

If this requirement is met, the Ministry will not consider the contract to
have as its subject the “hiring-out-of-labo r” and such contracts will be from the
placement agency license requirement.

The interpretation further provides that such a secondment will be exempt even if
there is some mark-up payment attached to it IF (1) the secondment is made

, AND (2) the only reason for the mark-up is to satisfy
the transfer-pricing rules of the OECD.

The Ministry also clarifies that, where the inbound secondment does not meet the
above requirements (i.e. it is aimed to gain a profit), the foreign entity may acquire
a placement agency license to second employees into the Czech Republic
establishing a Czech branch.

We will of course be in contact with the Ministry over the next several weeks to clarify
their implementation of the interpretation as well as to discuss its impact on outbound
placements. We will also continue to cooperate with the American Chamber of
Commerce and key government officials, which have been instrumental in this
process.

Finally, although it is reasonable to rely on the Ministry's adoption of this interpretation
and its circulation to local Labo r Offices, the wording of the Act on Employment
remains unchanged and is subject to interpretation. An initiative is already in place to
appropriately amend the Act, perhaps with effect as early as this summer.
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