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1. Introduction

The 2020 National Reform Programme of the Czech Republic (NRP) is a strategic document of the
Government of the Czech Republic in the field of economic and social policy. Its objective is to
formulate key measures leading to prosperity and sustainable growth. The measures presented stem
from the government's programme priorities and are tied into the Czech Republic 2030 strategic
framework and other conceptual documents at the national level.

Response to COVIIO pandemic

In the first quarter of 2020, Europe was hit by a pandemic of CQ¥|Ehe disease caused by the
coronavirus SARSoV2, which spread across the world from the original outbreak in China. The
measures essential for protectinthe lives and health of citizens adopted by many countries
including the Czech Republic have inevitably disrupted economic development and everyday life in
society.

Economic development has become difficult to predict, which has been reflected in CRaiténis

year's NRPR- Macroeconomic Outlook. In order to preserve a functioning economy and support
subsequent recovery, the government has prepared a number of economic and social measures that
are described in the new chapter 3.0 Czech economic measuoréhe fight against the COVID
pandemic.

Longterm European context

Aside from the impact of the COVID pandemic and the national priorities, the government also
reflects the longterm European framework, an important part of which is the Europesse@GDeal-

a plan for the European Union (EU) submitted by the new European Commissithver( the
Commissioj for achieving, in addition to a sustainable and circular economy, climate neutrality by
2050. The government views the EGD as an ambitioutegirdor sustainable growth that presents
opportunities as well as great challenges for many sectors. In the context of the - C@WHddemic

and its economic impact, a Eurodde discussion on the approach to implementing the EGD will be
necessary.

The ® has long been meeting the development targets it set for itself in the international context,
having already reached the vast majority of national targets formulated under the EU's Europe 2020
economic strategy. The relevant chapter of the NRP contamsrr@nt assessment of fulfilment of
national targets for Europe 2020. The measures described in the NRP also help with meeting the UN's
Sustainable Development Goals (SDGs). A newly added NRP chapter describes the current state of
implementation of SDGs ithe CR. The government is determined to help achieve a climategal

EU by 2050 in accordance with the EGDs and the targets of the Paris Agreement. Details are primarily
presented in the NRP under chapter 3.4 Sustainability.

The measures presented irhé NRP also react to the Council of the EU's cotspecific
recommendations addressed to the Czech Republic in the past year and the findings listed in the
Commission's regular analytical document Country Report Czech Republic from February of last year.
The structure of the NRP takes into account four key dimensions of the Annual Sustainable Growth
Strategy 2020 (ASGS) set out by the EC: macroeconomic stability, fairness, productivity and
sustainability.

The government considers systematic support farearch, development and innovation to be a key
means for achieving development goals and strengthening the upward economic and social
1



convergence of the CR to the world's most developed countries. This means fulfilling the vision laid
out in the Czech Innation Strategy 2019 2030 (The Czech Republic: The Country for the Future)
combining our industrial traditions, research facilities and business skills to make the Czech Republic
one of the most advanced countries by 2030.

Institutional framework for preparation of NRP

The NRP was prepared by the Office of the Government in cooperation with the ministries. As in
previous years, economic and social partners, the Parliament of the Czech Republic and other
institutions were invited to collaborate on prepdi@ns. Due to the pandemic, the standard face

face talks on preparation of the NRP did not take place, but these were replaced by two rounds of
written comments on working versions of the programme.

The NRP was approved by the government on 7 May 28€x. approval the NRP will be submitted
to the Commission.

The government will be steadily monitoring proper implementation of the individual reform steps
over the whole year. At the end of the year the government will then evaluate the level of fuifiime
of the stipulated measures in a regular report, as it does every year. The next upolajearation of

the 2021 NRRis planned for spring of next year as part of the next cycle of the European Semester.



2. Macroeconomic outlook

In 2019, economic growth slowed slightly, being still driven by domestic demand. Private
consumption was supported by growing household incomes, but the dynamic of investment was
considerably weaker than in 2018.

In the first half of this year, the Czech economy will be quitalfmmentally affected negatively by

the pandemic of the new type of coronavirus and the measures individual countries are enacting in
order to prevent its spread. The NRP's macroeconomic scenario anticipates that Europe will have
managed to handle the situ@n in the second half of 2020 and economic activity will subsequently
start to gradually recover. The shock to aggregate demand as well as supply should thus only be
temporary and oneoff, nevertheless the Czech economy will not avoid a deep recession.

In 2020 we expect a drop in economic performance of over 5%. The deepest decline is expected in
the field of foreign trade and investments in fixed capital. Household consumption will also be lower
however. From the second half of 2020, economic activitykhpick up once again.

At the end of 2019 the yeawn-year growth in consumer priceended up above the 3% zone of
tolerance of the Czech National Bank's 2% inflation goal. In 2020 the average level of inflation should
reach 3.2%; next year it should sltavl.6%. In further years, prices should grow at a rate of 2%. The
impact of unit labour costs on inflation vary significantly in the individual years of the NRP outlook. In
2020 they are expected to grow exceptionally, in all likelihood transitioning tmt insignificant
decline in 2021. In the following years their development should stabilise. The output gap should
dampen inflation over nearly the whole timeline of the NRP, most of all in 2020 and 2021. The
exchange rate should contribute to growth adnsumer prices in 2020, but should become an-anti
inflationary factor in the following years, given the expected appreciation. A fundamental anti
inflationary factor in 2020 should be the drop in oil prices. According to the adopted scenario, this
shouldgrow in the following years. Administrative measursisould increase inflation in the years
2020-23.

For several years th&abour market has been showing symptoms of overheating, but in many
aspects has already reached its limits and signs of stamiri@ol down have appeared. Due to the
economic downturn and associated drop in demand for labour, employment rates should fall this
year. The unemployment level should also rise. Aside from the high number of job vacancies and
employed foreigners(who are likely to be let go first), greater impact of the recession on
unemployment should be prevented by fiscal measures adopted. The economic situation should be
significantly reflected in the dynamic of earnings, particularly in 2021, when the average igal wa
could even fall.

In terms of theexternal macroeconomic balancan 2019 the current account of the balance of
payments fell into a slight deficit for the first time since 2013. The impact of the coronavirus
pandemic should lead to a worsening of thddvece of goods and services this year. In terms of the
other current account items, we expect a lower deficit on the balance of primary income as a result

! Administrative measures here mean adjustmertb indirect taxes (VAT, excise duties) and customs duties and changes to regulated
prices (e.g. electricty, gas, heating, water, public transport).

2 According to Labour Ministry data, in March 2020 there were @ foreigners employeed in the CR, vhis 57000 more yeaion-

year, and 100 more than in February 2020.



of the poorer dynamic of profits for companies under foreign control. In the coming years the current
account should be in a slight surplus (recovery abroad will increase the surplus in the output balance,
while on the other side the primary income deficit will deepen), then in 2023 be balanced
(acceleration of investment in connection with final drawiof EU funds from the 2032020
financial perspective, import of US military helicopters).

A number ofrisksare associated with the expected economic development, which taken as a whole
we considered strongly skewed in a negative direction. We considemtis significant risk of the
current moment to be the spread of mew type of coronavirus If the situation is not managed
during the second quarter and the measures meant to prevent the disease from spreading end up
lasting longer as a result, the econmmownturn will be much deeper than in the NRP scenario. In
addition, in some economies risks could materialise that are associated, for example, with their high
level of debt or the situation in the banking sector.

Aside from uncertainty concerning howttire relations between the United Kingdom and European
Union are to be set up, risk is also presenteddnsion in trade relationsdbetween the United States

of America and China, and indeed the EU. The coronavirus pandemic has pushed the issue of trade
relations into the background, but fescalation of disputes cannot be ruled out (e.g. as part of
efforts to "protect” US industry from foreign competition and thereby help the economy overcome
the consequences of the coronavirus pandemic).

The cyclical dealopment of the economy in combination with low interest rates has led to a high
dynamic of mortgages. Along with the factors that limit the offer of residential property (from which
certain ones are specific to Prague), this development has contributadrtarked rise in the price of

flats and certain overpricing thereof. The combinationcoddit financing of residential real estate

and therapid growth of the prices thereof represents a macroeconomic risk that could start to
materialise with the expecteconomic downturn and a potential price correction. In light of the fact
that many households are experiencing at least temporary loss of part or even all income due to the
coronavirus pandemic, the Czech government has prepared-ma@ith moratorium onmortgage
payments and consumer and business loans. Even so, households need not be able to repay after the
moratorium ends, particularly if the economic downturn has a pronounced effect on labour market
developments.

In light of the importance of thautomotive industry for the Czech economy, the strong procyclical
nature of this sector, the orientation on export and the dependence on supply chains present a risk. In
the medium to long term, these risks are compounded by the structural changes thatidéhdy be

taking place in the automotive industry due to the gradual tightening of emission standards. If they
are not met, manufacturers will face high fines. The transition to alternative fuels will however require
enormous investments in developing tewlogy, in machinery and equipment, and in infrastructure.
Impact can also be expected on employment, supgligstomer relations and energy prices.



3. Structural reforms

3.0 Czech economic measures in the fight against the CCd/piandemic

According topredictions, the strict measures adopted by EU Member States and other countries of
the world to protect the life and health of their inhabitants during the CGYADpandemic will
continue to have fundamental consequences for economic development in time &b inevitable
recession. In an effort to support the economy and minimise the social impact of the pandemic,
funding was freed up at both the EU and Member State level and public policies have been adjusted.
The vast majority of fiscal stimuli are firaad from national budgets, which is one of the reasons
that the Commission, for the first time in history, has proposed activating the "general escape clause"
under the Stability and Growth PdctListed below are the main economic and social measures
adopted by the Czech Republic in reaction to the pandemic.

Support for entrepreneurs and employees

In order to maintain jobs, the government is directly supporting the Czech economy to the tune of
CZK 100 billion and indirectly in the form of guarantees forther CZK 900 billion.

On 16 March 2020, the Czebkoravian Guarantee and Development Bank (CMGDB) launched a
programme under whiclnterest-free two-year loans with up to 12 months (inclusive) of deferred
paymentswill be provided to companies affectdry the consequences of the coronavirus pandemic

(the COVID programme); the funds can be used to cover operating costs. The loan amount can
range from CZK 0.5 million to CZK 15 million. On 2 April 2020, applications began to be accepted
under the programme COVID Jlwhich is financed from funds under the Operational Programme
Enterprise and Innovation for Competitiveness (OP EIC) and focuses on providing guarantees. The
loans will be provided through commercial banks, with the state guaranteeing therhe/@MGDB.

Loans of up to CZK 15 million are guaranteed. In contrast to the first wave, the programme will thus
also be able to be utilised by the selhployed and small business owners who have lower
requirements for loan funds than under COVID I, i.ansounder CZK 5@®0. Once again, the loans

can be used to cover operating costs (wages, rent, energy, material or supplies). Forlrsgge
companies and seémployed persons, the programme COVID PRAGUE was launched 21 April 2020,
being funded from tk Operational Programme Prague Growth Pole (OP PGP). This programme
contains the same conditions as the COVID Il programme.

On 20 April 2020 the government also approved a draft act on provision of a state guarantee of the
Czech Republic for securing CM&febts arising from guaranteeing loan debts in connection with
mitigating the negative impact caused by the SARS?2 virus. After the law is approved by both
chambers of the Czech Parliament and signed by the president, the COVID Ill programme will be
launched; this is expected at the turn of May. COVID Il will be a portfolio guarantee for commercial
bank operating loans up to a maximum of twice the annual wage costs of the recipient or a quarter
of a company's turnover in 2019, capped at CZK 50 milliba draft act anticipates a maximum state
guarantee of CZK 150 billion, thus in total this programme can guarantee commercial operating loans
totalling up to CZK 600 billion. This programme will be notified to the Commission under the
approved Temporaryramework for State Aid, thus it will be a bank guarantee without a financial

3. . . . .
This clause applies to cases of serious economic downturn in the EU or eurozone as.a whole



contribution to cover commercial interest (the Temporary Framework does not permit this
combination).

The Ministry of Labour and Social Affairs (MLSA) has prepai@deted programme to deal with
employment entitled Antivirus The conditions for implementation of the "Antivirus" programme for
supporting businesses approved by the government of the Czech Republic on 31 March 2020, on the
basis of which the state helps companiesain employees, contains two regimda. Regime Athe
employer is paid a contribution as compensation for impediments to work consisting of quarantined
employees or shutting down or limiting operations due to the crisis resolutions of the Czech
government and emergency measures of public health authorities amountir@Déb of wages being
compensated, including deductions, to a max. of CZK0BO per employee. Regime s
compensation for impediments to work on the part of the employer, where a cau&abi@OVIEL9

is presumed. These impediments to work on the part of the employer have arisen as a result of
impediments to work on the part of employees, loss of production supplies, or limits on the
employer's sales. The contribution is paid out in an antoof 60% of wages being compensated,
includingemployee and employeatteductions, to a max. of CZK P80 per employee.

In order to mitigate negative consequences to the sheltered labour market related to the spread of
COVIBL9, the MLSA also prepared nifichtions concerning theemployment of persons with
disabilities on the sheltered labour market. In particular, this affected the first part of Act No.
161/2020 Coll., on certain adjustments in the field of employment in connection with emergency
measuresduring the 2020 epidemic and amending Act No. 435/2004 Coll., on employment, as
amended, which took effect 14 April 2020. In relation to the sheltered labour market, this concerns
the following measures during provision of a contribution under Sectionof8act No. 435/2004
Coll., on employment, as amended (hereinafter the "Employment Act"):

1) If the period for which the contribution is being requested falls within the duration of the
emergency measures for the epidemic, the employer can also bring tacbegrensation for
wages or pay provided to employees during impediments to work on the part of the
employer in applying for a contribution under Section 78a of the Employment Act for the
purposes of establishing the contribution amount.

2) If the period for vhich the contribution is being requested falls within the duration of the
emergency measures for the epidemic, the condition of solvency shall not be required for the
purposes of drawing the contribution. The employer is thus not required to provide
confimation that it does not have tax arrears or insurance arrears or fines for public health
insurance or social security or the state employment policy contribution for the given period.

At present the aforementioned changes apply to provision of contrilmstifor the first and second
guarters of 2020.

The government has approvéd draft act amending Act No. 355/2019 Coll., on the state budget of
the Czech Republic for 2020. This bill includes undercaisis measurefcreasing the insurance
capacity ofthe Export Guarantee and Insurance Corporati(8GAP) from CZK 188 to 330 billion.
The aim of these measures is to activate approx. CZK 142 billion for bolstering the liquidity of
companies. In this complicated situation it is necessary to react quickdy caeate efficient
instruments, especially for supporting manufacturing enterprises with export potential. The EGAP

4 Wtih Resolution No2730f 23 March2020.



instruments will be expanded to include provision of guarantees for loans to exporters and
manufacturers (export suppliers) for operationigbour capital and costs for maintaining and
expanding business.

The government has also approvede programme Czech Rise Up Smart measures against
COVIBL9, which was prepared by the Ministry of Industry and Trade (MIT). The programme was
created baed on an analysis of needs drawing from a broad survey among relevant entities from the
business environment and innovation sector.

The aim of this programme is to support rapid implementation of new solutions that can help in the
fight against coronawvirs, including measures to mitigate the impact of further spread and
subsequent addressing of consequences of this situation. It will also be possible to use the
programme to support projects for new solutions in the fight against CQYlin the form of fuding
necessary costs for rapid implementation of innovative solutions into practice. Aid applications will
be able to be submitted during April of this year, with an allocation so far of CZK 200 million, which
can be increased if needed.

Another MIT progaimme approved by government Resolution No. 294 of 23 March 2020 is the
programme COVID TechnologyThe objective of this programme is to increase the production
capacity of Czech SMEs to produce medical supplies and implements including disinfectathie with
overall programme budget being foreseen at a minimum of CZK 300 million.

On 4 May 2020 the government took under advisement the MIT's plan to contribute in the form of a
subsidy programme to businesses hit by the government's restrictive preventiveumesatocover
rent for their premises

Starting 20 March 2020, the Czech Trade Promotion Agency (CzechTrade) reacted to the current
situation arising due to the COVID pandemic by introducinfyee individual export counselling in

58 countries both viathe employees of its Prague headquarters and foreign offices. In addition to
standard services such as market screening, compiling a database of potential contacts, analysing the
competition and testing product interest, it also offers free assistanceorapanies in dealing with

crisis situations abroad that have arisen for example in shipping goods due to delays at the border or
confiscation over customs issues.

During the state of emergency due to the spread of coronavirus, the Ministry of Foreigrs AH&A)

and embassies are helping business owners to deal with problems occurring in foreign markets.
Contracts are being affected by the complicated logistics of trade operations, growth of trade
restrictions and turbulent demand. The integrated foreigetwork of Czech embassies also helps
analyse opportunities and seek out suitable business partners. These services are provided for free or
with significant state support. The MFA is also preparing webinars and individual consultation with
economic diplorats that can help entrepreneurs get their bearings in the current situation and
which outline opportunities in the given countries. In cooperation with business associations, the
MFA has launched an instrument for supporting economic activities abroatledn@ROPEA, which
allows Czech entrepreneurs abroad to make use of the services of local experts to ensure continuity
of business relations and resolution of logistical and other problems associated with emergency
measures. PROPEA has had a pilot laundB icountries.

° With Resolution No2770f 23 March2020.



With Resolution No. 302 of 26 March 2020, the government has freed up funds in the 2020 budget
heading of General Treasury Administration, item Government Budget Reserve, of up to CZK 1 billion
for the budget heading of the Minsitry of Aguiture (MAQ) for providing for the current measure of

the Support and Guarantee Agriculture and Forestry Furehsure food seksufficiencyand reduce

the impact of the crisis situation caused by the coronavirus pandemic.

A homecare allowance will begid out for the whole period of school closuresssuming a child is

less than 13 years old or if the caregiver is taking care of a disabled person or persons.-For self
employed persons that stay home in order to ensure care for children ag&d the statewill
contribute an amount of CZK 424 a day. All-eeiployed persons whose sole income is from their
business will be allowed to defer health and social insurance payments for up to 6 months. This
deferral concerns the amount of the minimum premiums, GZK 486. The government is also
compensating selemployed personswhose places of business have been closed due to the
coronavirus epidemic with a oraff amount of CZK 2800. Further direct support for the self
employed of CZK 500 a day is now dieong applied to the period from 1 May to 8 June. On 4 May
2020 the government also approved a draft act on a compensatory bonus, which will offer similar
support as selemployed persons received to the partners of small limiiaility companies. The
programme will be focused on companies with at most two partners, with both being able to apply
for support, or with more partners if they are members of a single family.

In midMarch 2020, after the state of emergency was declared in the Czech Repubtleanarders
closed,accepting of requests from thirgbarty nationalsto enter the Czech Republic for purposes of
employment wasstopped effective immediately. In inteministerial cooperation (MLSA, MI, MIT,
MFA, MAQ), measures were addressed for utidjsimd connecting available labour of thirduntry
employees within the Czech Republic in danger of losing their employment with employers who were
looking for new labour (particularly in the field of agriculture).

Tax policy

Two liberation packages wesslopted.Liberation Package theans acrosshe-board waiving of the

fine for late filing of personal and corporate tax returns, waiving of the fine for late tax claims and
acrossthe-board waiving of fines for late filing of inspection reports in the amafrCZK 1000 that
arose between 1 March and 31 July 2020.

Liberation Package Hpplies to waiving of the June advance tax payment for personal and corporate
income tax, acrosthe-board waiving of the fine for late submission of tax returns for reahtest
acquisition tax and suspension of the obligation to keep electronic records of sales for entities that
fall under all phases of the electronic records of sales scheme (EET). Launching of the final phase of
EET has also been postponed. Implementatiolosd carryback is also planned.

Social policy

In order to protect the most vulnerable parts of the population, the government approved further
social measures. The MLSA prepared a legal draft of extraordinary measures, the goal of which is to
ensure smodh and timely provision of nemsurance social benefits for the duration of the state of
emergency. The measures, which include simplifying administrative procedures and preference for
remote communication with clients, are to allow for expedition and dification of benefit
accessibility and flexible response to (sudden}d## in income. In particular, the housing allowance

8



and material need benefits are of increased importance, including emergency immediate assistance,
through which funds flow to atisk groups in order to cover costs for housing and basic necessities.

State budget, monetary policy and macroprudential policy

A draft amendment to the act on the state budgetor 2020 was approved, envisaging overall
revenue of CZK 1.4282 trillion and expenditure of CZK 1.7282 trillion. The deficit will thus total CZK
300 billion (which is CZK 260 billion higher than in the originally approved budget).

On 17 March 2020, the Czech National Bank (CNB) reduced thedwlo repo rate by 50 basis
points t01.75% and subsequently on 26 March 2020 decreased it a further 75 basis points to 1.00%.
The CNB also revised the countercyclical capital buffer for exposures located in the Czech Republic.

Also going through the legislative process wasaarendment tothe Act on the CNBo loosen up

the current restrictions on free market transactions. Thanks to this, up until the end of 2021 the CNB
will also be able to trade in instruments with a maturity of over one year, including with entities
other than just banksnd savings and credit unions. Now the central bank can have trade partners
that include for example insurance companies, pension companies, and other institutional investors.
In the case of trading in government securities, the amendment does not binealian on monetary
financing of state and public institutions.

Use of EU funding

Under the programmes financed from EU funding, it is being considered that funds could be
transferred into areago support businesses affected by the consequences of the ocardrus
infection. The Czech Republic has supported the accelerated adoption of two packages of
modifications to the general regulation under the Investment Initiative Reacting to the COVID
Pandemic, which allow more flexible use and more rapid fream@f funding allocated under the
structural and investment funds. Thanks to more flexible transfers of resources under OP EIC (CZK 6
billion), it will now be possible to use these funds for loans and guarantees provided via the CMGDB.
The government haslso welcomed the new package of Commission proposals from the start of
April, which allow further flexibility for the use of EU structural and investment funds, in particular in
terms of transfers between funds, increasing the level eficancing or easig the rules for thematic
concentration and reducing administrative burden. An analysis is underway at the national level of
not yet committed funding from the individual operational funds with the goal of identifying possible
transfers to where the fundsould be used flexibly to address the consequences of the pandemic.

The government has also approved freeing up CZK 3.3 billion from the state budget feurtde
Development Programme for 2020 hese funds should help deal with the crisis situation of
businesses in agriculture and the food sector. The main reason for support is ensuring feod self
sufficiency. The change to the programme document will be conferred with the Commission.

Healthcare funding

In the healthcare sector, a reduction in planned ag@ns and outpatient examinations is taking
place, and by contrast so is a growth in the costs of providers in the hospital and laboratory segment
in connection with COVHD9. Health insurance companies are reacting flexibly with a range of

6 Fa more detail on the revised countercyclical capital buffer, see se8tidn 4Stability of the financial sector



targeted meastes, whereby with the help of advance payments they are stabilising the-stront
financing of providers and are increasing the advances to those providers facing increased costs
through an individual contractual policy.

On the revenue side, significantdrop in the collection of insurance premiumis expected this

year, to the tune of CZK 50 billion, which is caused by the drop in wage growth and the government
measures in terms of seéfmployed persons paying premiums. To compensate this-dffjghe
government has increased the payment of premiums for statesured personsFrom 1 June 2020

the payment for a staténsured person will increase by CZK 500 and from 1 January 2021 it will rise
by another CZK 200, which will provide an additional CZK lighlihis year and CZK 53 billion next
year, depending on the development in the number of stiaisured persons.

Despite the increased payments for statsured parties, this year there will be a drop in overall
revenue and growth of expenditures on heraare, which will be felt in a significant increase of the
deficit in the health insurance system in the order of tens of billions of CZK, which will however be
possible to cover from insurance company reserves.

Education

The measures adopted by the gomment do not have a negative influence on school system
funding from the state budget in 2020.

A crucial element for kickstarting the education system are "templates”, with which more than 75%
of schools in the Czech Republic have plenty (many yearsjpefience. On 31 March 2020 the
Ministry of Education, Youth and Sport (MEYS) declare@itthevave of templatesfor nursery and
primary schools. These create the conditions for schools so that they can better cope with the
current situation. The call isup so as to support all nursery and primary schools that express an
interest. The announcing of this call is key for overcoming the impact of the pandemic, as it provides
schools with such things as staffing support for educating studentslabf scllastic failure, as well

as activities for tutoring pupils, tandem teaching, etc., which constitutes significant support for
pedagogical workers in overcoming the consequences of limitations on school instruction during the
school closures. The 3rd wavetemplates makes use of nearly the whaleailable allocation of OP
Research, Development and Education (RDE) of the European Social FUund@BS®DE no longer

has any free allocation available under the European Regional Development Fund (ERDF).

In readion to the COVIEL9 pandemic, the Technology Agency of the Czech Republic (TA CR) adopted
a decision on the possibility of expanding research topics related to this pandemic for beneficiaries of
projects being implemented. They could also apply for a budwrease in accordance with Act No.
130/2002 Coll. At the same time recipients from the GAMA 2 programme were approached to
consider priority support for suprojects dealing with research related to COXD In the prepared
DELTA 2 programme for intextional cooperation, the TA CR also called on international partner
agencies to consider focusing projects on research related to GCVID

Measures in the field of justice

The government has approved a draft act that reacts to the main problems peopleuarently
facing in regards tocourt proceedings in the field of executions and insolvency, and in the
functioning of legal persons, e.g. corporations or cooperatives. The proposal thus provides for
expanding the possibility of forgiving missed deaglinn court proceedings if the deadline was
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missed as a result of restrictions stemming from the emergency measures adopted in the fight
against the spread of COVID (mandatory quarantine, restriction on movement and gathering of
people). For the duratio of the emergency measures, the decisioaking of legal person bodies

was also simplified making use of technology or correspondence voting. At the same time, automatic
extension or renewal was established for the term of members of elected bodiesxpatd during

the emergency measures (with the given person's consent). The deadline for convening a general
meeting or cooperative members' meeting to discuss the regular annual accounts has also been
extended, by three months from the day the emergenagasures end.

In terms ofinsolvency deferral of the obligation of a debtor to submit an insolvency petition if it is in
bankruptcy has been allowed for example, by six months from the emergency measures, and it has
also been established that no accountaihbe taken for a creditor petition filed up to 31 August
2020. Aside from this, an emergency moratorium has been introduced offering business owners a
special protective regime (preventively before as well as after the insolvency petition has been filed)
during which they are protected against a bankruptcy decision and allowed to operate their
business.In addition to this, the rules for debt relief commenced before the major amendment in
2019 have been relaxed to help debtors that have a problem withoa or loss of income (debt
relief commenced after the 2019 amendment was already more flexible). In terms of executions this
problem is already resolvable by the existing institution of execution postponement, which can be
requested repeatedly. Based dliscussions with MPs however, further measures were also prepared
that should assist debtors facing execution, e.g. actioedoard postponement of certain methods

of execution.

3.1 Macroeconomic stability
3.1.1 Tax policy

The government's priority is ransparent tax environment, minimising distortion, reducing the
administrative difficulty of tax collection, digitisation and protection of health via the tax policy. Also
wrapping up are projects in the field of fighting tax evasion.

The Ministry of Fiance (MF) is submitting a bill thanks to which ttheeduction obligations and
administrative demands of doing businessill be significantlysimplified for small tradespeople
from among the selemployed. Entrepreneurs whose annual income does not exce&d1GHillion

will be able to rid themselves of the obligation to file three different forms for income tax, social
insurance and health insurance through a singlertia¢ tax. They will also be able to pay income tax
and insurance premiums with a singlaypnent to the tax administrator.

Revision and gradual abolition of the established tax exemptions will considerably help in reducing
the administrative burden of tax collection. One of the goals of the forthcoming legislative
adjustment to the Income TaxcAissimplified provision of the meal allowancéor employers and
reducing the transaction costs for both employers and businesses receiving payments through meal
vouchers. Thanks to this, the law will allow small business owners to also make use oéaghe m

! The moratorium also protects the debtor against termination of contracts for supply of energy, raw materials, goods aed,sardi
alsoallows it to pay commitments directly related to preserving business operations before older debts. After the emergenoyiunorat
ends, the insolvency register record will be made inaccessible, which will prevent the effects of negative publicitneBiseses should
provide business owners time to deal with the problematic situation caused by the coronavirus without being at risk @fidysolv
proceedings.
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allowance system as an employee benefit, as well as those who have not joined the system of
distribution of meal tickets through vouchers or meal cards.

Another planned change that will have a positive effect in terms of reducing the administrative
burden of business entities igroviding for a new legal treatment of accounting in the Czech
Republicso it can succeed in the European economy and changing world. The new legal treatment
includes rationalisation of the scope of regulatory instruments. &mtipular, the planned new
organisation of legal regulations governing accounting will better reflect the real needs of affected
accounting units.

Digitisation of tax administrationcontinues to be a priority, as does a more {ut@nt approach. The
project MY TaxegModern and Simple Taxes) remains the flagship for gradual digitisation of tax
administration and fundamental clierside simplification and an accommodating approach for
taxpayers. The expected date for it to take effect is 2020.

Due to theestablished policy of not increasing the accessibility of commodities that are harmful to
health, steps were taken timcrease the excise duty rates on alcohol and tobacco prodtis plan
for excise duties on tobacco products is divided into severakyea

The Czech Republic is still endeavouring to introdubéaaket mechanism for the transfer of tax
liability that would substantially reduce the remaining valagded tax (VAT) evasion. The Czech
Republic is currently discussing extension of the grdmtxemption.

A proposal for aigital services taxs in the legislative process, being based on the draft directive on
a common system of a digital services’takhe unilateral measure is proposed as tilingited. The
Czech Republic strongly supportenw on a global solution under the Organisation for Economic Co
operation and Development (OECD).

Next year the lastvave of EEWwill be launched, involving all remaining sectors. This is connected
with the launch of a "paper" registration system for thmallest entrepreneurs and a reduction in
the VAT rate for selected services with a high level of human labour and certain other goods.

Another important instrument in the fight against tax evasion at the international level is the
constantly evolving meanism of international exchange of information concerning tax
administration. At present the implementation of a new range of information is underway, which as
early as October 2020 is to be shared by EU Member States under the system of automatic exchange
of information. This is standardised information on tax optimisation schemes that are deemed a risk
in terms of evading tax obligations.

As part of the support for international standards of proper tax administration, the Czech Republic
has undertaken toexpand the scope of provisions concerning the taxation of controlled foreign
companies (without examining other decisive factors for application of these provisions) to all

8 This includes setting upMY Taxeportal, which will be a virtual Financial Office that indtia will offer taxpayers the option of pfiled

in tax forms featuring the taxpayer's basic data, wage input from their employer and data from third parties that are imnfoorthe final
assessment of the tax obligation (information from banks argien funds). An integral part of the digitisation of tax administration is
streamlining tax collection using software (analytical) instruments and managing supervisory activity with the suppopwgécom
technology in order to reduce the burden on taxtities caused by supervisory activities. The MF publishes information on the project on
the websitehttps://www.mfcr.cz/cs/verejnysektor/dane/mojedane/aktualniinformace

° Proposal for a Council Directive on the common system of a digital services tax on revenues resulting from the proeiidm difyital
services, COM/2018/0148 fina2018/073 (CNS).
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companies/controlling persons whose controlled companies are a resident of a rgoont
jurisdiction included on the list of necooperating jurisdictions. In such a case, the activities of the
foreign controlled entity will now be viewed (in terms of income tax) as if they were realised by a
Czeckcontrolled company.

3.1.2 Budget fram@ork

An amendment has been preparedo Act No. 218/2000 Coll.,, on budgetary ruledealing in
particular with the area of programming funding with the aim of streamlining data on provided
subsidies. The government passed the proposal on to the ChambeampotiBs. On 24 January 2020

it went through the first reading in the Chamber of Deputies. The proposal was assigned to the
Budget Committee, which took it up and recommended it be approved with the proposed
amendments it submitted.

3.1.3 Longerm sustain®ility of public finances

The Czech Republic is currently evaluated by tbher@ission(in the report Debt Sustainability
Monitor 2019) as acountry without significant fiscal riskover a oneyear horizon and in the
mediumterm perspective, while from thgerspective of londgerm sustainability it faces a medium
risk. According to the Commission's most recent data, the-teng sustainability indicator (S2) has
reached a value of 4.8% of the gross domestic product (GDP). In the last two years thisritndisat
grown by over three percentage points. The reason is the impact of the projected increase in costs of
aging (according to thé 2 Y'Y A a Agin@ RePadt 2008 which in terms of size is identical to the
value of the whole indicator. Nearly 50% of theowth in aging costs is accounted for by pensions
followed by longterm care with an impact of around 20%. The influence of the initial budgetary
position is neutral. According to the analysis of debt sustainability that supplements the sustainability
assessment, the Czech Republic numbers among the countries with a low risk.

Pension system

The year 2019 was the third in a row wheéneome from pension insurance premiums exceeded
expenditureson pension insurance benefits. In the MLSA budget headingrpusuof insurance
premiums over expenditures of nearly CZK 20 billion was reached. At the same time there was a
turnaround in the unfavourable trend of a falling ratio of average pension to salary, with this ratio,
according to estimates, increasing b @p in 2019 to 38.6%.

Measures adopted in recent years to ensure the adequacy of pensions have thus worked and begun
to fulfil their purpose. For the same reason, tRension Insurance Act was amendeuer the course
of 2019, guaranteeing an increase lretaverage pension of at least CZK 900 starting January 2020.

In February 2019, th€ommission for Fair Pensiortsegan its work as an advisory body to the
minister of labour and social affairs. During its meetings, the commission dealt with a number of
serious issues with the Czech pension systemiscrepancies between the pensions of men and
women, ensuring earlier retirement for people in physically demanding professions, and the low
efficiency of supplementary pension schemes. Since September, the issions activity has been
almost fully devoted to more markegarametric reform of the pension systejwhich consists of
creating a robust- zerolevel — solidarity pillar and a fully insured first — pillar for the pension
system. In January 2020, thr@essible variants were presented, differing with how the individual
parameters were set up and also by the expected impact on public finances. Therongnpact of
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variants considered range from a drop in expenditures of approximately 0.5% of the @&GDP t
increasing the expenditures by 1.5% of the GDP. The proposal is currently being discussed by the
coalition council.

In parallel, a proposal is being prepared for dealing with earlier retirememebyle in demanding
professions This proposal should Hegislated over the course of 2020 once the governing coalition
has agreed on all its points. The planned solution should affect approximately 10% of all employees.
In terms of the budget, in the first years the measures should bring additional incoméhmistate
budget at a level of 0.2% of the GDP due to the higher emplogiel premiums in demanding
professions; longerm, after 2040, the growth in revenue will be outweighed by increased costs,
again at approximately 0.1% of the GDP.

The OECD is prapng astudy mapping the situation in the Czech pension systémluding variant

reform proposals. In January 2020 an OECD mission was in the Czech Republic, with the aim of
acquainting itself with the thoughts of various stakeholders. The report itkelfild be released in

July 2020.

Healthcare expenditures

According to thecash balancegublished by the MF, in 2019 the public health insurance system
operated with total revenue of CZK 332.5 billion, which is an increase of 7.3% compared to 2018. The
overall expenditures for last year totalled CZK 319.1 billion, and the total cash balance of the system
exceeded CZK 13 billion. Thanks to positive economic management, it was possible to increase the
bal ances in health i nsur &Kd&e5 hbilionmapd thd eadsof 20f0unds t o

According to thehealth insurance companies' health insurance planmsvenue of CZK 350 billion

was expected in 2020, which is a yeasryear increase of CZK 17.5 billion. For reasons associated
with the onset of tle COVID pandemic and the adopted government measures, income of CZK 320
billion is now expected. At the same time, 11 of 14 segments of medical services came to an
agreement for the year 2020 under a conciliation procedure, with an agreement not beingeceac

only for the segments of acute and follawp inpatient care and homecare, for whom the Ministry of
Health (MH) subsequently laid down the reimbursements itself in a reimbursement decree. For those
segments that did come to an agreement with under chatbon, the reimbursement decree also
increased the reimbursements as part of an overall appreciation agreed at the government level. The
overall expenditures for 2020 are expected at CZK 358.4 billion, which is a record increase of CZK
39.3 billion (of vhich at least CZK 34 billion represents a growth in costs for medical services, broken
down as CZK 28 bhillion through the reimbursement decree and CZK 6 billion through individual
insurance company payments). The expenditures in certain segments couidrtiie¥ in connection

with COVID. For the year 2020 a considerably negative balance is expected in the system to the order
of several tens of billions of CZK, which will significantly reduce the balance in health insurance
company funds.

The CDRG systerfor inpatient care Diagnoses Related Group Systeemains a key measure for
increasing the efficiency of healthcare provisioft is expected that the CGZRG system will have
been fully implemented into the reimbursement mechanisms for acute care ifi.Z02e exact form

and scope of implementation will be specified during 2020. The system provides a fundamental
starting point for modelling public expenditures on provision of acute inpatient care.
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Activities related to expanding the competencies of geheractitioners and laying down the rules
between primary and specialised care were launched in 2019 as pprinadiry care reform These
steps should help optimise the use of outpatient care and settings for management of chronic
afflictions. In 2020, mesures will then be launched to increase the accessibility of primary care, in
particular by creating joint practices along with ensuring standardisation of facilities. Support should
also commence for education of young physicians at medical facultiegjatiped training and
support for primary care trainers.

An important step in terms ofligitising healthcarethat goes handn-hand with changes in how
primary care is configured is the sharing of a patient's medication record. A legislative change to Act
No. 378/2007 Coll., on pharmaceuticals, effective from 1 December 2019, established a "shared
patient medication record", which allows physicians and pharmacists to take into account the
specific patient's existing medication history when providing health services, helping prevent
adverse interactions between medications and duplication and ensuring a higher level of patient
safety. Access to the shared patient medication record will open up during 2020.

3.1.4 Stability of the financial sector

The stalility of the financial sector is regularly assessed by the CNB. The results of this assessment
are published twice a year in the publications Financial Stability Report and Risks to Financial Stability
and the Indicators. In connection with this evaluatitmnice a year the CNB also assesses the settings

of its Recommendations on Management of Risks Associated with Provision of Retail Credit Secured
by Residential Real EstdféThese Recommendations, which inter alia contain the upper limits for
the indicabrs LTV, DTl and D8Tare nevertheless not currently legally enforceable. For this reason,
the CNB along with the MF has submittedii@aft amendment to the Act on the CNEBhto the
legislative process, which includes the power to set an upper limit ®afbrementioned indicators

in a legally binding manner. One of the objectives of the bill is to ensure equal conditions on the
market and prevent unfair competition among providers in the future, when foreign institutions that

do not fall under the prudetmal supervision could start providing mortgages to a much greater
extent. The draft amendment to the CNB Act was approved by the government in June 2019 and in
January 2020 it was taken up by the Chamber of Deputies in the first reading. The fact tG&Bhe

does not have the power to set an upper limit on loan indicators in a legally binding manner was also
mentioned in a warning from the European Systemic Risk Board in terms of risks associated with the
residential real estate market of 27 July 2019 imdded to the Czech Republic.

As is described in chapter 2 Macroeconomic outlook, the considerably unfavourable development of
both the domestic and global economy in connection with the coronavirus pandemic will in all
likelihood cause a shift in econorsiénto a downwards phase of the economic and financial cycle.
With the goal of supporting macroprudential space for lending to the real economy, the CNB has
partially loosened the countercyclical capital buffer (CCyB) from the current level of 1.75%v&d a |

of 1% (as of 1 April 2020). In order to fulfil the purpose of loosening the CCyB in a situation where
cyclical credit risks have not yet actually materialised in banks' balances and capital positions, the
CNB has recommended postponing the paymentdofidends until the acute and lorgrm

®See CNB Recommendationslaflune2019 13 December2019and 1 April 2020

" The ratio of a loan to the value of an assktanto-value(LTV)the ratio of a debt to a loan applicant's net incomeebt-to-income

(DTI) and the ratio of the total debt service to the loan applicant's net incedebt servicgo-income(DSTI). Since 1 April 2020, the CNB
has immediate abandoned the obligation of assessing new mortgages according to the DTI indicator in reaction to the eziagdrity b
by the Coviell9 pandemic.
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consequences of the pandemic on the economy have subsided. At the same time it adjusted the
limits of the Recommendations. It increased the DSTI limit to 50% and LTV to 90% with the possibility
of exceeding each ohe limits by 5%, and made the DTI limit Aginding, as in the current situation

they could be overly strict.

3.2 Fairness: housing, work, social policy and education
3.2.1 Housing

According to the data of the Czech Statistical Office (CSO)ftle price of flats in the Czech
Republic rose 53% from 2010 to 2019, in Prague by more than 75%. Flats are aaswught
investment commodity for owneoccupied housing and for lostgrm rental, or potentially for
foreign investors, in addition as a business @ctj especially in attractive locations, they are rented
out via online platforms as private tourist accommodations. This trend represents a major social
problem and it must be rapidly addressed systematically. The issue of a large amount geshort
rentals via online platforms, utilised primarily by foreign tourists, is now clearly visible (the sudden
influx of flats for rent, especially in the centre of Prague). This is also compounded by the strong
factor of insufficient residential construction, pamtlarly due to its low intensity, with roles being
played by poor investment preparation and building permit processes, as well as lack of
infrastructure and slow revitalisation of brownfields, especially their ecological burdens.

At the same time, therés a persistent preference in the Czech Republic for own housing through the
purchase of real estate. According to the CNBrtgagesfor housing amount to more than CZK
1.2363 trillion in 2019, building savings loans CZK 82.2 billion, and other rea lestas CZK 11.2
billion.

In recent years, the high volume of newly granted loans in the conditions of growing residential
property prices has been supported by dynamic growth in household income and the relatively low
interest rates in this segment of ¢hcredit market. An increase in household debt levels would thus
increase their problems in paying off loans in the case of an economic downturn. Roughly a fifth of
Czech households are paying off housing loans, most frequently couples with childreriolven
income households do not steer clear of mortgages or building savings loans, having few alternatives.

In 2018, as a result of the rapid growth in mortgages, the CNB isRaedmmendations on
Management of Risks Associated with the Provision of Reta#dit Secured by Residential Real
Estatein accordance with the prudential procedure. These recommendations concerned the limits
regarding the indicators DTl and DSTI.

The macroprudential measures and associatedsaneply of the market before they tookffect in
October 2019, the low offering of real estate and the worsened affordability of housing caused a
drop in the number of new mortgages. In 2019 the volume of actually new mortgages (i.e. not
including refinanced mortgages) fell yeam-year by 13.6%in part due to presupply in 2019.
Providers adapted to the regulation in part by offering new types of products, e.g. making use of the
space for exemptions from LTV to specifically target mortgages at younger applicants, introducing
new products suchsathe relay mortgage (allowing parents to take out a mortgage instead of their
offspring and only passing it on once they could handle the payments) or mortgaging a mobile home
(to get money to purchase a mobile home without a house number).
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Neverthelessthe current emergency measures of the Government of the Czech Republic and other
countries that have been adopted in connection with the CGMIPpandemic are also impacting the
whole area of housing (supply, demand, construction, loans, rent, etc.).

The Mnistry for Regional Development (MoRD) is responsible forHbasing Policy of the Czech
Republic until 2020 (reviseffom 2016. In 2019 work began on assembling material forea
housing concept for the period 2021Hhe proposal section is currenthging worked on and the
new concept should be presented to cabinet by the end of 2020.

Acceleration of housing constructiotis a longterm goal. Aside from partial amendments to the
current Building Act, which aim to speed up the processes required f@irobg a building permit,
work is also being done on recodifying public construction law, which is one of the government
priorities—for more see chapter 3.3.1 Investment policy.

In order to improve the enforceability of law and the functionality of hagsceownership, the

MoRD and the Ministry of Justice (MJ) have preparedarmandment to the Civil Codand the act

on transfer of ownership rights to units and group houses of certain housing cooperatives. The goal is
to simplify and speed up the creatiorof owners' associations(and also to describe more
management of buildings and land without the creation of a unit owners' association). An
adjustment of the transfer of a unit owner's debtashen transferring a unit has been proposed and

it is proposed tat pre-emption right be abolished and the system from before 2018 be returned to.
An amendment to the Civil Code, the Corporation Act and certain other related acts has been
approved and will take effect 1 July 2020.

In terms ofregulating the real estatébrokerage market the Real Estate Brokerage Kabok effect
on 3 March 2020. The law should help cultivate the real estate market and increase the protection of
those interested in purchasing or renting real estate.

A draft of Act No. 113/2020, amenditie Act on the State Housing Development Fiimad several
other acts was approved with the goal @fpanding the powers of the State Housing Development
Fund (SHDF) to include support for regional development. In light of the fact that with this
amendmer the fund's focus is expanded to include investment in support for regional development
and tourism, as of 1 June 2020 it is being renamed the State Investment Support Fund (SISF).

In reaction to current developments on the housing market, a discussietbeen launched between

the MoRD and MLSA on the topic affordable housing and possibilities for supporting. iThe
government has long been concerned with the deteriorating accessibility of housing and the
associated social problems. Now a draft Afesth Housing Act has been incorporated into the
Government Legislative Work Plan for 2020, which should focus both on adjusting social housing and
on the possibility of housing for persons without limitations, which should expand the number of
people who ae able to provide housing for themselves, plus regulation of stesr rentals through
online platforms. The MoRD is responsible for the draft Affordable Housing Act, which should be
submitted by the end of 2020. At the same time t8ecial Housing Cornuteof the Czech Republic
2015%2025is being updated by the MLSA, with the changed titlé&fibrdable Housing Concept of

the Czech Republic 262025 Agreement has not yet been reached among all the ministries on this
proposal however.

2 ActNo. 39/2020Coll
3 ActNo. 211/2000Coll
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Norrinsurance soclabenefits play an important role in securing affordable housing forifmeme
households, preventing loss of housing and ensuring its sustainability. The MLSA has prepared
changes to the legislation revising and harmonising the provision of state beappbrt in the field

of housing. Thaiscussed proposal for housing benefit suppaims to simplify the system, expand

the legal right to benefits, and define eligible housing costs. It is also considering expanding the
conditions for the right to statesupport by incorporating testing of beneficiary activity (e.g. in the
form of finding employment) and compliance with stipulated rules (e.g. proper school attendance of
children). Further adjustments under discussion are minimum basic standards for hqualitg and

the factuality of use of housing and lack of means. Currently the draft is inmmtesterial comment
procedure (ICP), but a consensus among ministries has not yet been reached on it.

Support for social housing

The MLSA realisesmcial housng supportthrough the projectSocial Housing Methodological and
Information Support in the Field of Social Agenflaanced from the European Structural and
Investment Funds (ESIF). This support is based in part on international cooperation and the
transmission of good practice, project research activities, and of course consultation sessions with
key actors on the issue. A contact centre has been set up by the MLSA to broker methodological
support. The base document is the governmapproved Social Hasing Concept of the Czech
Republic 20162025.

Close cooperation was established in the project with 16 municipalities of various sizes across the
Czech Republic. The project was also expanded to include the key activity Housing First Support,
which concens support for the implementers of these projects, under call for submissions 108 of OP
Employment (OP E} Support for the Housing First Programme. At the aforementioned contact
centre for the Social Housing project, support is also offered to unsucateggflicants (under call for
submissions 108) and other municipalities that are determined to address the issue of housing in
their community. ASurvey of Neighbourhood Relations and Attitudes to Social Howamgealised

under the project on the basief a public tender, the researcher of which was the Institute for
Evaluation and Social Analysis.

At the start of 2020 the assessment of all individual calls for social housing under the MoRD's
Integrated Regional Operational Programme (IROP) was compl€at 80 Social Housing Il was
increased by CZK 400 million from the ERDF, so a total of approx. CZK 3.9 billion was available for
social housing from Specific Objective 2.1 of IROP. Applications continue to be accepted in 2020
under the "integrated callsof IROP- integrated territorial investment (ITl), integrated territorial
development plan (ITDP) and commuHigyg local development (CLLBho. 83, 84 and 85, where

there is still approx. CZK 600 million available up to the end of 2023.

Housing suppdrprogrammes

Support under subsidy and loan programmes in the field of housing falls under the MoRD and SHDF.
The MoRD supports the housing policy through the programivessing Supporeind Housing
Support in Areas with a Strategic Industrial Zone .(Sh&)Housing Suppomprogramme is broken

down into 3 subprogrammes.

In terms of the amount of allocated funding, the most important of them is the-@molgramme

Assisted Flatawvhich is focused on creating flats in the Czech Republic that serve for thsiqnoof

social housing for persons that are at an economically inactive-agaiors—and persons who have
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difficulty accessing housing as a result of special needs resulting from their unfavourable social
situation. Subsidy beneficiaries are designatgpes of legal persons including municipalities. Two
subsidy titles were announced for 2020 under this-pubgramme— Nursing Flatand Community
Retirement Home (KoDy$yith a total allocation of CZK 260 million, under which an applicant can
draw up toCZK 60000 for the creation of a single flat with regulated rent.

The target group of future tenants fawrsing flatsis senior§'in an unfavourable social situation or
persons who are dependent (for health reasons) on the assistance of another na¢usah. What

this means for these people is reacquiring or extending theirssdffciency and independence, while

also allowing effective provision of field social care services. FdfabriSubsidy title with a target
group of persons over 60, in atidh to maintaining selsufficiency and independence it supports a
community way of life on the principle of neighbourly assistance thanks to the shared home spaces
for leisure time.

Another programme ifRResidential Homes without Barrieterough which he MoRD cdinances up

to 50% of the structural modifications allowing for barrfeze access to the building and the lift in
apartment buildings with four or more floors (maximum CZK @D per entrance) and construction

of lifts in apartment buildingthat never had one (up to CZK per lift). The subsidy beneficiary
can be (ceowners (natural and legal persons including housing cooperatives and municipalities) and
unit owners' associations. The allocation for 2020 totals CZK 165 million.

The thid subprogrammeTechnical Infrastructuréocuses on expanding the offering of prepared
building lots (support for hooking them up to the infrastructure) for subsequent construction of
blocks of flats or singlamily homes. The beneficiary (municipalibgn use the subsidy to finance
construction of roads, water lines or sewers, and can obtain CZK®B@r each lot earmarked for
development.

The programmeHousing Support in Areas with a Slzpports municipalities located in an area
affected by the opeation of a major investor and rapidly growing offer of job opportunities
(specifically the Solnieckvasi ny zone in the Hradec Kr al ové
into the subprogrammesConstruction of Flats in Areas with a,Sihich is focused ro developing
municipally owned rental housing with an allocation of CZK 100 millionCandtruction of Technical
Infrastructure in Areas with a SliZhich aims to support the offering of prepared building lots for
subsequent residential construction, wieethe budgeted funds total CZK 20 million.

The SHDFsupports housing for example through tianel Programme 2013this year's allocation

CZK 200 million) as well as through the fawsulation Programmewhich is a financial instrument

of IROP SC 2.5duallows the provision of interedtee loans for energy modernisation of apartment
buildings under the condition of achieving overall energy consumption savings (at least 20%
compared to before modernisation), with an allocation this year of CZK 150milli

The Rental Houses Programmallows the applicant (natural and legal persons, including
municipalities) to procure rental flats for designated groups of disadvantaged persons through low
interest loang®. The loan can cover up to 90% of the investmersts@nd the repayment period is

up to 30 years from the completion of construction. The interest rate starts at 0.75% p.a. The

1 Age 65 and over

' Approved by Government Order of 13 January 2020

® These include persons aged 65+, adults under 30 or persons with low income, the disabled, and potentially people whdtigive los
homes due to natural disaster
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allocation for 2020 is CZK 400 million. The subsidyHmarsing Estate Regeneration Programimas
an allocation of CZK 120 nuilti this year. This year's allocation of tReogramme for Young Peope
CZK 830 million.

The Construction for Municipalities Programnalows a subsidy to be provided for procuring
municipallyowned social rental flats intended for households with lowomes and unsuitable
housing, and an advantageous loan for acquiring affordable municipally owned rental flats for the
general population in municipalities with insufficient infrastructure of rental flats. The budget for
2020 is CZK 340 million, with thegsibility of increasing it if necessary.

3.2.2 Labour market

As of 31 December 2019, the Labour Office of the Czech Republic (LO) registered a tot&3& 215
job seekers and at the same time 3987 job vacancies reported. Yeam-year the number of jb
seekers had thus fallen by D80, while the number of job vacancies compared yaayear was
16500 higher.

The level of unemployed persons fell yearyear in 2019 by 0.2 pp to a value of 2.9%. The high
demand for labour was reflected in a reductian longterm unemployment. At the end of 2019,
people registered as job seekers totalled 20.8% of all job seekers, which is 5.3 pp less than at the end
of 2018. The level of people with disabilities also fell by nearly 1 pp, while the percentage of the
elderly (55+), young people (under 25), and persons with only basic education remained practically
unchanged.

In 2020 the validity of the existingmployment Policy Strategy to 202@l end. The MLSA has thus
prepared a followup strategic document for th2020's, which will be submitted to the government

for approval in the first half of 2020 the Strategic Framework for Employment Policy until 2030
(SFEP). Its production drew on an analysis of the labour market development over the last 10 years
as well @ available information on future trends on the labour markdghe aging population and
impact of the 4th Industrial Revolution on the labour market. Also taken into account were the
demands placed on the employment policy by tbé&l Sustainable Developme@oalsand the
European Pillar of Social Rights

Along with the longerm vision of SFEP 2030, the first measures falling under SFEP have been
prepared for 2020. These are modifications in the field of brokering employment, active employment
policy andsupport for the disabled on the labour market.

Given the rapidly evolving situation caused overall on the economic field, thus also on the labour
market, in the first quarter of 2020 by the COMI® pandemic, which has significantly affected
conditions inthe Czech Republic as well, on 14 April 2020 legislative adjustments were rapidly
adopted in terms of job placement, as it was necessary to quickly allow for effective contact with the
LO, but not in person. One minor adjustment that had a fundamentabanhpn increasing the
accessibility of service provided by L@sdoing away with the obligation to submit a request for

" The SFEP is baseul four basic pillars. THest pillar is the field of prediction and preventiowith the goal of basing employment policy
on a functional system for predicting labour market developments and career guidanceeddra pillar is individualisatiopi.e.
implementing the employment policy based on the needs of labour market stakeheldbershey employees, employers or the
unemployed. Using a similar concept is #aaptability pillar, under which instruments boosting the adaptation of the labour market and
its stakeholders to changing conditions will continue to be prepared, i.e. preparations for the impact of the 4th InBesiiation,
demographic aging and ecological challenges.fiflaépillar, effectivisation focuses on boosting the developmentesfiployment

services and cooperation on the labour market.
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brokered employment in person at a LO branch. Such an application can now also be submitted via
remote access. Likewise, the obligatibas been abolished to do so at the LO contact office with
jurisdiction where the job seeker has permanent residence. Now a client can submit this application
essentially at any LO branch, or rather the one in whose district they regularly abide. Theeguofpo

this adjustment is to support regional mobility of labour and increase the accessibility of services
provided by LOs.

Other measures have already passed through the ICP and allow for greater individualisation of the
services provided by LOs to jokekers with the goal of providing them with proper support
adequate to their needs. Thywofiling of persons on the job market has been proposed based on
their level of disadvantage. A folleup measure is the proposal for a new tool of active employment
policy (AEPY job placements for the particularly disadvantagedrollowing agreement with the LO,

an employer would be able to set out such a job for a particularly disadvantaged person for a period
of up to three years. At the same time, they could rgeeh wage contribution, the amount of which
would decrease over time. The contribution is now proposed for dealing with specific employee
disadvantage&®

Further proposed measures aim to support the professional development of employees and
adaptation ofthe workforce. Based on prior experience with realising a project under Slppgort

for Professional Training of Employesxl projects preceding it, it is proposed thatantribution

for incorporation and professional development of employeés enshrird in the legislation.

The proposed changes can also help fulfil the relevant SDGs, in parB@& i@ Reduce inequality
within and among countrieand SDG & Promote sustained, inclusive and sustainable economic
growth, full and productive employmeand decent work for allParticularly reacting to these goals

are the aforementioned measures aiming to support persons disadvantaged on the labour market
and strengthening individual work with LO clients. Adjustments in terms of requalification and the
contribution for incorporation and professional development of employees then especially react,
aside from the SDGs above,3®G 4 Ensure inclusive and equitable quality education and promote
lifelong learning opportunities for all

In 2020 LOs will edinue working intensively with job seekers, in particular with the hoergn
unemployed. Key emphasis is on linking existing AEP instruments into more comprehensive wholes
so as to provide disadvantaged persons with "taittade" assistance. Under th@P E project
Support for Employing Lonterm Registered Job Seekerselected fundamental instruments of the

AEP are gradually being combined in supporting tengn unemployed job seekers on the labour
market. Thus counselling, requalification and creatiolgsj with a financial contribution are being
combined based on the needs of clients. One component for example is support for trial job creation,
i.e. shortterm job opportunities whose purpose is to activate lelegm unemployed persons with

the possibiliy of securing longerm regular employment.

A draft act on social enterprisehas been prepared, the goal of which is to support the business
activities of companies in which they can also employ {emgn disadvantaged persons on the free
labour market. Inautumn 2019 the MLSA took over preparing the law. Given that over 500
comments were brought to bear in the inteministerial comments procedure, and more than half of
them were crucial, modifications to the bill are currently being dealt with. Once themucrisis is

'8 This is provision of a financial contribution to an employer that has an interest in addressing specific disadvantageplfyiezs, for
example execution. Provision of a contribution to #raployer allows them to provide their employees with, for example, debt
counselling, even while they are otherwise working.
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over, the next steps in preparing the law will be taken up with the ministries in question so that the
legislative process can continue with a bill acceptable for all or at least most of the interested parties.

Changes have also been propdsin the field ofsupport for the employment of persons with
disabilities (PWD) A crucial matter is the proposal for differentiating the transfer of funds to the
state budget if the obligation to employed PWDs is not fulfifledccording to the proposab
employers that partially fulfil this obligation, the mandatory contribution to the state budget would
be reduced. The goal is to motivate employers in the free labour market to employ PWDs at least to
a minimum extent, and to reflect their efforts toodso. The project under Operational Programme
EmploymentDevelopment of a Support System for Employing Persons with Disabilities in the Free
Labour Market the goal of which is to support the brokering of employment to PWDs on the free
market through targéed work both with these persons and potential employers will continue to be
implemented. For this a network of counsellors specifically focused on advising PWDs and their
employees has been created under the LO.

Under OP E, the MLSA is realisingr@gect Labour Market Prediction (Compassyhich is focused

on setting up a system of prediction in the Czech Republic on the national and particularly the
regional level. Prediction of the future needs and trends on the labour market should be the basis for
making qualified strategic and conceptual decision, not just in terms of employment policy, but also
for example in setting up lifelong learning and in terms of future qualification needs or taking into
account regional differences in demand for qualificaio Also proposed is legislatively enshrining

the obligation of LOs to reflect not only existing labour market needs in selecting requalification
courses, but also the predicted development. Since 2018 the Czech LO has been conducting
"Employment Surveysh the individual regions based on a uniform methodology, which allows it to
monitor the current state and demand of employers for labour.

Women's participation in the labour market

The potential of women in the labour market is not sufficiently utilisedtie Czech Republic.
Although the employment rate of women in the Czech Republic is above the EU average, the
employment rate of women with small children numbers among the lowest in the EU (47.2% vs an
EU average of 63.1% in 2018).

The Czech Republic sdong had the highest level of impact of parenthood on the employment of
women, with the difference between employment rates of childless women and women with
children under six being 30.5 pp in 20%ghe Czech Republic is also the country in the EUthth
third greatest gender pay gap (GPG), which in 2b48s at a level of 20.1 % (EU average 15.7 %),
with the adjusted GPG being 11%, while in other EU countries it ranges around 58P Gredso has

a marked impact on the difference in pensions collddby men and women, in 2018 totalling 13% to
the detriment of women (EU average 338)he reason for the low employment of women with
small children is above all the unavailability ofghool childcare services and insufficient supply of
quality, flexble working hours, along with the low wage level that often prevents women returning

® Under Section 81 of Act N¢35/2004Coll, on employment, as amended.

Eyrostat, 2019. Employment rate by sex, age groups, ¢idued attainment level, number of children and age of youngest child.
Available athttp://ec.europa.eu/eurostat/data/database

*! Eurostat, 2020

?2 Eurostat, 2020.
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to the labour market from parental leave earlier. In 2018 only 10.8% of working women in #4¢ 20
age group worked in a patime position, while the EU average was 308%

As part of theOP E projec2% TO EQUALIT&Cused on reducing the gender pay gap,Astion

Plan for Equal Payg being developed, which will propose specific measures with the goal of reducing
the GPG. The project involves key actors on this issughy as the State Labour Inspection Office
(SLIO), the Office of the Public Defender of Rights, the LO, social partners and specific employers
from the public and private sectdt.

The Technology Agency (TA CR) has long been working with the issue ofl tilvdlvement of

women in research and devel opment, in part thro
supporting collaboration between the academic sector and businesses by involving university
students and young research workers under 35. The Ti& @iplementing output from the Horizon

2020 projects on gender equality and a responsible approach in research and innovation that it is
involved in into the ZETA project on a pilot b
successfully piloted n 't he ZETA progr amme, by which the w
women in an organisation can be calculated. Based on the submitted calculation, several applicants
received compensation. The Logib tool is not the only option for receiving a bonas fatvanced
environment of caring for human resources and gender equality; holders of an HR Award, TOP
Responsible Company, Company of the Year: Equal Opportunity and others are likewise accepted in
the ZETA and ETA programmes.

Childcare services

Despite he recent growth in capacity of pigchool childcare services, in part thanks to ESF support,
the offer of such services, in particular for children under three, is still insufficient. The attendance of
children under three in formal care facilities (9.1%)below the EU average (35.1% in 20%8).
Affordable, locally available, quality childcare services (particular fosgheol children) are one of

the most important tools for maintaining contact with employment during maternity and parental
leave and fo parents (re)entering the labour market. A higluality system of preschool education

is also an important instrument for addressing the possible social disadvantaging of children.

The Children's Group Atsets out the basic parameters for n@emmercal care of children from

one year of age until the beginning of mandatory school attendance. The concurrent amendment to

the I ncome Tax Act made employer costs connect e
deductible and gave a tax break torpats who make use of childcare services in connection with

their (re-)entry to the workforce. As of 31 January 2020, the MLSA registe®8d &ctive children's

groups with approximately 1800 spots for children.

Since 2016, the MLSA has been realisimg systematic projecSupport for Implementation of
Children's Groupsnder OP E, under which comprehensive counselling and methodological support is
provided to children's group providers to implement the Children's Group Act. The systematic project

% Eurostat, 2019. Futime and parttime employment by sex, age and educational attainment level.

Available athttps://ec.europa.eu/eurostat/data/database

% The project output includes for example quantitative analyses of the differenqesyjibetween men and women in the Czeap@blic

down to the level of the same position with the same employer, including international comparison, a report with theatayitsblic
opinion poll, an online wage/salary calculator, transposing the Swiss\saliation software for the employérogib to the Czech Republic
and more.

2 ECG, Country Report 2020.

% Act N0.247/2014Coll, on provision of childcare services in a children's group and amending related acts, in force from 29 November
2014
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under OP ESupport for Implementation of Child Care for Children Aged Six Months to Four Years in
"Micro/ NB OKSahb I yR t Af 2has als&keénigig regliFed sinke21pudrentiA O S
thereare 95 micrcer e ches on recor d awitonearlgd 380 glaces fOrzclildrén. Re p u
The project also includes a review of education standards for persons caring for small children in

order to increase the quality and professionalism of the provided service.

Currently anamendment to the Children's Gugp Actis being prepared in accordance with the
measures of the=amily Policy ConcepThe goal of this amendment is to improve the quality of
services provided, introduce the new service of caring for the smallest children in-enicre ¢ h e s
(enshriningthes er vi ce in the | egislation), introducing
providing for a system of national funding for such facilities. The amendment will ensure the
sustainability of existing childcare facilities, particularly for childunder three for whom there is

currently no legal entittement to placement in a nursery school, thus allowing such facilities to
expand their capacity in order to integrate working parents into the labour market, especially
women/mothers with preschoolage children. The introduction of children's groups and micro
créches also |l eads to the creation of new |jobs
amendment to the Children's Group Act was sent to the government for discussion.

Measures to supprt the reconciliation of work and private life

Effective 1 January 2020, several fundamental changes took place in the system of support for
families and parenthood through asmmendment to the Act on State Social Suppomtheoverall
amount of the parentd allowancehas beerincreasedfrom CZK 22000 to CZK 30000 (in the case

of twins and multiple births from CZK 3300 to 450000). Themonthly limit for placement of a

child under 2in a facility has beemcreasedfrom 46 hours to 92 hours. THenit for drawing a
parental allowance benefit for parents without sickness insuranias increased from CZK 7 600 to
CZK 1000.

Following up on the Government Programme Statement, Flaeily Policy Concepnd the needs

based on the experience of the MLSA2019 a new legal institute gbb sharingwas proposed in

the Labour Code. This is a new flexible form of work that should help better reconcile the work and
family life of employees. Job sharing should support the interest of employers in offering thersho
working hours that for certain groups of employees are the sole alternative to leaving the labour
market, particularly due to necessary family care. In January 2020 the Labour Code amendment went
through its first reading in the Chamber of Deputieeetiveness is proposed from 1 January 2021.

In 2019 the MLSA prepared thépdated Family Policy ConcetUpdated Concept) so that it is in
keeping with the valid Government Programme Statement and reacts to the current needs of Czech
families. The centiaopics of the Updated Concept are support for reconciliation of work and family
(e.g. through job sharing), support for public services for families (especialycposl childcare
services) and support for affordable housing and primary prevention. Upgated Concept was
submitted to cabinet in August 2019, but has not yet been taken up.

Since 2017 the MLSA has been implementing a systematject under OP E Coordination of
Measures to Support Reconciliation of Work and Private Life at the Regiopaklthe aim of
which is to improve coordination of national and regional policies in the field of support for families

ZMicrocr éches offer c dgrapsbfap tofoun mosdreqeently organisedizy koofit organisations and
municipalities. An advantage is they can also be established by mothers on parental leave, who are also taking cavesofdhié
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through a network of regional advisors and the functioning of national and regional platforms
comprised of key family policy stakehoide

At present the project is focused on the target group of employers and also on the topic of primary
prevention for families.

Currently the Chamber of Deputies is discussing a private members' bill that proposes introducing
measures to mitigate certaiconditions for the right tdong-term nursing allowancé (shortening of

the necessary hospitalisation period from seven days to four, getting rid of the condition of
hospitalisation with the need for aflay care for persons in an incurable state, alluyva retroactive
decision on the need for lorgrm care). These measures should help ensure care for a greater
number of seriously ill relatives. Also discussed under the Commission for Fair Pensions were the
possibilities for eliminating the unfavourabilapact on the pensions of caregivers. The commission
recommended that for the period of care, the principle of an excluded period be replaced with a
principle of appraising the care period with an assessment base derived from the average income in
the ecanomy (at differing levels depending on the degree of dependence).

Migration of third-country workers to the Czech Republic

As of 31 December 2019, there were over 6D employees of foreign nationality in the Czech
labour market, with another 9000 forigners carrying out economic activity as satiployed
persons. Of this number only 16% of foreigners currently require a work permit for their job; the
remaining 84% can enter the labour market freely (just like Czech citizens).

In 2019, longerm resicence for the purpose of employment was granted on the basis of
applications from embassies to @80 thirdcountry nationals (yeaon-year growth of 8600). Thus

the increase in number of foreign workers coming to the Czech Republic from third countries
continued last year, however from September 2019 we can see a slight slowing of the growth in
overall number of newly arrived foreigners.

As in previous years, Ukraine has remained the most important source country for labour migration
to the Czech Repubfit with its citizens forming the majority of workers with newly approved
residence in 2019. From September to November 2019, the maximum volume of employee card
applications received per month at embassies in Ukraine was doubled (as mar@p@sadmonth)

and the waiting period for submitting an application was considerably reduced (to about three
weeks).

An amendment to the act on the residence of foreigners in the Czech ReéP(dfiiective as oB1

July 2019) gave the government the power to regulate #olume of labour migration from third
countries by a government order, and also introducadnew type of residence permit; an
exceptional work visa Thus Since 2019 migration of workers from third countries to the Czech

% Introduced as of 1 June 2018 by@mendment to the Sickness Insurance Act as a new sickness insurance benefit to support the
caregiver at 60% of the daily assessment base. From June to December of 204§etsons drew this benefit, of those 344 men and

1150 women. In total 236 beneits were paid out. In 2019 the benefit was drawn b35% persons, of those 958 men an@%7 women.

In total 10939 benefits were paid out. The expenditure for the ldagn care allowance in 2018 was CZK 31.5 hillion, in 2019 CZK 110
million, which is B% of the overall expenditure for sickness insurance benefits.

# Of the total 0f144114Ukranians in the Czech Republic, roughly 50% had free access to the labour market, the rest needed some form
of work permit (i.e. an employment permit, blue card engloyee card).

% Act N0.326/1999Coll
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Republic has largely been regwdiby annual quotador accepting applications for employee calds
and exceptional work vis¥sat selected Czech embassies.

A transparent system of preferential treatmenexists under the stipulated quotas. The tool for

selecting migrants who will be primied with preferential treatment when receiving applications are

the migration programmesapproved by the government in order to achieve economic benefit for
the Czech Republic:

1. Highly Qualified Employee Programme

Key and Scientific Staff Programme

Qualfied Employee Programme

Exceptional Work Visa Programme for Ukrainian Nationals Working in Agriculture, Food
Processing or Forestry

Pown

Selected business representatives also take part realising programmes 3 and 4 along with the central
government authoritts—the MFA, Ministry of the Interior (MI), MIT, MLSA and MAg. The quota for
each embassy is always divided up so that the number of spots is allocated for programme
participants, whom the embassy itself assigns dates for submitting an application, enesthof the

quota is reserved for foreign nationals migrating outside the programmes, who make appointments
for submitting applications as quickly as possible.

The labour migrants do not apply for inclusion in the programmes themselves, their appiscati®
submitted by their employer, who must meet the stipulated criteria. Employers who have not settled
their obligations to the state, are not fulfilling their legal obligations and who violate the legal
regulations and do not contribute to developinigeteconomy and employment rate by creating jobs
cannot enter the programme. One of the criteria is alsmiaimum wage for various categories of
labour migrants which serves as prevention of social dumping and strengthens the economic status
of foreign wakers.

As part of the Qualified Employee Programmevyame criteria was implementedn 2019 of at least

1.2 times the lowest level of guaranteed wage in the given work category. In the Highly Qualified
Employee Programme and Key and Scientific Staff Rrogea a wage criterion was introduced of at
least the average earnings for the givenISZO subategory of employment classification or the
minimum amount set for blue cards. The standard minimum wage in the Czech Republic was only
preserved for the Excejpnal Work Visa Programme for Ukrainian Nationals Working in Agriculture,
Food Processing or Forestry.

In the first half of 2020 a debate will take place smiting quotas for next yeawith social partners

at the Economic and Social Bargaining Counb&. dompetent ministries will work with business
representatives in continuing to implement the government migration programmes and will monitor
the development of labour migration outside of it.

The MLSA received technical support from the Structural Ref@upport Programme (SRSP), under
which a feasibility study of theMulticriteria Point System for Preferential Migratioh will be
created from 2020 to 2022. Among the advantages of the system are a shift towards strategic
planning of labour migration orhe part of the MLSA and the option of flexibly adapting migration to
the current state of the labour market. Also planned is tying the new system in to labour market

* Government Order N®220/2019Coll, effective as of 1 September 2019
% Government Order No. 291/2019 Coll., effective as of 1 December, 2019
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prediction and the unemployment rate in various professions, with the whole system todialale
online both to employers and foreigners.

Effective 31 July 2019,rew type of residence permitvas introduced as part of the implementation

of EU legislatior a longterm residence permit for the purpose of seeking employmemt starting

a busness, which is issued for up to 9 months to thilintry nationals who have successfully
completed university studies or scientific research in the Czech Republic and are interested in staying
in the country as employees or entrepreneurs. The measureesetw retain highly qualified
foreigners in the Czech Republic.

Theforeigner integration policyis an integral part of legal migration, the goal of which is to support
peaceful coexistence between the majority and foreigners and prevent the emergenagative
social phenomena. Measures in the field of integration of foreigners are governed by the updated
Integration of Foreigners Conceptn Mutual Respeadopted by the government in 2016. The tasks
stemming from the Concept are specified every y@due specific integration measures for this year
are laid out in the documenfpproach in Implementing the Updated Integration of Foreigners
Concept, In Mutual Respect 203

The main actors in terms of integration of foreigners at the regional levdh#egration Centreq18
independent branches), which ensure the active formation and realisation of regional strategies for
integration of foreigners in all the regions of the Czech Republic in keeping with the government
integration policy.

The MI also gpports the integration projects of municipalities/municipal districts at the local level
through subsidy programmes, as well as the projects ofprarfit NGOs.

An amendment to the Act on the Residence of Foreigners in the Czech Republic (effectivd from 3
July 2019) has introduced auaptation-integration coursefor selected categories of thirdountry
nationals that must be completed within one year of being granted a residence permit. This
obligation will affect those foreigners granted a residencenmerafter 1 January 2021. The
amendment also enshrined the Integration Centres in the Act on the Residence of Foreigners,
thereby ensuring their longerm sustainability.

Prevention of undeclared work

While in 2018 a significant increase in the numberllefyally employed foreigners was registered
compared to 2017, in 2019 this number was practically identical to the previous year. The number of
detected illegally employed foreigners thus continues to far exceed the number of illegally working
Czech and EUitizens. The continuation of this trend reflects the ongoing situation on the labour
market and the shortage of labour. The motivation is not only the economic factor, with employers
not having to pay health and social insurance for such illegally emmbldgreigners and thus
achieving an unfair competitive advantage, but also the efforts of employers to circumvent the
conditions placed on employment of foreigners by the Czech legislation.

District inspectorates conducted a total oflBO inspections fagsed on detecting illegal employment
in 2019, during which the inspection authorities uncovered a total 842 illegally employed natural
persons, specifically 622 Czech citizens, 207 EU citizens (most frequently citizens of Slovakia,

3 Czech Government Resolution No. 918 of 16 December.2019
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Romania and Hunganand 3513 foreigners, i.e. thirdountry nationals (most frequently nationals
of Ukraine, Moldova and Vietnam).

Aside from inspections targeting the facilitating and operation of illegal employment, the inspection
authorities also focused on covert mation of employment, as inspectors encounter abuse of the
institute of agency employment ever more frequently. Cases of abusing the posting of workers for
provision of services by an employer based in another EU Member State also continue to turn up.
Inspectors are now also encountering a greater level of use otfvesatravel of Ukrainian nationals

for economic activity, which is an infringement as this cannot be used for gainful purposes.
Inspections focused on the above areas are priorities for labmection in 2020 as well.

3.2.3 Social policy

On 20 January 2020, the government approved$oeial Inclusion Strategy for 2022030. Among

other things, this strategy helps fulfil the SDG&DG 10; Reduce inequality within and among
countriesand SDGL1 ¢ End poverty in all its forms everywhéf@he strategy also helps fulfil the
obligations arising from the International Covenant on Economic, Social and Cultural Rights (CESCR),
to which the Czech Republic acceded in 1993. In addition, the stratdiy flué basic condition for
drawing funds from the ESIF in the 262027 programming period. Much attention was paid in the
strategy to the sectioebt prevention and assisting with ovadebtedness

During the implementation of the strategy a thrgeear Action Plan will be prepared containing a set
of measures to meet the strategy goals and indicators set according to the SMART method.

The MLSA is now preparing implementation reports for 2019 for the strategic docunReat&ntion
and Resolution of Hwoelessness Concept, Social Inclusion Strategy¢2020, Social Housing
Concept of the Czech Republic 225.

Anupdate of the Social Housing Concept of the Czech Republic @%is currently underway.

The material should be submitted to the goveram by the end of June 2020, but a consensus has
not yet been reached on its proposal among all the ministries. In order to take into account the
broader context of this issue, a change to the concept name from "social" to "affordable” housing
has been prposed so that it is evident that this is an issue that potentially affects the lives of all
citizens, including the ever growing category of seniors.

In 2019 negotiations continued drealthcare for the homeles§ and on the basis thereof the MLSA
drew upa proposal for astreet medicinegilot project for Prague, Brno and Ostrava. The MH is also
the implementer of the projecincreasing Accessibility and Creating Healthcare Options for Homeless
Peoplé®, the main goal of which is to increase the availabditynedical services and healthcare in

% The straegy also helps fulfil the obligations arising from thernational Covenant on Economic, Social and Cultural Rigtttakes

into account thel5 measures to combat poverty and soeialusionthat came out of the round table meeting held in Septemb@t &,
attended by the Czech PM and representatives of the relevant ministries (MIdRR) ,NDffice of the Government), affected municipalities
and the nonprofit sector.

*|n the second half of 2019, two meetings took place on the matter of street medimenly with representatives of the concerned
bodies (MH, Office of the Government) but in particular representatives of major social services providers of nationalipuhisearea
(Carits Czech Republic, Salvation Army, Nadéje, C.A.S.), representati
Hospital), Prague City Hall and participative groups of homeless people and representatives of the medical students@mrgdviesdits

on the Street.

% Supported from the Operational Programme Employment, priority axis: Sc2ial inclusion and combatting poverty:fotanced by the
ESF
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areas where homelessness is a risk for people without a home and people in danger of losing their
home. A secondary goal of the project is boosting primary prevention for such persons.

At the end of 2019, the MLSA Isuitted the itemised wording of ammendment to the Social
Services Actor the comments procedure, which ended 22 January 2020. The aim of the amendment
is to optimise, stabilise, clarify and simplify the system for provision of social services angvedgial
reduce the administrative burden, deepen public administration cooperation, and strengthen inter
ministerial cooperation, which will lead to marked streamlining and also increased input and
procedural quality, as well as intelligibility and transgagsy in the method of planning the social
services system, and creating a network of social services and funding. Currently final work on
amending this act is underway.

In 2018-2019 the preparatory phase of a project-fioanced from the ESF was realisgdthe State

Health Institute Effective Support for the Health of Persons at Risk of Poverty and Social Exclusion
which reacts to the need of the Czech Republic to increase access to healthcare for vulnerable groups
and help reduce health inequalities g by socioeconomic disadvantages. A Regional Centre for
Health Support was created in each region, which through community assistdrgalth support
mediators— provides those in need with individual consultation focused on integrating excluded
personsinto the network of medical and related social services. A Mediator Activity Methodology
was created. In the years 2028022, the regional centres will realise intervention education
programmes targeting primary prevention by establishing changes in mirao lead to a healthy
lifestyle.

A draft amendment to the Act on Social and Legal Protection of Childwgas submitted for
discussion by the government. The goal of the act is to support care for children in foster families by
increasing certain bene for foster care, including raising the state contribution for foster care. At
the same time it has been proposed that the placement of children under three in children's homes
be curtailed, and last but not least that a care allowance for dependent yqeople leaving
institutional or foster care be implemented. This benefit would facilitate the process of becoming
independent for young people and support them in completing their studies. The draft amendment
furthermore nails down the conditions for pvision of child care in facilities for children requiring
immediate assistance, including increasing the state contribution for such care.

In order to systematically secure the agenda of preparing for aging, the MLSA submitted to the
government aStrategt Framework for Preparing for an Aging Society 262025 which deals
comprehensively with the challenges associated with an aging population. The document was
resubmitted to the Czech government in March 2020 under the @teategic Framework for
Prepaing for an Aging Society 2022025 In order to support the elderly, MLSA subsidy
programmes, which already have a long tradition, are also made use of. These are the programmes
Support for Publicly Expedient Activities of Senior andSEnior Organisatits with Nationwide
Purviewand a subsidy programme for supporting local governments in the field of aging. The
competition SeniofFriendly Municipality, held since 2017, also helps support the elderly.

The ministers of health and labour and social affdesided to connect the areas on theealth-
social boundaryin the form of an amendment act. An inteministerial working group on adjusting
the healthsocial boundary deal with the following areas in 2019: homes for children under 3, long
term care and redrming mental health care. Currently talks are continuing on the final form of the
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proposal and the points of the amendment act are being developed. As part of this change, it is
planned that longterm care beds will be established, the operation of whigh require registration

of the social service provider and authorisation to provide healthcare services. These beds will be
financed through a performance payment for healthcare services and also by analogy as social care
service beds, for which there Wibe a care contribution. At the same time the implementing
regulation will include settings for the staffing and material/technical standards. The material will be
submitted for approval based on a decision by the Czech government.

In order to ensure aanceptual systematic solution for reacting to the demographic aging of the
population and addressing the inconsistency of the health and social care system, the MH drafted a
Strategic Framework for Developing Healthcare in the Czech Republic untiw2@30was approved

by the government in November 2019. Focusing on the area of the headtlal boundary is specific
objective2.1 Implementation of integrated care models, integration of health and social care, reform
of mental health careThis specific lgective endeavours to guarantee fair opportunities to use
health and social services at the same time for all Czech citizens in-eetangnfavourable state of
health (as a result of chronic and incurable diseases like Alzheimer's disease, diseasatedssith

aging, etc.), at varying intensities and changing ratios according to need and in all necessary forms.
This specific objective also includes continuing implementation of mental health care reform,
implementation of the National Action Plan fédental Health approved by the government in
January 2020, implementation of the forthcoming National Action Plan for Suicide Prevention and
implementation of the forthcoming National Action Plan for Alzheimer's Disease and other Similar
llinesses.

An amemment is being prepared to the decree on the samBtandardised Social Worker Record
which lists the basic system the social worker acts in and which is intended primarily for social
workers of municipal and regional authorities and regional branchéseafO.

The MLSA has preparedigaft act on child support advance®r dependent children who are owed
court-mandated child support and the obliged parent is not living up to this obligation duly and on
time. The proposal aims to help those families wdtfildren which, due to unpaid child support by
the obliged parent, end up in an unfavourable social and financial situation. According to the
proposal, the entitled person will have the right to payment of child support advances if the obliged
person is ot fulfilling their support obligation and a petition for execution or judicial enforcement of

a decision is submitted. The law is proposed to take effect on 1 January 2021.

An important precondition for the measures to address social exclusion to beieffés appropriate
territorial focusing of capacity and support. The MoRD is finalising the methodology for assessing the
extent of social exclusion in an area, which will make it possible to use current data to identify the
municipalities with the greatet need to address issues of social exclusion, i.e. for targeting relevant
national or European resources.

Excessive debt

Effective 1 June 2019, amendment to the Insolvency Agtprovided access to the institute of debt
relief to a wider range of honestebtors by removing the initial barrier of the ability to pay off at
least 30% of claims to unsecured creditors, while also taking into account the interests of creditors to

% The amendment was published in the Collection of Laws as Act No. 31/2019 Coll.
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a fair settlement. It also optimised the procedural side of debt relief and emgdéshe importance
of effective supervision of the debtor on the part of the insolvency administrator.

In 2020 the MJ (in accordance with the Government Legislative Work Plan for 2020) will prepare the
transposition regulation of Directive (EU) 2019/10#3he European Parliament and of the Council

on restructuring and insolvency, which contains a requirement for provision of what is called a
second chance for entrepreneurd he directive asks the Member States implement procedures for
entrepreneurs thalead to complete debt relief in a period not exceeding 3 years; the directive does
not explicitly demand expansion of these rules to natural persons who are not entrepreneurs, but
natural persons not engaged in business will be incorporated into theréébt programme.

Taking effect 1 June 2019, an amendment to @evernment Order on NotSeizable Amount

raised the net wage limit above which the remainder of the debtor's net wage can be deducted
without limit. The given measure led to an extensioriref interval in which income is distributed by

the system of thirds between the debtor and the creditor. The aim of this change was to motivate
debtors who are in execution or insolvency to be economically active and attain a higher income,
which simultaously leads to increased satisfaction of the creditors. Theoffufor net wage (pay)
above which money is deducted from the wage (salary) without limitations has been increased for
debtors without a maintenance obligation from CZKQ0X& to 25715 (in D20 as a result of
valorisation of the base amount of normative housing costs to CZ826

In contrast, the forthcoming followp amendment to the Government Order on N8eizable
Amounts®, coming into effect 1 July 202hcreases the coefficients focalculating the base non
seizable amount The current total of two thirds of the total of the subsistence minimum and
normative housing costs will be replaced with a total of three quarters; the coefficient for crediting
supported persons is increased framne quarter to one third. In connection with the government
order adopted in parallel increasing the amounts of the subsistence minimum and existential
minimum effective from 1 April 2020, in the second half of 2020 the basesamable amount will

rise from CZK @29 to CZK 772 and the amount attributable to each person supported by the
debtor will rise from CZK@07 to CZK 2 331.

3.2.4 Education

At the end of 2018 the MEY'S began preparingBEHdacation Policy of the Czech Republic until 2030+
(Strategy 2030+). In November 2019 the initial analytical and value document for the strategy was
published, entitledVain Directions of the Czech Educational Policy until 20%#ng been drafted

by an external group of experts. Work was commenced on forrmglathe individual measures
leading to fulfilment of the objectives laid out in the Strategy 2030+. Also planned for this phase of
document preparations is a series of discussions with the professional and general public so as to
take into account the suggéons of as many stakeholders as possible. According to the plan, the
Strategy 2030+ should be completed and submitted to the government over the course of 2020.

% GovernmentOrder of 19 March 2019 amending Government Order No. 595/2006 Coll., on the method of calculating the base amount
that cannot be deducted from the monthly wage of an obligated party in executing a decision, and establishing the amowhictvar

wage issubject to deductions without limits.

* Not yet published in the Collection of Laws as of the day this text is beind written; approved by Government Resolug6roRib7 1
February 2020
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Pre-school education

Since 1 January 2020n@w system for financing the regional school $§81 has been in effect,
allowing the restructuring of nursery school classes. The deciding factor is no longer the number of
children in a nursery school but the pedagogical work displayed. It is possible to divide up classes so
that there are fewer childen in them, thus facilitating a more individual approach including
pedagogical diagnostics in which the teacher has greater room to monitor the educational needs of
the children.

The development programm8&8upport for Educating Foreigners in Scheds delared for 2020,
intended for children in compulsory pischool education. The purpose of the provided subsidy is to
support the teaching of Czech adapted to the needs of foreign children and adjusting the conditions
for their education so that nursery sobls can adapt the number of children in classes to the
difficulty of the teaching and take other measures to successfully integrate foreign children. Of the
overall number of supported children and pupils, 14% were foreign children in the final mandatory
pre-school year.

Basic education

Decree amendments have been in effect since January 2020 relatifigqunges in the funding of the
regional school systerf’ Methodological and information support for the management of primary
schools and their founding awrities will continue. In 2020 work will continue on revising the
framework educational programme for basic educatidime goal is to define a new, simple and
binding scope and content of education that is common to all, which should be the foundation for
individual development of each pupil. The development of literacy, digital education and
computational thinking will be reinforced.

Inclusion in education

As of 1 January 2020 an amendment to Decree No. 27/2016 Coll., on the education of pupils with
specal educational needs and gifted pupils, has been in effect, reflecting the need for changes in
implementation of collective education based on analyses. The aim is to reduce the administrative
burden for educational workers at schools and school coungellatilities, set up systematic
utilisation of support measures of a staffing nature, et¢ceéching assistanis no longer provided as

a support measure in a school or class established under Section 16 (9) of the Educatjdiuiiict
connection with he reform of funding for regional schooling funding is provided for this position as
part of the normatives. This step reduces the administrative burden associated with support
measures and helps to systematically enshrine the position of teaching assistashools and
educational facilities. Organisation of the activity of teaching assistants is the competence of the
school principal.

4% Amendment to Decree No. 48/2005 Coll., on basic education aerteia requirements for fulfilling compulsory school attendance, as
amended, and several other decrees. The change also follows up on Government Order No. 123/2018 Coll., on determiniimguttre max
number of hours of instruction funded from the state bud@r a primary school, secondary school or conservatory established by a
region, municipality or association of municipalities. The amendment to Decree No. 48/2005 Coll. ensures that the rst@islifhieg

the number of pupils in a primary school darrespond to the new rules laid down for funding of pedagogical work. At the same time it
sets the PHmax values in cases where they cannot be laid down in government order.

“IIn the field of education primary school, special primary schooly@se pactical school and twgear practical school, in a nursery
school established pursuant to Section 16 (9) of the Education Act or in a class established pursuant to Section eEE@)cHtton Act

at a nursery school, at a school at an educationalifiaédr carrying out an institutional upbringing or protective upbringing, in a
preparatory class of a special primary school and in the schootsdterol care group formed solely by participants listed under Section 16
(9) of the Education Act.
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A development programmé&quipping School Counselling Facilities with Diagnostic Instruments in
2020 has been declaredhe purpose of which is to improve the quality and unify the provision of
services of school counselling facilities.

Digital education

Completed in 2018 were thBraft Revisions of Framework Educational Programmes in the Field of
Informatics and Informatio and Communication Technolofgyr pre-school, primary, grammar and
secondary vocational educatior- Framework Educational Programme (FEP) for-sgieool
education, the FEP for primary education, the FEP for grammar schools, and the FEP for secondary
vocaional education. In mi2020, the trial testing oDevelopment of Computational Thinking
(realised at nursery, primary and secondary schools from 1 September 201&)esetbpment of
Digital Literacy(from 1 February 2019) ended. The final version of theised curriculum for
information and communication technologies (ICT) in the FEP for primary education will be created
with the involvement of the professional public and teaching community and completed by January
2021. The updated FEP for secondary tiooal education, which already contains a revision for
informatics and ICT, already went through ICP in 2019. After comments have been dealt with, the
updated FEP for secondary vocational education will be approved, taking effect starting with the
2020/2@1 school year, while the effective date for changes in informatics and information
technology will be postponed based on an agreement with the secondary vocational schools.

From 31 October 2018 until 28 February 2019, a kaplementation of the DigitaEducation
Strategy Iwas underway with a total allocation of CZK 8868 767. This call will finance activities for
supporting the creation of digital education resourcesonnecting formal and informal education in
cooperation with other institutions (dtural/memory, ecological or scientific centres) or activities to
support digital skills of school teaching staff.

The MEYS has also approved and publishédaenework for Teacher Digital Skilldong with this
framework, material was also approved witeps to ensure its implementation. Following up on the
approvedFramework for Teacher Digital Skit& online application Teacher21 Profile was launched,
intended for teachers to evaluate and plan development of their own digital skills.

In order to sipport the dissemination of digital education resourcea reputation system EMAwas
launched, having been created under the project Support for the Work of Teachers (SWT). The
reputation system is linked to the database of output from OP RDE. Other @zaatitories of

digital education resources are gradually also being linked up.

The MEYS has also been focusingnethodological support for schools and regionshus as part of

the SYPO project, National Cabinet for Informatics and I@&s created, with contributes to
building a network of methodological suppertregional and district cabinets for informatics and ICT.
Regional ICT methodologists also began their work with the aim of building up a network of
methodological support. The MEYS also rihe Czech Coalition for Digital Jobsalled the
DigiCoalition, which is among the most active among EU Member States. Currently it has nearly 190
members. Among the activities of DigiCoalition is the organising of joint meetings of companies,
schools andhe public sector, promotion of digital education, sharing examples of best practice, etc.

2 A catlogue of digital education resources. Accessiblatps://ema.rvp.cz/
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In 2020 this activity will be expanded to include meetings on burning topics of digital education in the
Czech Republic and the output thereof will be used by they 1 practice.

Improving the quality of schools

A central tool for improving the quality of schools are the activities of the Czech School Inspectorate
(CSI) as the national authority for assessing the quality and effectiveness of education in sathools an
educational facilities recorded in the school register. For several years now, inspection activities have
increasingly downplayed the previously dominant formal inspections (documentation, regulations,
etc.) in favour ofgualitative evaluation of pedagoigal processesi.e. the activities of schools that
have a significant influence on the quality of education provided. At the same time the CSI is
gradually adding to and expanding its portfolio of methodological activities for supporting schools on
the pah to higher quality education.

CSI primarily provides for the production of important methodological instruments designed to boost
the quality of schools as part of implementation of the systematic project Comprehensive Evaluation
System (supported fro®P RDE).

The activities of the Czech School Inspectorate aiming to support the quality of schools and
emphasising expanding the methodological dimension of the CSl's work will be substantially
bolstered in 2020. For examplspecific thematic coursesvill be created for schools focused on
working with the criteria for assessing the conditions, course and results of education and making
use of further evaluation instruments as part of the actual assessment of schools. In cooperation
with external educatorge.g. facilities for further education of teaching staff organised by individual
regions or the National Pedagogical Institute of the Czech Repubihodologicateducational
programmes for principals and teaching staff at specific schomit also becreated and realised in
reaction to findings from the CSl's evaluation activities in the context of defined weaknesses or
opportunities to improve at specific schools.

Support for teaching and noteaching staff

In 2020 and the following period, the MEWAI strive in particular to create the conditions for
ensuring sufficient staffing of pedagogical and #muagogical workers, increasing the
attractiveness of the teaching profession, especially by creating the conditiogsdwing wages of
employees & the regional school system, with a focus on discretionary components, so as to
reflect the scope and quality of their workThe goal is to improve the quality of education at schools
and educational facilities.

In order to increase the attractivenessthe teaching profession and to retain new teachers, support
for welcome teachers is important.

An amendment to the Act on Teaching Staff being prepared, which among other things should
enshrine a tweyear adaptation period for beginning teachers antitbe conditions for graduates of
master's programmes and practitioners entering the teaching profeséidhe draft amendment
passed the first reading in the Chamber of Deputies 28 January 2020. The draft state budget for 2020

3 According to the amendment, only graduates of a master's study programme can teach general education subjects leviHe?
primary school. These teachers will have threergeéa acquire what are called teaching qualifications. At secondary schools, in terms of
teaching vocational subjects and practical instruction, the amendment proposes allowing principals to employ what apeacditeshers
assuming their practice imé field— of at least five years corresponds to the nature of the subject being taught. Such teachers will have
three years to acquire what are called teaching qualifications.
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foresees (as an impact inqrated into the mediurderm outlook for 2021) an expected growth in
wages for teaching staff in the regional school system of 9% in 2021 (with the average teacher salary
in 2021 to be at least CZK @80 a month). It also counts on a salary increase @orteaching staff

in the regional school system of approx. 4% in 2021 (with the average salary fogauting staff in

2021 to be at least CZK @80 a month).

Support for education of future teachers at public universitiés realised through severahfincial
instruments. Increasing the institutional funding for public universities with teaching faculties with
the targeted use of these funds for improving the conditions for teaching faculty professors (in
particular in terms of salary) totalled CZK Iffilion in 2019 and in 2020 is continuing at the same
amount of 115 million. Support for study programmes (not just at teaching faculties) that educate
future teachers totalled CZK 85 million in 2019 and in 2020 the same amount will be allocated.
Support br study programmes at neteaching faculties that educate future teachers in deficit
approbations (mathematics, physics, biology and computers) will start being implemented in 2020 at
an amount of CZK 30 million.

In order to support the reflected teachingractice of students- future teachers— a call under OP

RDE entitled Prgraduate Education Il was declared in 2019. This call should also increase the skills
of students in terms of joint education of children and pupils. The call will also supporogeg

the skills of university instructors and teachers of cooperating schools who take part in teaching the
student teachers. Students obtain support in didactic use of digital technology in instruction.

In 2019 a call Innovation in Teaching was alsoladed under OP RDE. Its goal is to support
systematic, monitored and reflected implementation of innovation in teaching, to support
pedagogical research focused on monitoring the impact of selected education policy measures in the
field of preschool, prinary and secondary education and also to streamline the running, managing
and climate of schools through innovation.

Vocational education

Currently the measures to support vocational education and training being prepared focus primarily
on support for coopration between schools and employers. The MEYS movedptiate the
vocation component of the FEBn the basis of Section 4 (2) of the Education Act, which states that
framework educational programmes must correspond to the newest findings of the sdentifi
disciplines whose foundation and practical use the education is to pass on and also due to changing
requirements of the labour market caused by digitisation, robotisation and modernisation of
technological processes. In the vocational component of tHe tRE content part was updated, but

the structure has not yet been changed, nor has the hourly subsidy or the teaching plan.

Chapter 3.3 Link to the National Qualifications Framework (NQF) has now been updated, listing the
complete professional qualificans and qualifications related to the given field of education and
references to the NQF register for the individual fields of education. This chapter is meant to help
schools navigate through the NQF and motivate them in designing school curriculairtemedlow

pupils to expand their knowledge to include another related field through professional qualification.
At the same time the educational fields of Informatics and ICT were updated in the general education
component of the FEP for secondary vooasl education (see the suthapter Digital Education
above). The updating of this area fulfils the measures ofDRiggtal Education Strategy 2020 he
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area of Economic Education was also adjusted, with the updated standard of Financial Literacy being
taken into account.

The updated FEPs will be issued by 30 June 2020 and schools will be obliged to adjust their curricula
and commence education no later than 1 September 2022 starting with the 1st year.

In the first half of 2020 the individual systematiooject Modernisation of Vocational Education
funded by OP RDE will be completed. One of the activities of the project is interconnecting
professional qualifications from the National Qualifications Framework with the specific
(qualification) part of the $wol Curricula with the aim of greater relevance to employer needs. As
part of the project support was also created for schools in implementing the module system for
producing school curricula via an information system with maxdeated modules.

2020 willalso see an amendment to Government Order No. 211/2010 Coll., on the set of fields for
primary, secondary and higher vocational education, as amended, to include related fields of
education with amaturita exam in category L and with an apprenticeshigtifieate in category H,
which will allow an apprenticeship certificate to be acquired in year three antharita exam in

year four. This concerns 29 related fields of education that are needed on the labour market.

Higher education

In 2020 theStrategicPlan for Higher Education for the Period 2024l-be approved, focusing on six
priority objectives: developing skills for the 21st century; flexible forms of education; quality doctoral
studies; utilising capacities in the field of research and devetopn{R&D); strengthening the
strategic management of universities; reducing administrative burden. At the same time a
Programme for Supporting Strategic Management of Universities I2b was declared for
strengthening the aspects of contract financingdahe significance of strategic decisions for running
of universities. Implementation of th#ethodology 2017-adapted for the university segment will
take place in 2020 through sedfzaluation and assessment via international panels.

A draft amendment tothe Higher Education Acwill be submitted containing modification to the
functioning of providers of foreign education. The amendment also reacts to the needs of students
by modifying transfers between programmes of study, expanding the categories déngsuwho

have a right to a social scholarship and introducing the obligation to carry out measures for students
with special needs. The amendment will also lead to lesser administrative burden and support
internationalisation.

Further education

Developmen continues on the NQF, the register of professional qualifications that exist on the Czech
labour market. In 2020 attention will be focused under tpskilling Cproject on supporting the
network of authorised NQF entities that have the right to organsd conduct exams on the
relevant professional qualifications, in particular professional qualifications that lead to what is called
complete professional qualification at the levef“@ a 4, or which conduct exams on professional
qualifications compriag the development of digital skills. At the same time, support and
development will continue on the NQF as a tool allowing flexible acquisition of qualifications or

“* European Qualifications Framework
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allowing a degree of education to be reached. In 2019, 317 professional qualificatioes we
approved, 250 updated and revised, and 67 new professional qualifications added. O@0 23
people successfully completed a professional qualification exam.

3.3 Productivity: investment, business environment and public administration
3.3.1 Investmenpolicy

Financial instruments

Two initiatives launched by the MIT in recent years in cooperation with the European Investment
Fund (EIF) to support venture capital and private equity investment are successfully functioning in
the Czech Republiethe OP ET Fund of Funds and the Central European Fund of FundQM E¢C

Fund of Fundsnvests funds into the development of Czech stgns through selected financial
brokers (private funds). The allocation of the OP EIC Fund of Funds is EUR 40 million @&hEtie

and EUR 10 million from EIF funds, with financial brokers supposed to obtain further funding of at
least EUR 10 million for the individual funds from private sources. Also continuing in 2020 is
investment activity in innovative enterprises; by tead of 2023, more than 80 companies should
have been supported in the accelerator and seed phase. The pgtal European Fund of Funds
(CEFoFis a regional EIF project focused on investments in developing companies in the expansion
phase. The Czeatontribution to the CEFoF totals EUR 8 million paid from state budget funds. The
individual selected funds acquire further investment resources from private investors and the EIF.
Over the course of 2018 and 2019 the CEFoF selected a total of seven emwieinds, of those

three are established in the Czech Republic and invest primarily in Czech companies. Investments will
continue to take place in 2020.

Two pilot projects are prepared for launch in 2020 as part of capital and-qap#al financing
support: the IPG® Fund and Brownfields Fund of Fundsboth in cooperation with the Czecho
Moravian Guarantee and Development Investment Baaknewly founded subsidiary of the CMGDB
—and with support from OP EIC. TR Fundwill focus on support for IPOS eligible companies on
alternative trading platforms. The IPO Fund will have funds of as much as EUR 13 million for small
and medium enterprises (SMESs) that are vying for capital in the form of share offefBravinafields

Fund of Fundss to support inestment activity in regenerating major brownfields with the goal of
transforming them into modern business infrastructure appropriate for SMEs to do business in. This
financial instrument will have EUR 20 million available for projects in the Ostravebedionr

Via the CMGDB the Czech Republic is also involved in the activities &utbpean Fund for
Strategic Investments(EFSI), which provides what are called cougismrantees, allowing it to
support a greater number of projects than with the existiegources of the CMGDB and the MIT. In
2020, a volume of CZK 3 hillion of new guarantees is planned to be provided for SMEs through the
national programme GUARANTEE 2015 to 2023. In total it is expected that thanks to EFSI five
thousand business projectsill be supported with a total amount of CZK 15 billion. Also serving to
support SMEs is the VADIUM 2018 to 2023 Programme and the Inostart Programme.

SMEs can also make use of support provided throughBKEANSIONrogramme, which has an
allocation of CK 10.8 hillion under OP EIC. Under the Expansion programme SMEs can apply for
interest-free loans, or CMGDB guarantees for commercial loans. Entrepreneurs are supported with

“® Short forlnitial Public Offering
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advantageous loans in the programnienergy Savingsunder which SMEs (as well amge
enterprises) can apply for support for projects that lead to a reduction in the energy demands of the
business sector.

The following support instruments have been prepared to support businesses whose economic
activities are limited as a result of theronavirus and associated preventive measures against the
spread of COVHDO.

TheCOVID | Loaprogramme provides support in the form of advantageous loans of CZB0RO®

15 million with a zero interest rate. The loans are provided for up 90% oflelebenditures, with a
maturity of two years and deferral of payment for up to 12 months. The loan can be used for
instance to procure small tangible or intangible property, to acquire and finance supplies or other
operating costs and expenditures. No $eare associated with arrangement and provision of the
loan, nor with potential early repayment. The programme is realised via the CMGDB and has so far
been covered from MIT resources, or rather the revalued resources of OP EIC totalling CZK 0.5 billion.
The programme is intended for sedimployed persons and SMEs for the whole of the Czech Republic,
including the City of Prague.

Due to the limited MIT resources in the COVID | Loan programme, an expansion of the loan scheme is
being prepared in theEXPANSI® programme with the same parameters as the COVID | Loan
programme. It is expected that funds of CZK 5 billion will be allocated from ESIF resources. It will not
be possible to support entrepreneurs from the City of Prague in this programme.

The COVID lprogramme is a guarantee programme launched under Edd®ANSIOIrogramme,

with assistance realised in the form of portfolio guarantees provided by the CMGDB for operating
loans from commercial banks with interest rates subsidisation. The amount of thargead loan is

up to CZK 15 million and the minimum loan amount is CAXQAWvith a guarantee period of 3 years.
The applicant may use the guaranteed loan to cover operating costs, employee wages, rent of
premises, etc. The financial contribution foremst is paid from the part of the guaranteed loan
drawn for eligible expenditures of the project and has several categeriasloan of up to CZK
500000: 30% and max. CZK T#ID; from CZK 50@00 to 1 million: 20% and max. CZK @80; from

CZK 1 millim to 15 million: 15% and max. 1 million. The expected allocation amount from the ESIF
should total 5 billion. The programme is designed for-epiployed persons and SMEs outside of the
City of Prague.

The aim of these new measures is primarily to fat#éitaccess to operating funding for companies
whose economic activities have been restricted as a result of the coronavirus infection and
associated protective measures.

Since 2017, a financial instrument to support reducing environmental risks has beeingwnder

the OP Environment (OP Env) via advantageous loans, optionally supplemented with a subsidy. The
goal is to increase the safety of environmentally Hiigh operations and reduce emissions of
pollutants. An allocation of CZK 480 million has bestraside for advantageous loans from European
structural and investment funds (ESIF), with CZK 160 million earmarked for subsidies from SEF funds.
In 2019 Prague City Hall launched a financial instrument INFIN under OP PGP, into which it has so far
transferred CZK 50 million. In cooperation with the CMGDB is supports innovative enterprises within
Prague through preferential loans.
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In 2019 the MLSA commenced cooperation with the CMGDB and transferred CZK 100 million into a
social enterprise Fl. Advantagebloans and counselling target small and medium social enterprises.
During 2020 the SHDF programme Insulation will be launched. Preferential loans financed from IROP
are intended for energy modernisation of residential buildings. CZK 600 million haséeaside

from the programme.

National Development Bank

With Czech Government Resolution No. 741 of 14 October, the government tasked the MIT, in
cooperation with the MF, MoRD and MAg, with preparing an analysis of legislation related to the
topic of theplan for an Act on the National Development Bank of the Czech Republic as part of the
Project for Transformation of the CMGDB into a National Development Bank of the Czech Republic
The goal of the analysis is to assess the legal regulations that aphlg tgiven issue and provide
recommendations concerning the need to modify the existing legal framework and prepare an act on
the national development bank, including a proposal for the next steps. With the shift in deadline to
the end of the year, a joirtext of the MIT, MOoRD and MF is being drafted.

National Development Fund

As part of preparations for the National Development Fund, the state and selected commercial banks
have joined forces and together apeeparing this fund to acquire CNB accreditatiohhis fund aims

to support publieprivate partnership (PPP) projects and creditded projects that bring additional
capital for financing projects and at the same time it should contribute to the pressure to create
projects nongrantfunded projects. Té main priorities of the National Development Fund are
healthcare, science and education, transport and social housing and senior housing.

Amendment to the Building Act

The government amendment to Act No. 416/2009 Coll. under discussion will mean siddstant
changes to theéBuilding Actas well. For example, there is what is called the "fiction of a consenting
binding opinion”, which in practice means that if the authority concerned does not state an opinion
by the stipulated deadline, it is taken that iasissued a consenting binding opinion without further
conditions. Also a subject of the proposed changes is an adjustment to the deadline for issuing
binding opinions and also their subsequent possible review.

Recodification of public construction law

Comprehensive recodification of public construction law is a government priority. Among other
things, the recodification foreseesganisational changes in building authoritiethe aim of which is

to accelerate and streamline performance of the construttimgenda in the Czech Republic. In
justified cases, it is also expected that the number of bodies concerned will be reduced and selected
agendas of bodies concerned will be integrated into the decigiaking of building offices, though it

is necessary talearly define the public interest, establish the substantive powers of the concerned
authorities and set up an effective mechanism for cooperation. Another aim is to further accelerate
permit proceedings, with a proposal to combine the existing permitcpsses into a one set of
proceedings. Last but not least, the recodification envisages revision of a number of substantive legal
regulations governing general requirements for construction and documentation. The goal of this
revision is toconsolidate thesubstantive requirements for constructiomnto (if possible) a single

legal regulation that will be valid for the whole of the Czech Republic.
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The government approved the plan for the new Building Act on 24 June 2019. The changes it is to
bring about arein many ways groundbreaking. The itemised wording of the new Building Act and
related amending act have been prepared in cooperation with the Czech Chamber of Commerce and
working groups set up by the MoRD over the course of June through November 201€.PTtaok

place from 25 November 2019 to 23 December 2019. The resulting form of the draft itemised
wording and the recodification of the Building Act will depend on the results of dealing with the
comments procedure with all the affected ministries, amaig could still change significantly. It is
expected that the new Building Act could become valid in spring of 2021 and gradually enter into
force by 1 July 2023.

National Investment Plan

In the period from July 2018 to November 2019, repeated communicdtiok place with individual
public investors (representatives of municipalities, cities, regions, ministries) with the goal of
assembling significant investment suggestions. At the same time the basic principles on which the
National Investment Plan (NIRre to be based were formulate@he first version of the NIP was
submitted to the government for discussion 16 December 2648 is a document which, in its first
section, contains a summary of the principles and assumptions on which the NIP is based.

The MoRD was tasked with further updating and prioritising the NIR.connection with this task

and following up on the government's programme statement, the MoRD is preparing organisational
auspices for the whole agenda around the NIP, in the form efglanned establishing of the State
Expertise Office. The NIP will contain strategic investment projects. Part of the work with investment
ideas will be identifying strategic projects; an important aspect in assessing an investment project is
compliance wh the prepared Economic Strategy of the Czech Republic. Right now the MoRD is
preparing the methodological groundwork for producing the NIP and for subsequent prioritisation
and selection of a suitable financial instrument for funding the selected si@tatyestment
projects.

Capital Market Development Concept

In March 2019 the government approvedCancept for Development of the Capital Market in the
Czech Republic 20£2023 the primary objective of which is to create a lel@gm strategy for
developng the capital market in the Czech Republic and thereby help increase the competitiveness
of the Czech economy. The concept is based in part on the World Bank recommendations which
were part of its report on the capital market in the Czech Republic padligh October 2017. In
March 2020 a proposal for a law putting certain measures from the Concept into practice entered
comments proceedings. These included realisation of a-feng investment account or for instance
measures to strengthen the corporateobd market or support "business angel" investors. The
concept also contains a number of measures of a negative nature that the MF is gradually
implementing or taking part in.

3.3.2 Research, development and innovation

The national strategic framework foremoving the barriers to developing a fufiynctional
innovation system is set out in thienovation Strategy of the Czech Republic 2@2030 from
February 2019 (I3019+). This is a strategic framework plan that defines government policy for
research, deelopment and innovation, and it should help the Czech Republic to join the most
innovative countries in Europe during the next twelve years. It consists of nine interconnected pillars
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with starting points and fundamental strategic objectives, togethehvtite instruments to achieve

them. The essence of 2819+ is the intersection of the departmental policies and strategies that
define the state’'s concrete objectives in field:¢
infrastructure, intdlectual property protection, etc. The individual pillars then present a set of
measures for the specific field, with key and crosfing instruments that apply across multiple

pillars.

In December 201%he government approved a system for managing andocdinating 1S2019+

based on specific measures for each of the pillars. The system outlines the schedules for
implementing the pillars, and it also includes a summary of projects realised to date. The document
also establishes the dividing of powers betm the two main actors in 19+, with the Research,
Development and Innovation Council (R&D Council) covering management and strategy and the
Ministry of Industry and Trade covering the executive and coordinating role. The projects being
implemented irtlude reducing the administrative burden for the support system for research,
development and innovation, i.e. debureaucratisation (a working group has been set up under the
leadership of the Vie€hairperson of the R&D Council and is discussing the reegasgasures); The
Country For The Future programme, which focuses on innovativetéahstartups (Ministry of
Industry and Trade); implementing the National Artificial Intelligence Strategy (Ministry of Industry
and Trade); an amendment to the regulai®on tax deductions for R&D (Ministry of Finance); the
digitalisation of the construction sector, with the objective of digitising building plana
recodification of construction law is being prepared (Ministry of Regional Development), and other
projeds implemented by the Ministry of Education, Youth and Sports, the Ministry of Transport, the
Industrial Property Office, etc.

The National Research, Development and Innovation Policy sets out a strategic framework for all
aspects of research, developmennd innovation in the Czech Republic. Measures under the
updated National Research, Development and Innovation Policy for—-20290 began being
implemented in 2019. In parallel with thisn@w National Policy has been prepared for the period

2021+t andumerIS2 019+ it is one of the instruments for
and evaluation of research and development”™ pill/l
21 century through a proposed new measure aimed at suppgrspecific research programmes

with relevance to the scope of the threats impacting society as a whole.

One of the key implementation instruments under the Innovation Strategy of the Czech Republic
2019-2030 and the National Research, Development and latiow Policy is the National Research

and Innovation Strategy for Smart Specialisation of the Czech Republie2P@04(National RIS3
Strategy). This strategy document ensures the effective channelling of funding (European, national,
regional and private) nt o priority sectors to make full us
potential. The National RIS3 Strategy sets out a framework and a process to profile these sectors
(especially the entrepreneurial discovery proces€EDP), removing the main barriete their
development and creating tools to support them. In collaboration with other departments, the
Ministry of Industry and Trade is working on a revised National RIS3 Strategy for the2@221
programming period. Work is underway to update the anabjtiand proposal sections of the
National RIS3 Strategy, and the outputs of this work are being discussed with experts and
representatives from the research, development and innovation (R&D&I) sphere. Work is also in
progress to update regional RIS3 stgitss. During 2020 the draft National RIS3 Strategy will be
discussed with partners, and before the end of the year it will be submitted to the Czech
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Government for discussion in order to satisfy the key precondition for drawing from EU funds for
R&DA&I.

Thelegislative framework is set out in Act M80/2002 on public funding of research, experimental
development and innovations, amending certain acts (the Research, Experimental Development and
Innovation Aid Act), as amendeddn extensive amendment of the @ is currently under
preparation, and it should primarily introduce support for innovations and new instruments other
than subsidies to fund research, development and innovation in order to simplify and improve the
flexibility of the aid system, as wels &nshrining the role of the representation of applied research,
etc.

One of the main tools for managing the R&D&I system is Methodology 17+, approved by the
government in February 2017, which concerns modifying the system for evaluating research
organisatons by switching from a quantilyased system to one that evaluates the quality and
impact of research and development results. Methodology 17+ was developed for all evaluation
modules in the universities sector. Implementation of the first comprehenswaduation began in

the fall of 2019 and will end in 2021.

Total expenditure on R&D in the Czech Republic came to CZK 102.8 billion in 2018, representing
1.93% of GDP. This loteym increase in spending was primarily due to the sustained growth of
busines spending.

In January 2020 the government discussedAmalysis of the State of Research, Development and
Innovation in the Czech Republic and International Benchmarking in 2Aé&nalysis revealed that
almost 60% of spending on research and develognierovered by businesses, and that business
spending on research and development rose to 1.12% GDP. Theetamgncrease in total spending

on research and development in the Czech Republic in the period-2008 was therefore primarily

due to a sustaied increase in business spending. The principal objective for business spending on
research, development and innovation is to create the conditiams Husiness spending to be
approximately 1.5% of GDP from 2024 onwardse. rising to CZK @0 billion. This increase in
business spending to 1.5% of GDP should be aided by a measure to simplify support through tax
deductions, introduced in 2019 thanks to cooperation between the General Financial Directorate, the
Ministry of Finance, the Union of Industrydaiiransport of the Czech Republic and the R&D Council.
Domestic public funding in 2018 totalled CZKbBlton. We can also trace a gradual increase in
international public funding to CZK 6.6 billion. For the next few years a further increase in
international public funding can be expected due to drawing from ESIF.

Concerning the agenda faupporting large research infrastructures from public fundirig the
Czech Republic, the government will take the necessary steps to open the next round of their
international peer review, which will take place in 2021. This evaluation aims to engage independent
expertise so that the government can take an informed political decision on supporting large
research infrastructures from public finance in the Czech Repultieruhe forthcoming 20232029
multiannual financial framework. The methodology for this international peer review of large
research infrastructures will reflect examples of best practice in the evaluation of research
infrastructures by the European Strate§orum on Research Infrastructures (ESFRI).

Significant support for research and development is provided under the Operational Programme
Research, Development and Education, coordinated by the Ministry of Education, Youth and Sports.
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Its objectives are fo Czech research to meet the highest international standards, to improve
cooperation in research, to enhance the infrastructure for educating future researchers, to develop
human resources for research and development, and to improve strategic managemesticnal

and regional level.

TheTechnology Agency of the Czech Repuidi@ major provider of state aid for R&D. It supports

R&D projects aimed at excellent loteym cooperation (National Centres of Competence),
international cooperation projects (DEA 2), social sciences and humanities projects (ETA), projects
promoting the inclusion of young researchers in R&D (ZETA) and projects aimed at commercialising
research outputs in practice (GAMA 2). The Technology Agency is also the implementing agency for
three departmental programmes: TREND (Ministry of Industry and Trade), ENVIRONMENT FOR LIFE
(Ministry of the Environment) and TRANSPORT 2020+ (Ministry of Transport). For other departments
the Technology Agency also operates the ISTA information systdmiradertakes work related to

the evaluation process for the administration of
of Agriculture—the EARTH programme, Ministry of Interiothe IMPACT programme). Negotiations

have begun with the Ministry dbefence, where the Technology Agency could be the implementing
agency for a planned applied research programme. Furthermore, the Technology Agency is actively
collaborating on the devising of the new RIS3 strategy, and in cooperation with other central
gowernment authorities it is involved with implementing the Innovation Strategy of the Czech
Republic 201982030.

The Technology Agency is also part of BIEA cofunding projects under a framework programme
(Horizon 2020) of the European Commission, for wiiiene will be five international calls in 2020:
Aquatic Pollutants, MERA.NET 2, CHIERA IV, ERMIN and EuroNanoMedl. In these calls the
Technology Agency will financially support Czech applicants. The Technology Agency also implements
the EEA and Norway Grants for research in the form of the KAPPA programme, aimed at
international cooperation between Czech organisations and partners from Norway, Iceland and
Liechtenstein. The first public tender under this programme was announced in November 20119, w
February 2020 as the deadline. This year intensive cooperation will continue with the TAFTIE network
of European innovation agencies, to which the Technology Agency belongs. In 2019 the Technology
Agency also continued its participation in CSA projaatsled under Horizon 2020, specifically the
GEECCO (Gender Equality in Engineering through Communication and Commitment) project and
NewHoRRIzon (Excellence in science and innovation for Europe by adopting the concept of
Responsible Research and Innova}io

Space activities

In view of the considerable significance of space activities for the national economy, the government
is continuing its close cooperation with the European Space Agency and the EuropedhAgRISS

(GSA) in order to improve the teclai level of Czech industry and its competitiveness. GSA is based
in Prague, anavith effect from 2021 will be renamed the European Union Agency for the Space
Programme(EUSPA), and its scope will be extended to include additional elements of the EU Space
Programme. The Czech Republic will take steps to ensure the smooth transformation of the Agency,
and will seek to increase its financing from EU funds.

“ European Economic Area.
“ Global navigation satellite system.
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TheNational Space Plais the strategy document for space activities. The government approved the

new \ersion for 20262025 on 140ctober 2019. The neNational Space Plaior 2026-2025 reflects

devel opments in space activities in Europe and
new capacities, and it sets out priority areas and directionshferCzech space sector in 262025.

Investing in space activities

The key instruments for implementing space activities in the Czech Republic ar&SAe
programmes which allow Czech enterprises and academic institutions to directly participate in
European space projects. More than 70 industrial enterprises and academic institutions from the
Czech Republic are currently engaged in these programmes, and this has been reflected in an
expansion of the Czech space industry. In connection with the Mational Space Planand to

ensure the further expansion of the space sector in the Czech Republic and establish the country as
an important European partner for this sector, for subsequent years the government has approved
'y AYyONBIasS Ay (KS contib&iéhk to apSonadBSA prapfammes slighdd with
industrial objectivesfrom CZK 555 million to CZK 830 million.

The government has also approved the continuation of financing Emamework Project

AYLIX SYSyGAy 3 9/{ -réaded dctivieh jg g CzecF RefubdictieSpresent level of

CZK 375 million annually. The Framework Project enables Czech organisations to design technologies

of a standard that can then effectively compete with technologically more advanced rivals in other
countriess. This substantially improves Czech organi s
and subsequently in supply chains. The initiation and continuation of the Framework Project are part

of the National Space Plan

3.3.3 The business environmeartd the internal market

One of the most important priorities for the Czech Republic in the EU is the internal market. The
Czech Republic has therefore been working for many years to deepen the internal market and
remove persistent barriers (as covereddietail in the government documemriorities in the Agenda

for the EU Internal Market 20£2020¢ 2019 updaté . The Czec hterRepripritydfidri ¢’ s |
the internal market is the completion of the free market in services, in collaboration with likeahind

EU states. The importance of the internal market must be highlighted as much as possible to ensure
this topic is again included among the top priorities for the Commission. The Czech Republic will
implement measures in accordance with thengterm action plan for better implementation and
enforcement of single market ruledn this context there must be greater emphasis on the
strengthening, application and prompt enforcement of the rules, which must be a commitment
shared by the Commission and the Elgrivber States as part of efforts to remove barriers and make
the EU internal market more efficient. The Czech Republic will continue to support the swift approval
of the proposed notification directive, the adopting of which should improve the notificadibon
regulations on services.

In 2020 the Czech Republic will continue to raise awareness among Czech entrepreneurs and citizens
of their rights and opportunities on the EU internal market using the existing information tools,
which include Points of Singl@ontact (PSCs), the Product Contact Point (ProCoP) and the SOLVIT
network. An important reform initiative related to keeping the business sector well informed is the
implementation of the regulation establishingSingle Digital GatewayWhen fully functioal this
gateway will serve as a signpost from where citizens and entrepreneurs can find their way to the
information, procedures and assistance services they need, including in foreign languages. Ultimately
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the Single Digital Gateway will replace the &legic PSCs. The information component of the Single
Digital Gateway will be launched at the end of 2020.

In 2020 the Ministry of Industry and Trade, in collaboration withsiness representatives, will
continue holding regional seminars covering topidatexl to crossborder service provision and the
posting of workers. These seminars have been welcomed and positively rated by entrepreneurs and
cooperating partners.

In February 2020 the Ministry of Industry and Trade published the results of an onlwvey dor
entrepreneurs that mapped in detail barriers on the EU internal market. These results have been
shared with relevant partners at national and EU level. The questionnaire attracted 140 responses,
which revealed that barriers on the EU internal maree seen as more problematic for companies
providing services than those offering goods. The greatest obstacles to providing services on the EU
internal market include the conditions and administrative requirements related to posting workers
and employilg local workforces. Entrepreneurs also often encounter unpredictable conduct and
communication from local authorities, and the administrative procedures related to -trasker
service provision are slow/complicated/frequently amended. These barriers sporel to the
barriers identified in the Commission Communication on barriers on the single market published in
May 2017.

The business environment

Several partial measures to reduce the administrative burden on entrepreneurs have already been
implemented acoss various aspects of business. The Ministry of Industry and Trade publishes
current information on this agenda on its website each y&dust seven measures remain to
achieve the objective of implementing 40 measures to reduce the administrative bimdéme end

of 2020, so this objective should therefore be met. In the context of initiatives to reduce the
administrative burden on entrepreneurs, it should be mentioned that in September 2019 the
Ministry of Industry and Trade commenced the next stagasdEcoaudit(collecting and processing
proposals and suggestions from the business sector to reduce the administrative and financial
burden related to the application of environmental protection regulations). At the end of 2019
verified proposals were paed to the Ministry of the Environment for further processing. In the
course of 2020 the Ministry of the Environment will discuss new proposals with the Ministry of
Industry and Trade and representatives of the business community. The final documenhewith
proposals for legislative and other measures and an overview of tasks implemented in previous
phases of Ecoaudit, will be submitted to the government for approval by the end of 2020.

In collaboration with the Ministry of Finance and other departmetit® Ministry of Industry and
Trade has come up with ten principal measures to improve the business envirofiment:

1 Support for family businesses

o Ministry of Industry and Trade, in collaboration with the Association of Small and Medium
Sized Enterprises arttrafts of the Czech Republic (AMSP), has come up with a definition of a
family business and a family trade. This definition was accepted by the government in a
Government Resolution dated Nay 2019.

“® Available atwww.mpo.cz/AZ

“ Entrepreneurs are kept up to date on the implementation of these measures via the walysitezivnostenskybalicek.cz
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o Family businesses face a great challenge when thajinati owners retire and decide what
to do with their businesses, i.e. how to leave them to the next generation. The Ministry of
Industry and Trade has produced a publication on this matter.

o To better and more effectively target support for family busimsssin March 2020 the
Ministry of Industry and Trade, in collaboration with business associations (AMSP and the
Czech Chamber of Commerce) and the Chdotavian Guarantee and Development Bank
(CMZRB, a.s.) launched a busisessesm for the regi :¢

0 On the basis of a decision by the Ministry of Industry and Trade, bmah uary 2020 CM,.
a.s. announced two new special financial instruments to support family businesses (the
Guarantee 20152023 programme and the EXPANSION programme).

1 Simple startups — By linking the Citizen Portal with the Commercial Register, trades can be
registered and licence applications made, including registering for tax and deductions. In 2019
an electronic filing service was launched on the Citizen Portal, thémgilgmenting one of the
important tasks in reducing the administrative burden.

1 Legislative amendments only two times a yeatAn amendment of the Act on the Collection of
Legislative Acts and International Treaties, introducing two dates on which alréegdhtions
come into force (Uanuary and July), with some exceptions, was published in the Collection of
Legislative Acts onovember 2019 and came into force onBé&cember 2019.

1 No more tax exemptions- The aim is to simplify the tax system in erdo remove nhumerous
controversial and unsystematic exemptions.

1 A single database for official forms All forms and related information have been updated on
the Businessinfo portal, including an audit of the current situation. In the next phase selected
forms wil be reworked as “smartfor ms to prej

1 All obligations in one place- On 1January 2020 a new website for entrepreneurs was
launched, www.businessinfo.czAl helping to achieve this objective is the Chamber of
Commerce’'s new information system for entrepr
obtain an overview of their obligations with regard to the public administration.

9 Curtailing statistical surveys Thanks to cooperation between the Czech Statistical Office and
the General Directorate of Customs, the threshold above which an entrepreneur is obliged to
report statistical data to Intrastat has been raised from CZK 8 million to CZK 12 milliong.a. Thi
means that almost 1,700 entrepreneurs will no longer be obliged by law to report this data. The
objective for the future is to further raise this limit to as much as CZK 20 million p.a.

1 Simpler taxes for small businessedt is planned to introduce arggle lumpsum payment for
traders with an annual turnover up to CZK 1 million. For taxpayers, communicating with the
state will be simplified thanks to a straightforward and intuitive online interface for the tax
office that the Ministry of Finance plang launch in 2020 under the name My Taxes.

% Available free of charge in printed or electronic form at; www.mpo.cz/rodinnepodnikani
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1 Compensation for enforcement costs As many as 900,000 citizens currently have problems
with enforcement proceedings. If they are in employment, their employers incur considerable
administrative and financial castrelated to enforcement. It is therefore essential to either
introduce a system for compensation to cover these costs, or substantially amend the relevant
legislation.

1 A more accommodating building authority A trader or entrepreneur (builder) will be kbto
file an application, including documentation, electronically via the Construction Portal, and the
builder will also be able to obtain all of the opinions required from the relevant authorities and
owners of the public technical and transport infragtture in the same way, i.e. electronically.

Support for small and mediunsized enterprises

The Czech Republic is working to provide targeted aid to SMEs, especially in three priority areas:
creating a favourabl e busi ne sdo funding,iandofaciitatingt , i mp
entrance to foreign markets. The emphasis is mainly on using funding from Operational Programme
Enterprise and Innovation for Competitiveness (OP EIC), with a total allocation currently at CZK 103.1
billion, and on increasintpe use of recoverable forms of supporting enterprise.

The Ministry of Industry and Trade will also work on further revisions to the current definition of
SMEs, as this concerns very important changes for drawing state aid, EU funds and other forms
allowing SMEs to access finance, with a scope that is interdepartmental. The Commission first issued
notification of the planned revision of the definition in the summer of 2017, as part of an initial
impact assessment, and it then started evaluating the impletaigion to date of the current
definition (based on Recommendation 2003/361/EC dfl&y 2003 concerning the definition of
micro, small and mediursized enterprises), in collaboration with the Member States. This definition

is also enshrined in Act NiY/2002 on support for small and mediugized enterprises, in order to
eliminate any difference that could interfere with economic competition, and to facilitate
coordination between individual Community initiatives and domestic initiatives concerning SMEs.

SME also comprise approximately one third of all participants supported by the Technology Agency

of the Czech Republic, and the financial aid for these SMEs accounts for a quarter of the total
financial aid paid out by the Technology Agency. One importattument to support SMEs is the
aAyYyAadNER 2F LyRdzGNE | ynplenteNddPystieiTechneldgp AgencyNEhé@ NI Y'Y
programme’ s principal objective i s to i mprove
expanding their foreign markets, penetiag new markets and moving up global value chains. For

2020 the TREND programme plans to announce two public tenders undepregtamme 1
Technology Leadesnd subprogramme 2Newcomers

The Ministry of Industry and Trade is currently coordinating tlethtoming Operational
Programme Technologies and Applications for Competitiveness (OP , TuN@¢h as part of direct
support for SMEs will be focused on research, development and innovation, the growth and
competitiveness of SMEs and skills developmentwal as the move to a lowarbon economy,
clean mobility, more efficient resource management and the expansion of the digital infrastructure
in the context of the overall digital transformation of the economy. An integral part of the
programme will also & indirect support for SMEs in the form of consultancy or the provision of
specialised services.
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In 2020 the Ministry of Industry and Trade will complete St8IE Support Strategy in the Czech

Republic for 20242027, which will be the key document for suppiog small and mediunsized

enterprises with key measures and initiatives to expand enterprise, which should help Czech SMEs
withstand the many challenges of the digitalisation era, the increasing significance of services,
climate and energy changes andam o r demographic changes that c
competitiveness. This framework document aims to configure an appropriate policy to support SMEs

and create the conditions so that regul ation do
and sothat the projections for technology, education and science become a way of bolstering the
Czech Republic’s international standing, dr awi n
Economic Strategy of the Czech Republic @280 and the Innovation Strategy of the Czech

Republic 2012030 This strategy should also ensure synergies and complementarities within the
individual support programmes at national and EU level.

3.3.4 Quiality of public administration
Implementation of the Civil Service Act

Aspart of the ongoing implementation of th€ivil Service Ac¢tregulations have been issued relating

to individual processes in the civil service. One of the regulations produced in this context is the Staff
Regulation of the Deputy Minister of the Interifar the Civil Service N¢/2019 of 5November 2019,

which sets out the Framework Regulations for Training in Civil Service Offices, covering the rules for
training civil servants and staff temporarily appointed to a service post in accordance with Sections
178 and 178a of the Civil Service Act. In connection with the ongoing implementation of the Civil
Service Act, the Guidelines of the Deputy Minister of the Interior for the Civil Servi2€0L9,

setting out the details of the changes to employmenthie tivil service, were also updated.

Related to the implementation of the Civil Service ActAamalysis of the Effectiveness of the Civil
Service Actwas produced in the form of an ex post regulatory impact assessment (RIA), which
evaluated the true impas of the Civil Service Act several years after it came into force, looking at
how far the Czech Republic had achieved the objectives and the fundamental principles of civil
service legislation, inter alia as defined by the Commission.

Quality managementn civil service offices

As part of introducing quality management in civil service offices, and on the basis of the
governmentapprovedMethodology for Introducing Quality Management in Civil Service Otites

the Guidelines for Quality Management in iC8ervice Officesspecific measures continue to be
introduced to improve the quality of civil service offices, with the Ministry of the Interior providing
methodological support for implementing the Guidelines.

Strategic Framework for the Development d¢iie Public Administration of the Czech Republic for
2014c2020

The Strategic Framework for the Development of the Public Administration of the Czech Republic for
2014¢2020is the basic document setting out the development of the public administration and e
government up to the end of 2020. In 2019 specific objectives and measures were implemented, as
specified in the Implementation Plans for the Strategic Framework.
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The measures are aimed at greater transparency in the financing of the public administration;
simplifying the public administration’s territor
administration institutions; introducing process modelling of agendas; reducing the regulatory
burden and introducing quality methods; devising methagsl a monitoring system to evaluate the
performance of public administration in terms of its effectiveness, economy, efficiency and
appropriateness; increasing the accessibility of public administration wW@wvernment, and
professionalisation and humamesources development in the public administration.

In 2019 a new strategy document was producé&tlientOriented Public Administration 2030
together with anAction Plan for 2022023 The document was submitted to the government for
approval. An updatedsystem for measuring and evaluating the public administration was also
produced and will be submitted to the government for approval in the first half of 2020. The
Methodology for Determining Overheads for the Public Administratias revised, and it shddl
serve as a practical guide for preliminary evaluations of the costs of the public administration
generated by newlgrafted legislation. The methodology will be submitted to the government for
approval in the first half of 2020.

In June 2020 thé&nnualReport on the State of the Public Administration in 28lBbe submitted to

the government. It will describe the current state of the public administration and highlight selected
pressing topics. In 2020 another round of a training programme for elgej@esentatives of towns

and municipalities will be heldRepresentative Workshop.Ilh connection with the completion of

the legislative process for an act on the territorial administrative structure of the state, all relevant

parties will be informed la o u t the act’s i mpacts. There are al
financing for additional agendas of the public administration that have been delegated. A tender will

be opened to produce aanalysis of obsolete regulationsand the use oEasyto-Real Methodology

will be developed at both levels of the public administration.

In January 2019 a governmeapproved update to theMethodology for Creating Public Strategies
helped to improve the strategic environment. In 2020 the Methodology will be supited with
graphic publications and other templates to facilitate its practical application. The pidi@goping
Strategic Work in Public Administration Institutions and Proposals for Greater Effectigenessted

a number of recommendations to improverategic work, which will be examined in 2020. The
STRATeduk#raining programme, completed in 2019, was accredited in March 2020 and is now
available. Th&trategy Databasg' an electronic instrument for strategic management and planning,
will help with producing and evaluating strategic documents, and will offer a practical overview of
them. TheObcePR@pplication” provides methodological and technical support for municipalities
when creating municipal development programmes.

Since 2018 the Ministry ofhe Interior has been implementing the projedtraining Public
Administration Employees and Promoting Activities inGovernment This project is aimed at
increasing citizens’ a wa r -gaverngent toofs, famiiagisatienxwits t e n c e
electronic public administration, understanding how individual tools work and providing assurance of

their security.

* Available athttps://www.databazestrategie.cz/
%2 pvailable athttp://www.obcepro.cz/
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Strategic development of the public administration after 2020

The new strategy document for the public administrati@jentOriented PublicAdministration

2030 envisages achieving by 2030 a public administration that is maximally-atiented and will
create the conditions for further improvements in the quality of life and prosperity of the Czech
Republic and its inhabitants. This visisnset out in five strategic objectives based on achieving
progress in specific aspects of how the public administration works. In the first three years these
strategic objectives will be implemented under the Action Plan for 22023.

One objective isa improve the coordination and management of public administration. If an analysis
of best practice in other countries and an analysis of powers conclude that this is the best solution, a
new act on powerswill be drafted. In response to the high degree fodigmentation between
regional selHgovernment units,cooperation between municipalities will be strengthened within
municipalities with extended jurisdiction

Evidenceinformed decision makingwill be reinforced, and aystematic approach to creating
innovations will be introduced through new innovation laboratories. As part of this, motivational
training programmes will be implemented, innovation actors will be networked, etc. There will also
be better communication with the public, more citizen partatipn, and the expertise of elected
representatives, officials in sedovernment units and civil servants will be further improved.

The strategy document will also include areas which have been continually improved in the Czech
Republic. For instance, th€zech Republic continues to struggle with the qualitysthtegic
management and planning The strategy document will promote further development and the
implementation of methods, tools, innovations for strategic work and overall improvement in the

strat egi ¢ management environment . The Strategy Da

extended.
The eCollection and e_egislation project

The implementation of the «€ollection and é_egislation project is continuing successfully. The
project is aimed amodernising the legislative process and improving the accessibility and coherence

of the law. Regarding the relevant legislation, it now remains to incorporate the electronic legislative
process into the Senate’s Ru | ppsed amendnenmt doctieed ur e ;
Constitution of the Czech Republic currently under discussion.

It is anticipated that both systems will be fully launched odaftuary 2022, when the Act on the
Collection of Legislative Acts and International Treaties comes inte.fd?ilot operation of the
system is planned from September 2020 onwards.

In conjunction with this project, an electronic information system for the Collection of Legal
Regulations of Regional S&bvernment Units and Selected Public Authorities will dlscset up.

This information system, whose founding is currently under discussion in the Chamber of Deputies,
should then be integrated into-€ollection.

Public procurement

The Public Procurement Acand its implementing legislation, which came into foae 1October
2016, substantially reduced the overall administrative burden for public procurement and offered
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greater flexibility for contracting authorities and contractors, in line with the procurement directives.

The public procurement coordinator isquiding users of the Public Procurement Act and the general

public with largescale methodological support, training and consultation on the awarding of public
contracts. In its Country Report Czechia 2020, the Commission itself reports that the Il

for public procurement is improving, noting the forthcoming amendment of the Public Procurement

Act as well as training activities to improve the professionalism of the procurement process at
municipal level. The amendment of the Public ProcuremAnt is currently under discussion,
addressing the Commission’s mi nor reservations
procurement directives. To provide methodol ogi ca
coordinator has set up a contae-mail address and an infoline for anyone to query the awarding of

public contracts.

The Public Procurement Act’ s ¢ o olraidingrPeogrammaeor egul ar
i mprove users’ expertise i n pights And dutiep of coatactimyme nt |
authorities, contractors and control authorities. In 2019 the programme organised almost 60 training

events with 2,130 attendees. Beyond this Training Programme, the Eurocentres organised a training
campaign throughout th€zech Republic call&l) Subsidies and PUBLIC PROCUREMB&fies of

specialised seminars for hospitals as contracting authorities,Paridic Procurement Dag block of

lectures aimed at specific institutions in the field of public procurement. In 20fr@ining module

was launched for public procurement controllers and the staff of the Centre for Regional
Development. The frequency of such events, their subject matter and participant numbers should be
similar in 2020.

Implementation of the Strategy foElectronic Public Procurement for 2048020

In line with EU Council recommendations, the Czech Republic has continued implementing measures
to improve the transparency and efficiency of public procurement. In January 2016 the government
approved itsStrategy for Electronic Public Procurement for 2€A@20, Evaluation of the Efficiency of

its Operation and a Proposal for the Use of Public Administration Electronic Marketplaces, and a
Proposal for the Mandatory Use of a National Electronic Instrument

Measues under implementation in 2020 include monitoring best practice for electronic public
procurement in other countries, with an assessment of the potential implementation of the best
solutions in Czech legislation; information events aimed at introducihectrenic public
procurement; consultancy for contracting authorities and contractors; reviews and the drafting of
methodologies for the Public Procurement Act and its implementing legislation in view of the
substanti al i ncr eas eduties) and oreating a oewisystgm faruptiblicsingi t i e s
information.

Measures to optimise the functioning of the individual modules of the national public procurement
infrastructure are in various stages of progress (e.g. merging the Public Procurement Rulietire
Public Procurement Information System), as is the implementation of measures related to electronic
public procurement based on the development of national and European projects for electronic
public administration (e.g. ensuring that electronistiuments are in compliance with the European
elDAS Regulation and the Directive on electronic invoicing in public procurement).
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The fight against corruption

The basic institutional arr ange me-ootruptiompolty, s ub st e
coordinated by the Ministry of Justice, are set out in tB®vernment AntiCorruption Strategy

2018;2022 Related to this Strategy are oyear anticorruption action plans with specific anti

corruption measures and clear arrangements for coordinating thgaementation.

On 9December 2019 the government approved #eti-Corruption Action Plan for 2020Part of the

Action Plan are measures to implement 5MLib the form of a bill on records of true owners and an
amendment of the Act on selected measuregaist legitimisation of proceeds of crime and
financing of terrorism. The Action Plan also includes measures concerning public procurement, both
legislative (an amendment to the Public Procurement Act) and-legislative in the form of
methodologies andtraining. In addition to the governmergpproved bill on free access to
information, a transposition amendment for the act will now be submitted. Important -anti
corruption legislative measures where the legislative process is continuing from previous years
include the governmenapproved bill on lobbying and a proposal to extend the powers of the
Supreme Audit Office, as well as a bill on the protection of whidterers which should be
submitted to the government in September 2020. Last but not least,Ation Plan looks at the
amendment of the Courts and Judges Act, and a |
discussed by the government, that implements some of the recommendations made to the Czech
Republic by the GRECO group.

Regulatory Impct Assessment (RIA)

The Czech Republic has long struggled with an increasing quantity of regulations and their worsening
coherence. Regulatory Impact Assessment is an internationally recognised instrument to improve the
quality of legislation. However, practice RIA is treated formally and the review of the effectiveness

of regulation (ex post RIA) is all but forgotten. In 2020 the Office of the Government (specifically the
Government Legislative Council) planssuigbmit to the government a proposal fothe uniform

application of ex post RIAvith the aim of introducing the uniform and systematic processing of
reviews. Interdepartmental consultation took place in February 2020. The planned measures require

an amendment of the General Principles for Requiatimpact Assessment and the Government
Legislative Council ' s Statut e. The coordinator
coordination for the producers of ex post RIA in the form of a manual and training.

3.3.5 Digital agenda andgovernment

Gountry Report Czechia 2020

I n this year’'s Report on the Czech Republic, t
services are becoming increasingly available, the number-gdvernment users is only growing

slowly, and use of elD cards is Iadowever, the use of digital services by the public is improving

each year as more online services become available (in March there were over 130 such services),

and there is a growing range of other means of online access. The implementation -dfiersaly

and efficient online services for citizens and corporations will continue in line with the Information
Strategy of the Czech Republic. A national catalogue and search engine for public administration
services is being prepared and will be published lba Public Administration Portal, while the

individual components will be published on the websites of the individual authoritiesler Act

%3 Fifth Money Laundering Directive.
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No012/2020 on the right to digital servicesthe government will draw up a timetable and
methodology for the graduatligitalisation over the next four years of operations listed in the
catalogue of services that are not yet provided as digital services or executed as digital acts, and
whose nature does not rule this out.

Digital Czechia

The Digital Czechia programris a set of strategies to put in place the conditions for the Czech
Re publ iterh prospentynig the digital revolution. Digital Czechia covers three main pillars
(individual strategies) that comprise a logical whole with a large number of interkal lnt in a
structure that reflects their targeting to different beneficiaries, as well as differences due to the
current legislation1. Czechia in a Digital Europe (CDE), 2. Information Strategy of the Czech Republic
(ISCR), 3. Strategy for a Digitabmmy and Society (DES)

The aforementioned resolution also instructed the Minister of the Interior to subupitiated
implementation plansto the government. Work on updating the plans is currently underway. From
September 2019 to 3danuary 2020 a catalog of objectives was open for all concerned ministries
and authorities to edit. Once the objectives had been amended and confirmed by the coordinators,
they were used to produce implementation plans for 2020, including the anticipated financial
allocation.Given the need to align the updated implementation plans with their funding under the
proposed budget for 2021, and in view of the state of emergency due to the CXO\@Pidemic, the

time limit for submitting these materials to the government has beeterded to 31May 2020.

The first pillarCzechia in a Digital Europés primarily aimed at ensuring the effective promoting of

the Czech Republic’s position when negotiating
digital economy and societyiccording to the implementation plans approved by the government in

April 2019, the CDE strategy has two main objectives: meeting institutional needs for the effective
coordination and financing of the str anicaigny’' s i m
on current topics and opportunities in the EU’ s

CDE i mpl ementation pl ans :Comnfittee fdDthd Digitak Singlé Markbte Go v ¢
in Europeplays an important role in achieving these objectives. Its members hédipriaulate the

Czech position on current EU legislative and other initiatives. As part of this pillar there is also a large
guantity of communication directed at the EU anc
image as a digitalisatieoriented country that promotes innovative solutions. Workshops on the

data economy were held in 2019, together with a round table and public consultation on the Digital
Europe programme, and seminars on current issues in the digital economy were organised in the
regional Eurocentres. The forthcoming updating of the implementation plan will set out individual
objectives and add a third key objective that \
digital agenda.

The second pillar of Digital Czechia i® timformation Strategy of the Czech Republithe
fundament al document setting out t he Czech Re
information systems and the principles for purchasing, creating, managing and operating such
information systems ithe Czech Republic up to 2023.

* TheDigital Czechiprogramme was approved in Resolution No 629 6fcBober 2018.
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Implementing this strategy requires cooperation between central government authorities and city
and municipal authorities on the digitalisation of state administration agendas and the delegated
performance of state adminisition, as well as cooperation on the work of city and municipal
authorities.

The Ministry of the Interior has published several strategy documents relating to the ISTR:
management methods of public administration in the Czech RepahkcGovernmenGlossarythe

National Architectural Framewornd theNational Architectural Plart All of these documents, and

the information and obligations they contain, are aimed at more efficient (but not necessarily lower)
spending on state IT, and at better ace¢s egovernment services for the state administration, local
administrations and above al/l the public admini
nationals.

Electronic identification

Act N0250/2017 on electronic identificatiorset a tvo-year transition period, during which when
people access online services that are part of policy implementation, or for which identity checks are
required by law, their identity can be verified using electronic identification systems (and by
extension etctronic identification means) other than those that satisfy the requirements of the
Electronic Identification Act.

According to this act, with effect fromJuly 2020 access to such online services should onhate
qualified electronic identification system or electronic identification means issued by qualified
administrators (identity providers) that are connected to the National Identification and
Authentication Point (NIA). The exception are special cases for which specific legislation exgscitly la
down an alternative method for natural persons to prove their identity for a specific agenda or
service. By the end of the transition period, public authorities should have created and connected
their online services/portals that require identity chedksthe NIA.

The state currently has twaoelectronic identification systems offering the following electronic
identification means:

9 ID card with an activated chip issued afterJily 2018.
I User account (name, password, SMS).

In January 2020 the company Pivn cer t i fi kacni autorita, a.s. re
qualified electronic identification system, and it will issue a means with-leiggl assurance. The

portfolio of electronic identification means issued by qualified privegetor administators (identity

providers) should gradually be extended, and this is also related to the Banking Identity project
(https://bankovniidentita.cz/).

Concerning the availability of online services connected to the NIA, citizens can currently (by using
e.g. the new electronic ID cards) remotely access over 130 public administration services, some of
which require a data bo¥.New services are gradually being added.

% Available athttps://archi.gov.cz
% Alist of the services that can be accessed is availabletas:/info.eidentita.cz/sep/
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Work is continuing on an electronic identification system using a secure application for smepho
This will supplement the existing electronic identification means, i.e. ID cards with chips and user
accounts.

Citizen Portal

Citizen Portal is the transactional part of the Public Administration Portal and is only available after
logging in with a garanteed identity. In March 2020 it offered over 130 services, e.g. archiving data
messages, including the option of making submissions; a simple payment interface; displaying and
managing data from public administration information systems; document g®raoptional
notifications via push messagesmail or text message, and new services from connected central,
regional and municipal authorities. There is also the option of receiving additional statements,
extracts, etc. from Citizen Portal without owgira data box, as well as a structured list of links to
forms available on other portals. Citizen Portal has approximately 50,000 registered users and
attracts three to four thousand hits a week.

Work on Citizen Portal is ongoinhe Digital Czechia stragg envisages its development will
continue until at least 2024and the new Right to Digital Services*Aitee below) similarly includes

the portal’s further development. The Ministry
that is gradually bieg adopted by other authorities for use with their websites or applications.

Integrated Foreigners Agenda System

As part of the Digital Czechia strategy, and in line with plans for the digitalisation of the public
administration, the Czech Republic intentb digitalise residence for foreign nationals. To this end a
feasibility study of the new Integrated Foreigners Agenda System will be completed in 2020. The
study is financed by the Commission and implemented under the Structural Reform Support
Progpamme Besi des a comprehensive analysis, the pr
for an information system, which will serve as the basis for tendering and subsequently
implementing a new information system for foreign nationals that will makestiage administration

more efficient while providing new digital services for the public, specifically foreign nationals
(including EU citizens). The information system should be installed by 2025. The Ministry of the
Interior is also working on a projetd develop an Information Portal for Foreigners, using artificial
intelligence and an intuitive interface to improve the quality and availability of information provided
to foreign nationals and facilitate their access to information, thereby also faiititatheir
integration as such. The information portal should be developed before the end of 2021. The
Information Portal for Foreigners should then serve as the interface for the aforementioned
Integrated Foreigners Agenda System.

Strategy for the Develoment of the Infrastructure for Spatial Information in the Czech Republic up
to 2020

The Strategy for the Development of the Infrastructure for Spatial Information in the Czech Republic
up to 2020 (GeolnfoStrategy) was approved in Resolution of the Govetrohéhe Czech Republic
No815 of 80ctober 2014. It sets out the key principles for the development of the public
administration and egovernment with regard to spatial information.

5 Act No 12/2020 otthe right to digital services, amending certain acts.
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The development of th&lational Spatial Information InfrastructuréNSI) affects almost all aspects

of the public administration, cutting across the jurisdictions of its individual departments and levels.
The interdepartmental character of the GeolnfoStrategy means that when formulating objectives,
account must be taken of ¢éhdifferent legal, procedural, institutional and financial conditions under
which the public administration operates in various fields. In this context the objectives formulated
by the GeolnfoStrategy are the basic principles shared by the public adiistfor the requisite
development of the NSII, and the strategy therefore functions as a strategic framework.

GeolnfoStrategy Action Plan

The implementation of the GeolnfoStrategy has been guided byAtt®n Plan for the Strategy for
the Development ofthe Infrastructure for Spatial Information in the Czech Republic up to 2020
(GeolnfoStrategy AP), coordinated by the Working Committee for Spatial Information.

The updating of the GeolnfoStrategy AP in 2017 (under Government Resolutitiz ddd®January
2017) instructed the Minister of the Interior and the Chairperson of the Government Council for
Information Society to coordinate the implementation of the updated GeolnfoStrategy AP, submit
information on its implementation by 3luly 2018 and 2020, ansubmit a summary of the
implementation of the GeolnfoStrategy AP to the government by 31 July 2021

Government Resolution NgiL5 instructed the Minister of the Interior to producedeaft Strategy for

the Development of the Infrastructure for Spatial Inforation in the Czech Republic after 202
consultation with the President of the Czech Office for Surveying, Mapping and Cadastre and the
Ministers of Defence, the Environment, Transport, Agriculture, Finance and Regional Development,
and submit it to thegovernment by 3December 2021.

Accessibility of the websites and mobile applications of public sector bodies

On 9April 2019Act N099/2019 on the accessibility of the websites and mobile applications of

public sector bodiescame into force, transposindirective (EU) 2016/2102 of the European

Parliament and of the Council of Z&tober 2016 on the accessibility of the websites and mobile
applications of public sector bodies.

On the basis of this AcGuidelines on the Accessibility of Websites and MobAgplicationswere
produced, setting out the general accessibility requirements for websites and mobile applications,
including the requirements of the harmonised norm on accessibility. Applying the accessibility rules
as set out in the Guidelines requiregpertise in the creation and administration of websites and
mobile applications.

Since January 2020 the Ministry of the Interior has conducted chealswhether bodies are
complying with the law. These checks are carried out in accordance with theocptdan for the
period in question.

Full electronic submission

An important priority for the development of-government in the Czech Republic is ensufing
electronic submission aimed at enhancing user convenience, improving the quality of services
provided by public administration bodies, increasing the speed and continuity of paperwork, and
boosting the use of government among citizens. In 2020 key methodological documents,
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recommendations and standards will be completed (at the legislative, ataiial, procedural and
technical levels), contributing to the smoother implementation and homogeneity of the strategy for
full electronic submission in the Czech Republic

The Public Administration Portal and the Data Blmtormation System

The Public Administration Portal is a tool to ensure the quality of services in the provision of reliable

and guaranteed information, and together with the Data Box Information System (DBIS) it simplifies
communication with the authorities for €zh citizens and foreign nationals. Further expansion of the

DBIS is planned for 2020, esgtting up data boxes after logging in with an elD cardtroducing

l ogging in electronically from assurancenicl evel

l denti fication Act), the option of transferring
electronic Mobile Key supporting users logging into the NIA with the Mobile Key application,
introducing the electronic delivery of access datatonattr per sons'’ data boxes,
set up boxes for legal translatorénterpreters and expert withessegwith effect from 2021). For the

futur e, it is planned to allow the Public Admi
documentsand forms online.

The Right to Digital Services Act

I n March 2019 a privat e theeighbte digital setvicesThe bilavas s u b mi
passed and came into force onFgbruary 2020 as Act N@/2020 on the right to digital services,
amendiigy certain acts. Some of the acRebrarypOROVi si ons

The act’s principal objective is to fundament al
clients of the public authorities in the position of service useesthe electronic provision of the
public authorities’ s er v ila2020 on the.right to digital skiviges t a | S
covers users’ rights to the provision of di gi t
undertake didial acts in relations with public authorities, the creating of a catalogue of services, the

right to the official verification of electronic signatures, the right to share data, the right to
certification of digital acts, and the right for a right, obligat or legal fact to be recorded in a

register of rights and obligations.

In essence the main benefits of the new legislation will be the greater penetration of digital services
among citizens, the much more efficient sharing of data between individudicpabthorities, and

last but not least the mapping of the services provided by public authorities and the ways in which
they are delivered.

The act’s implementation wil/ be spread out oV
administrator of themost important public administration information systems, and the regional
selfgovernment units will have adequate time for the necessary technical, organisational and
staffing arrangements, as well as planning financing.

The third pillar of Digital Czeiety the Strategy for aDigital Economy and Socie(fDES), sets out eight
key objectives in accordance with the implementation plans approved by the government in April
2019. These plans have approxi matel yimetabld t ar get s
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Amendment of the Banking Act

Act N021/1992 on banks has been amended by Ac8I2020, and banks will now be permitted to
provide identification services as a business activity with effect frdanibiary 2021.

The Banking Identity project isnaed primarily at allowing bank clients, and by extension the clients
of branches of foreign banks, to use their login credentials for internet banking to also access online
services provided by the public administration and other third parties.

The amendrant of Act Na21/1992 also allows banking identification means to be used outside the
gualified electronic identification system (i.e. outside communication with the National Identification

and Authentication Point under the Electronic Identification Aat)the purposes of authentication

for services provided by third parties and the
do not come under the categories of central government authorities or regionageedrnment

units.

Under Act Nd.11/2009 on base registries, banks and branches of foreign banks are now also
permitted to access the Czec h-tofdaepiniobratioc dngheibhase r
clients. Access to these registries would then help banks and branches of foagis to effectively

comply with their obligations concerning identity checks, in line with AceB8I2008 on selected

measures against the legitimisation of proceeds of crime and financing of terrorism.

Carrying out the DES implementation plans

TheNational Strategy for Artificial Intelligence in the Czech Republigs approved in Government
Resolution N&814 of 6May 2019, implementing the objectives of the Innovation Strategy of the
Czech Republic 2042030 and the Digital Economy and Society strat@gye implementation of the
Innovation Strategy is the responsibility not just of the government, but also of the Union of Industry
and Transport of the Czech Republic, which represents employers. Artificial intelligence (Al) covers
programs and algorithmshat allow decision making to be automated thanks to machine learning
using large quantities of data, and such programs and algorithms therefore have the potential to
replace human resources, especially for routine work. The use of Al is the first steprioting the
creation of an innovation economy in the Czech [
Centre of Excellence for Al in the Czech Republic, which would bring together top scientists from this
country and abroad. Building one of@heuropean centres of excellence can potentially bring the
Czech Republic prestige, attract new investors and scientists, and guarantee funding from the EU
budget, especially from Community programmes suchDagtal Europe The first step towards
building a European centre of excellends the participation of togevel teams from the Czech
Republic in theHorizon 2020programme (ICD48 Towards a vibrant European network of Al
excellence centrgsBy the close of the call on Nbvember 2019 two projectsad been submitted

on behalf of the Czech Republic (ETERNITIS and AIZEN).

The DES strategy covégital Innovation Hubsn the Czech Republic. In line with the Digital Europe
programme, the strategy envisages the building of an international networkigifaDInnovation
Hubs, which will be neprofit organisations or noiprofit coordinated groups of organisations with
expert capacities, together with public administration bodies and education institutions. By
disseminating knowledge and skills, these fiwkill seek to promote the digital transformation of
society, especially in small and medisized enterprises.
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Digitalisation of planning permission and spatial planning

The solution proposed for the digitalisation of planning permission and spatialiptawill consist of

individual functional units (public administration information systems) that can also operate
independently. The system as a whole, made up of the individual components, will be designed so
that it can be modified in line with new legiast i ve requirements and wuser
systems will begin competing this year so that they can be brought into servicéuby 2023.

This year the legislation implementing Act Ai2020 will be prepared, and for information systems
to compete it is essential that a feasibility study be carried out for all information systems.

The digitalisation of planning permission and spatial planning (DPP) will introduce a framework with
the following central information systems, which feature in theesntted Construction Act:

1 Integration platform for the digitalisation of planning permission

1 Information system for spatial and planning procedures

1 Information system for electronic documentation

1 Information system for spatial planning and the managementspditial plans (National
Geoportal for Spatial Planning)

Following on from the implementation of these DPP projects:

1 Any additional technical equipment (hardware) required will be supplied to building
authorities and spatial planning authorities;

1 In connetion with the forthcoming overall recodification of planning permission, a central
information system for planning will be set up in line with Section 21 of the new Construction
Act.

For builders, DPP will make it easier to obtain documentation beforeepings begin. It will ensure

that an electronic administrative file with all documents is kept, as well as simplifying submission by
means of interactive forms, allowing information on the status of proceedings to be accessed, and
facilitating the managemnt of project documentation in standard formats (pdf, dwg and BIM) for
construction projects so that this documentation can be further used. It will also give authorised
persons access to this structured data so that they can use more advanced funaigngof
combining data on spatial planning, data on the terrain and infrastructure, and data on buildings and
proceedings in order to make the processes of planning, siting and permitting buildings more
efficient). Implementing DPP will also allow docurnaion (project and spatial planning
documentation and the relevant opinions) to be shared to speed up the process and provide greater
transparency when it is examined by the spatial planning authority, and for the authorities
concerned to comment on it.

Digital technical maps

A precondition for implementing DPP is the introduction of digital technical maps (DTMs) with full
and upto-date information on all transport and technical infrastructure for the entire Czech
Republic. Although the majority of townand regions, and some municipalities, have already
introduced technical maps, their full use, especially for planning, permitting and siting buildings, is
hindered by the fact that they are not standardised, are not available for the entire Czech Republic,
the data sources are scattered, there is no single point for accessing data, and the data is not
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complete or upto-date. The Ministry of Regional Development, in collaboration with the Czech
Office for Surveying, Mapping and Cadastre, the Ministry ofdimguand Trade, the Ministry of the
Interior, the Prague Institute of Planning and Development and other partners, has therefore
produced a strategy for creating DTMs. The legislation required was passed with A¢{2820,
which instructs all regions tonaintain DTMs and sets out the responsibilities of transport and
technical infrastructure administrators when relaying data to update DTMs.

In March 2020 OP EIC announced a call with subsidies to create DTMs. In 2020 the regions, in
collaboration with thei municipalities, will produce feasibility studies and submit projects for the
introduction of DTMs in all regions. These DTMs will then be implemented ir-2023.

Once the DTMs have been created, information from them will be used by all parties minglan
permission and spatial planning, including citizens, entrepreneurs, planners, public administration
bodies and infrastructure owners. Data from DTMs will also improve the coordination of construction
work and the sharing of the physical infrastructimethe sense of Act Nb94/2017 on measures to
reduce the costs of deploying higipeed electronic communications networks, which will bring
forward the completion of higispeed internet coverage for the entire Czech Republic.

The proposed DPP will cread@ information system in which builders, planners and the authorities
will have a single portal to access information on the status of proceedings, maps, project
documentation and other documents required for planning, siting and permitting construction.

Mapping future skills

In 20192022 the Ministry of Labour and Social Affairs is coordinatingMaeping Future Skills

projectas part of systemic measures for determining
The project seeks to set up mechanssthat will allow the advance identification of new skills that

will be in demand on the labour market, and assign them to existing or new professions and
qualifications. In 2020 the methods for mapping future skills will be analysed, using the expefience

other countries, and sectors will be chosen, methodologies developed and expert communication
platforms set out, i.e. ten sectoral and cremgstting working groups to form a foundation for

mapping future skills.

To ensure workforce qualifications are ftace to meet the consequences of the fourth industrial
revolution, thedevelopment of digital skillss also highly important. This will have an overall positive

i mpact on i mproving Czech <citizens’ s Kinglthes and
Digital Literacy Strategy in the Czech Republic for @Z), concrete measures will continue to be

applied to extend digital skills in the following fields: employment, competiveness, social inclusion,
family support, public sector electronic re&ces, support for the education system, and digital
learning.

3.3.6 The regional dimension

In2020thed OGA2y tfly F2NJ GKS /1 SOK wSLldzoceorawillbe wS I A 2y
submitted to the government. The Action Plan will implement Regional Development Strategy for

the Czech Republic 2024rd theRural Development Strategie. two key strategy papers approved

by the government in 2019 and 2020 respectively). Attention will be paid to regional inequalities at

the level of regions anthunicipalities with extended powers (see the districts at social and economic

risk defined in the Regional Development Strategy for the Czech Republic 2021+). In 2020 the
{GNFGSTIAO CNIYSE2N] TF2N 902y 2 Y-Kildsiawshd Kadigl20aiydzZNA y 3
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Regions(RE:STARWill be updated as the key document for the development of these three
regions, and the fourth integrated Action Plan implementing this strategy will be submitted to the
government. In connection with support for structuradiffected regions, a method will be identified

to implement the Just Transition Fund, primarily through just transition planning at the regional level,
which should largely be based on the aforementioned strategy papers.

In relation to European funds, in 20 the documentThe Regional Dimension in Operational
Programmes 2021will be submitted to the government. It will seek to define in which specific OP
objectives/activities the application of instruments is expected (e.g. Integrated Territorial Investment
—ITI, Community Led Local Developmer€LLD, regional action plans) and the forms the regional
dimension may take (e.g. specific calls and bonuses). Work to prepare ITI and CLLD strategies will
commence in 2020.

Tourism

The Cz e c hToRismpDewwprheat'Ssategy 202¢2030will be completed in the first half of
2020 The COVINY9 pandemic and the related safety measures have resulted in an unprecedented
slump in the tourism industry, and it has therefore been decided to draw ugxtraordinary adion

plan to support the tourism industry for 2022022 The plan will include antrisis measures to
stabilise the sector and restart it in the individual phases of recovery. The action plan will also include
longterm measures and activities such as ihglementation of a Tourism Satellite Account. The
extraordinary action plan should be submitted by RMhe 2020.0n 1November 2020 an
amendment of Act NA59/1999 will come into forcéwhich will govern the terms for providing
tourist guide services.wo further proposals related to tourism are currently passing through the
legislative process. The first is a government proposal to amend AtsN®©999 by introducing an
obligation for internet platforms to share data on service providers with the cbrauthorities

( Sn é& mo v ngl4).{The other iBlangovernment proposal for selected measures to ameliorate the
impacts of COVHR9 on t he tour i sm 820)cfacasing of Berélewantaspectst i s k
of relations between customers and travejemts.

%8|t was originally planned to submit the strategy to the government by 2020, but aew time limit has been set for 3Beptember
2020 in view of the need for the strategy to include measures to revive the tourism industry in the wake of the pandemic.
% Act No117/2020 amending Act NE59/19990n certain business conditions and activitieshe field of tourism, as amended.
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3.4 Sustainability: the environment, transport and energy
3.4.1 Climate change, the environment and agriculture

Climate change

The implementation of theClimate Protection Policy of the Czech Repulillccontinue in 2020.
Work will also begin oan evaluation of the policy, which will be submitted to the government by
the end of 2021. An update to the policy, based on the evaluation, will then be submitted to the
government by the end of 2023. In line with the aim of making the EU climeu&al by 2050, as
approved by the European Council in December 2019, concrete scenarios will be elaborated in 2020,
with an appraisal of the costs and potential of possible measureshieve climate neutrality in the
Czech Republic by 205@hcluding possiblyaising the target for 2030. In 2020 discussion will be
completed on thelevel of support under the Modernisation Fundvhich will be the fundamental
instrument for financing the development of renewable resources, energy efficiency and measures
to reducegreenhouse gas emissions from 2021 onwards. There will also be discussionfigaring

the new Just Transition Fundnd preparing support to achieve the energy and climate objectives for
the new 20212027 programming period.

Climate protection and adaptig to climate change

In 2020 implementation will continue for th¥ational Action Plan on Adaptation to Climate Ch&fige
(NAP Adaptation), which is the document implementing ®ieategy on Adaptation to Climate
Change in the Czech RepuBli€hese two docments set out the national framework for measures

to adapt to climate change, with the aim of reducing the risks and negative impacts of climate
change in the Czech Republic.

The adaptation measures are financed from EU funds: OP Environment, the RuetdpbDent
Programme, the LIFE programme, etc., and from national programmes such as Support for the
Renewal of the Natural Functions of the Landscape, the Landscape Conservation Programme and the
National Programme Environment. In January 202@eauation of the implementation of NAP
Adaptation was submitted to the government, reporting that of a total of 350 tasks under NAP
Adaptation, 70% were under implementation or had been fully implemented, 19% had been partially
implemented and 11% had not been irapiented. Measures aimed at retaining water in the
landscape and in towns and cities have been successfully introduced.

In view of the increasingly evident impacts of climate change and the greater quantity of knowledge
and data available, in 2019 the Mitrisof the Environment started work on updating tBérategy on
Adaptation to Climate Change in the Czech Repuait NAP Adaptation. These two updated
documents will be submitted to the government in 2020. An evaluation of the implementation of
NAP Adat i on, together with an assessment of the
and an updated comprehensive study of the impacts, vulnerabilities and risks associated with climate
change in the Czech Republic, will form the basis for updatiegettwo strategy documents.

% Approved in Government Resolution 84 of 16Januan2017.
¢! Approved in Government Resolution 861 of 260ctober2015.
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Modernisation Fund

Act No0383/2012 on the conditions for trading greenhouse gas emission allowances has been
amended by Act N&/2020 in line with Directive 2003/87/EC establishing a scheme for greenhouse
gas emission allowandeading.

These changes established tM®dernisation Fundas a new source of funding primarily for reducing
greenhouse gas emissions, improving energy efficiency and using renewable energy sources. The
Moderni sation Fund’ s f i StaerEavecmewtal Fund. Dhe totalamoang e d b
of funding depends on market prices for emission allowances and is estimated at CiKidrBor

the period 202%2030. Funding should be available from 2021 onwards; 2020 will see preparations
for the implemenation structure and focus, which is planned to complement the relevant
operational programmes financed from EU funds (Cohesion Fund, European Regional Development
Fund, Just Transition Fund) and other programmes financed by auctioning greenhouse gamsemissi
allowances (the follovon programme for the New Green Savings Programme). Part of funding under
the Modernisation Fund is earmarked for operators of electricity generation installations to facilitate
the modernisation, diversification and decarbonisatiof the energy sector. Projects for regions
affected by the decline in coal mining will also be prioritised.

Czech companies will also be able to submit projects fotthevation Fund which will be financed

from sales of emission allowances in 262030 with an estimated value of approximately ELIR
billion. The Innovation Fund will support innovative foarbon technologies and processes in energy
intensive sectors, as well as innovative renewable energy generation, carbon capture and
storage/utilisaton (CCS and CCU) and innowatinergy storage projects. Th@mmissionshould
announce the first call for project proposals in 2020.

New Green Savings

The New Green Savings Programme aims to reduce the energy intensity of buildings and hejp cut CO
emisgons. The Ministry of the Environment is working to increase the level of interest in support
under this programme and thereby reduce the energy used to heat buildings, as well as increasing
the proportion of energy from renewable energy sources (RE®¥ekitin this subsidy programme

has been boosted by simplifying and streamlining the administration process for applicants and
extending the portfolio of measures supported to include the -pubigrammesAdaptation and
Mitigation Measuresand Providing Finacial GuaranteesThe current programming period is now
coming to a close and a folle@n programme for 20232030 is being prepared.

Waste management

The Ministry of the Environmerdrafted a new bill on waste a bill on expired products and an
amendment b the Packaging Act in view of the need to transpose the revised waste management
directives issued as part of the circular economy package. These bills were approved by the
government on December 2019 and will be discussed in parliament in 2020. Thiermepting
legislation for the new laws is also under preparation, together with an update toWaste
Management Plan for the Czech Republic for 20034

Work is continuing ownlrafting a Strategic Framework for a Circular Economy in the Czech Republic
¢ Circular Czechia 2040he strategic framework will seek to analyse the present situation, define
the Czech Republic’s priorities for a <circular
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priorities and define the measures and instruments the @ZRepublic should use to achieve them.

In October 2019 a project was launched to prepare a circular economy strategy for the Czech
Republic, financed from the EU’s Structur al Re
involved in producing this stratégframework. The strategy should be adopted at the start of 2021.

Air quality

The strategic framework for managing air quality in the Czech Republic is primarily set out in the
National Programme for Reducing Emissions in the Czech Repodlithe better air quality
programmesdrawn up for the individual zones and agglomerations in the Czech Republic where
pollution limits have been exceeded. Both types of documents are based on AQ1IND12 on

clean air, as amended, in line with the requirements ablpaan legislation.

The National Programme for Reducing Emissions in the Czech Repabligpdated in 201%,and

the time | imit for i mplementing the programme’s
quality programmes, which were issued in R2i016, are currently being updated, a process that

should be completed in mi@020. The analytical part of updating the better air quality programmes

has been completed (with analyses of pollutants, emissions and air pollution), with an evaluation of

how air quality has improved under the present measures. Work is now continuing on proposals for

new measures. The new better air quality programmes are based on the previous programmes and

take into account any developments in air quality and the anticipated itnpfameasures to improve

it in the timeframe 2020+.

As part of replacing obsolete sofidel combustion units in households as part of OP Environment
(what are known as the boiler subsidies), three calls have now been announced for regions, which
then redstribute funding directly to individual households. The first two calls resulted in
approximately 60,000 obsolete boilers being replaced, and the third call should result in a further
30,000 replacements. In total approximately CZKoillon will be drawn resulting in a substantial
reduction in emissions.

Reducing flood risks and the impacts of drought

Further reducing the risk of flooding, especially in areas with a significant flood risk, presents a
challenge to the Czech Republic, which intends to inometto apply the principles and objectives
under the approved flood risk management plans and support general measures that do not involve
construction as well as natural and technical dlttod measures. Simultaneously the first planning
cycle for 20152021 is underway, in line with the Floods Directive (2007/60/EC). In 2021 updated
plans will be approved to manage flood risks for the period 20027.

Concerning drought and its impacts, work continues on implementing recommended measures
under the Drought Impacts Protection Policy for the Czech Republe status of the measures
implemented is included in the annual Position Report on progress in implementing the Drought
Impacts Protection Poli&}.The Czech Republic particularly supports measures caiatgetaining
water in the landscape, building new reservoirs, connecting water supply networks, building and
renovating ponds, wetlands and other water bodies, irrigation systems, planting greenery,
revitalising watercourses, etc.

%2 Government Resolution N&il7 of 16December 2019
% Available at: www.suchovkrajine.cz
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In December 2019 the agpromise wording of thd&Regulation of the European Parliament and of the
Council on minimum requirements for water redse irrigation was approved, and will come into
force on the twentieth day after it is announced in tldficial Journal of the EuropedJnion It will

apply for a period of three years from the day it comes into force. The regulation is binding in full and
is directly applicable in all Member States, and there is therefore no need for the Member States to
transpose it in national legigian.

Agricultural policy

Discussions on the future form of the Common Agricultural Pol{GAP) will continue in 2020 at
national level and within EU institutions. EU negotiations are aimed at achieving progress/agreement
on the new form of the CAP as soas possible, which to a considerable extent also depends on
progress in talks on budgetary matters. At present the optimistic scenario is that agreement on the
new form of the CAP could be achieved by the end of 2020, although 2022 is also quite pbssible
view of delays in these talks, work is also continuing on preparations for the transition period, which
the Czech Republic believes must cover at least two years in order to ensure a smooth transition
between the current and the new programming perdilthough so far the Commission has only
proposed a ongear transition period. The Czech Republic is working on the corresponding
programming framework- CAP Strategic Plan for 2@2D27, which should be submitted to the
Czech government for informatian mid-2020 and to the Commission by the end of 2020.

¢KS /1!t A& 2yS 2F (GKS /1 S0dd imsBduldzoetndinOeQuowerful Ay LIN
common, but modernised and simplified policy that will still be able to achieve its objectives and
confront rew challenges. For the Czech Republic, the key topics to be negotiated are ensuring
adequate sources of funding, trying to promote a voluntary principle in questions of capping and
applying the definition of genuine/active farmers, seeking to maintain nerease the current

financial envelope for sensitive commodities, and simplification by way of removing the obligation to

plan outputs and financial indicators at intervention level on an annual basis. Talks should continue in

2020 on organising and fundjnan important element of the new CAP, a modified system for
greening t he support provided. The European C
architecture” system should reflect more ambiti
system to tacle environmental degradation and climate change should be focused on results. The

Czech Republic supports and implements a number of environmental objectives aimed at improving

water retention in the landscape, improving the soil status and preventingsmsion, but the new

green architecture cannot be allowed to jeopardise the competitiveness of the agricultural sector,

and it must ensure economic stability for agricultural enterprises with the aim of greater food
sovereignty, with an emphasis on livesk production and sensitive commodities.

Support under the CAP for 2042D20 is still drawn from the European Agricultural Guarantee Fund
(direct payments) and the European Agricultural Fund for Rural Development (the Rural
Development Programme for 2042020). Applications for direct payments and certain measures
under the Rural Development Programme (RDP) are made with a single application. In 2020 the time
limit for filing a single application has been put back to JUneUnder direct payments, farmecsn

apply for a single payment for area and greening, a payment for young farmers, and support for
sensitive commodities. Approximately CZKbRlbon has been earmarked for this support in 2020.

The provision of direct payments, certain payments under RDP and support for the restructuring
and conversion of vineyards is conditional on compliance with the terms for maintaining the Good
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Agricultural and Environmental Conditions of soil and adhering to the Statutory Management
Requirements under crosmpliance. With effect from January 2021 Good Agricultural and
Environmental Conditions (GAEC) 7d will apply to all arable land, and the conditions for an exemption
for uncultivated margins in blocks of land larger than 40 hectares will be amended.

In conrection with the ending of the programming period, under the RDP no more applications have
been accepted for inclusion in a fiyear commitment for agroenviromental and climate measures
and organic farming measures. In 2020 it will only be possible (hétlexception of the submeasure

for planting grass on arable land) to enter irglorter follow-on commitmentslasting two years in
order to bridge the CAP transition period for multiyear commitments, as well as Natura 2000 for
agricultural land, payments ithh areas with natural or other special restrictions, good living
conditions for livestock, forestrgnvironmental and climate services, and woodland protection.
Applications for measures to plant woodland will continue to be accepted until the end ohittere
2020.

So far eight rounds of accepting applications have been opened, in which support has been provided
for investments into agricultural, food and forestry enterprises, and for cooperation projects. The
ninth round of accepting applications for pesf measures will take place in the spring, with support
for education and information projects and cooperationsimort supply chainsThe tenth round for
investments into agricultural enterprises and processing and marketing agricultural products will be
held in the summer. The eleventh round is planned for the autumn, with measures aimed at projects
of the following type: education and information projects; investments into -agricultural
activities; young farmer startups; promoting agrotourism; forgstinfrastructure; woodland
management techniques and technologies; technical equipment for wood processing plants;
investments to protect woody plants that improve and reinforce the soil; converting replacement
woody plants; regenerating woodland aftesdsters.

Concerning the implementation of European regulations, over the next few months the national
regulations will be amended. With respect to the Directive of the European Parliament and of the
Council of 1April 2019 on unfair trading practices iruginesgo-business relationships in the
agricultural and food supply chain, amendment of Act Nd895/2009 on significant market power

has been submitted to the legislative process. The amendment will raise the limit for the annual
turnover of a buyer wih significant market power from CZKbiilion to CZK Billion; it will set out

the key details of contracts between suppliers and buyers; it will extend the list of prohibited
practices for buyers, and it will amend the powers of the Office for the Etiote of Competition.
Besides the partial transposition of the Directive, the bill also aims to tackle the problem of dual
guality foodstuffs.

An amendment to Act N©10/1997 on food and tobacco products has also been submitted to the
legislative processThe amendment will cover theew regulations for official controlsBesides the

adaptation of the Regulation (EU) on official controls, the amendment will also prohibigdabty
foodstuffs, clarify the term *“ Choewlbntay packget uf f 7 ,
labelling for producers and the State Printing Works of Securities, which is the only body in the Czech
Republic issuing identifiers for tobacco products.

Also under preparation are amendments of Act M®/2003 the marketing of sesdand planting
material and Act NA56/1998 on fertilisers. The amendment of the former act will extend the
regulations for certain institutions such as propagating material for hops, where there is a need to
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respond to problems in practical applicatiohwdill also refine the options for control and supervision

of the process of producing and marketing propagating material, and tighten certain conditions and
procedures for registration. The amendment to the Fertilisers Act will mainly implement the first
phase of adopting the new EU fertiliser regulations. Work is also underway on issuing or amending
the implementing regulations for both acts. The two acts should come into force in the second or
third quarter of 2020.

For livestock production, two amendmenhave been prepared for the Veterinary Act N&6/1999
and the related implementing regulations, in response to the updated EU regulations.

An amendment to Act NB87/1996 on the protection of hops has also been prepared. It will reflect
the updated requiements for keeping records of hop gardens, especially their particulars, and the
powers of the Central Institute for Supervising and Testing in Agriculture. The amendment to the act
should come into force in the first half of 2021.

For fruit and vegetablke an amendment to Government Regulation 3@/2008, implementing
certain measures for the common organisation of the market for fruit and vegetables, should be
passed this year. The amendment will regulate the administration of applications for supgpfoutit

and vegetable producers in line with EU regulations. The amendment should come into force in the
third quarter of 2020.

The Czech government has also approvecdm@endment of Act N®242/2000 on organic farming

which will amend certain provisions line with the Regulation (EU) on the production and labelling

of organic products. The amendment will also adopt the Regulation (EU) on official controls, as well
as changes based on practical experience in the organic farming sector.

For more effectivgprotection of agricultural land and achieving land degradation neutrality (LDN), a
working group will be set up by the end of 2020 to produceAlgeicultural Land Protection Policy in
the Czech Repuhlic

3.4.2 Transport infrastructure

Despite some progreasin the quality and functionality of the Czech transport infrastructure, due in
part to EU structur al policy, the transport net
Member States (the EWB). The key challenges are completing the backboemesport infrastructure

and connecting the remaining regions and the main industrial centres to the primary Czech and
European routes. The government has stated that this is one of the fundamental preconditions for
sustainable economic growth and a morenguetitive Czech economy, but recent changes, e.g.
during the drafting of the Construction Act, may present problems. A positive factor is that since
Transport Sector StrategiesPhase 2vas approved in 2013, the funding necessary (according to this
strategy document) for the maintenance and functioning of the existing infrastructure has been
adhered to each year. However, the building of new transport infrastructure is still slower than
required.

The Act on accelerating the construction of transport anchet infrastructures

Act No416/2009 on accelerating the construction of transport, water and energy infrastructure and
the electronic communications infrastructure, as amended, was most recently amended in 2018 by
Act N0169/2018, the majority of whose puisions came into force on Fugust 2018 and the
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remainder on JAugust 2019. This amendment should bring a fundamental improvememberty
law aspects of construction planning

A furtheramendment of the act(coordinated by the Ministry of Transpotte Ministry of Industry

and Trade and the Ministry of Regional Development) has now been approved by the government
and is being considered in the Chamber of Deputies. The amendment seeks to permit transport
construction in joint proceedings with a lowvel of detail in the documentation, removing the
need to issue separate administrative acts as required by the Nature and Landscape Conservation
Act® These administrative acts would be replaced wittsingle binding opinion which when
planning the trasport infrastructure would avoid the multiple administrative challenges to linked
decisions relating to building the transport infrastructure, as is currently the case. The bill also
simplifies the administrative aspects of building railway crossings.

Effective strategic planning and its implementation

The annual planning process for construction, and the aligning of the related key investment projects
for the transport infrastructure with the state budget and the budget of the State Fund for Transport
Infrastructure, are covered in the strategic documemtsansport Policy of the Czech Republic for
2014¢2020with an outlook to 2050 and th&ransport Sector Strategieshenew Transport Policy of

the Czech Republic for 2022027 is currently being drafted anghould be submitted to the
government by the end of the year. These principal strategic documents are supplemented by
strategies for implementing and funding their individual aspects.

One of the key longerm priorities is the development of the transpartfrastructure, which includes

the use of PPP to allow the ministry to optimise cash flow and accelerate the construction and quality
of the transport infrastructure. In 2020 it is anticipated that an agreement will be concluded for a
PPP pilot projectto complete the missing section of the4 motorway and ensure its longerm
operation.

Other ongoing priorities are harmonising conditions on the transport market, the expansion of rail
and water transport, improving the quality of road transport, suppdartimultimodal transport
systems, stabilising the funding of public transport, and creating an infrastructure for alternative
fuels (CNG, LNG, hydrogen and electricity). In this context there is a subsidy programme to support
the construction of charging sians and hydrogen/LNG refuelling stations. In 2A@®19 the
programme was used to support 375 fastarging stations, more than 600 standard charging
stations, 13 LNG refuelling stations and 4 hydrogen refuelling stations. The implementation of these
priorities will continue in 2020, when it is expected that @wdate to the National Action Plan for

Clean Mobility(NAPCM) will be adopted.

This document sets out the objectives for developing the alternative fuels infrastructure up to 2030.
According to theupdated NARCM, by 2025 the Czech Republic plans to have 15 hydrogen refuelling
stations and 6,206- 11,000 charging points, and by 2030 there should be 80 hydrogen refuelling

stations and 19,000 35,0006 charging points. The updated N&M also envisagean infrastructure

with approximately 356- 400 public CNG refuelling stations and 30 LNG refuelling stations by 2030.
In view of the Czech Republic’s international
limits for CQ emissions from priva cars and light and heavy utility vehicles, the expansion of clean

% ActN0114/1992 on the conservation of nature and landscape, as amended.
% This reflects two scenarios for the development of electromobility in the Czech Reptiieumber of charging points will depend on
the number of electric vehicles in the Czech Rajoun the years in question (220,08%00,000 by 2030).
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mobility must be a priority, and financial allocations must be increased, binding targets must be set,
and the construction of the charging infrastructure in the Czech Republic must edespap.

Regardingirban mobility, in 2019 all towns and cities with populations of more than 50,000 people
produced sustainable urban mobility plans (SUMP) or the simplified version, sustainable urban
mobility frameworks (SUMF, which according to tflethodology for Preparing Sustainable Urban
Mobility Plans in the Czech Repulidi¢he first stage in a sustainable urban mobility plan). Support
for urban projects promoting sustainable mobility will continue in line with these plans.

Priority projects for nfrastructure building

The current priorities for theail infrastructure are completing the rail transit corridors, including
railway nodes (by 2025) and modernising further tracks on the comprehensive-Huamgean
Transport Network (TEN). However, itis also crucial to modernise tracks outside TEMhat
connect major industrial zones, as well as tracks that are important for suburban transport. Further
priorities are introducing ET&Safety systems and switching to RFAC at 5Hz electrification.

In 2020 a feasibility study should be completed for the Praglies t i n a-dDrekderthighm

speed railway liné”’ as well as another feasibility study for the PraguBrno—Bf e c | aspeedh i g h
line. In 2019 work began on a feasibility study for thedB#P I e + @strava line, and a feasibility
study for the Prague Wroclaw line should begin in 2020 in collaboration with the Polish side.

In 2018 pilot sections of highspeed lineswere selected for an accelerated project preparation

regime. These sectins wer e Pr adgPwd i E@aaowoavaiBcoanm 0 c e —B@gtrava, PTF er o v
and additional pilot sections added in 2019 were Pragdjeovosi ce/ Li t oméfi+4 ce, U s
Ger man bor d-eSv,étRAf inCaadn yS a z a-vBino. Far the PrageBlélkcéh o® ii tce S
Pofic¢any ©pil ot section, a selection procedure
permission. French technical standards from SNCF were adopted for the preparation of the high
speed | ines, and Sprava ZAeck a planning manoat ¢oeedng theé t h S
documentation needed for planning permission. This cooperation should continue in future years

and wil |l possibly be extended to include the oth

Work on building these pilot sectisrshould start in 2022028 at the earliest, and greater attention
must therefore be paid to developing the conventional rail network. With the connecting of a high
speed railway line to the Prague railway node, there is a need to ensure the node has@dequ
capacity for trains from such lines, as the existing capacity cannot even meet present demand for
passenger and freight transport. Work on a feasibility study for the modernisation of the Prague
railway node should begin in 2020. Similarly there shbwlc highspeed railway line connecting the
Brno railway node, and work to modernise the Brno node should begin in 2028. When making
preparations for these highpeed lines it will first be necessary to stabilise the planning
documentation, which is nownderway in the pilot sections in particular.

Road transportconstruction projects currently underway include two sections of the D6 motorway
and one section of the D48 motorway, which will be brought into service at the end of 2020.
Specifically this concens t he buil ding of the D6 -RRewrii¢howv,by
and the -Ry8& hRyhiice interchange. I'n 2020 wor k i

® European Train Control System.
®7|n connection with the PragueUs t i  n a—Mresdenkeasibility study, intensive international cooperation is underway on the
crosshorder section,andatécni cal study has been produced for the-speedline.on of conn
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motorway bypass on the D3, three additional sections of motorway on the D6, three seotiens

on the D48, and a section connecting the D56 motorway to the D48. Construction work will continue

for the first two sections on the new D35 motorwv
mot orway sections on thdabboméefroWoHkadact Kea4dlD&®
continuing. Project preparation is underway for all future sections of the planned motorway network.

The motorway network (as planned at present) should be completed by 2030.

The building of bypasses for class | m&icontinuing in line with traffic needs and the state of these
projects’ preparedness. I n 2020 four new bypass
bypasses are under construction. Great attention will also be paid to improving the tiegisla
conditions for the transport sector and developimgelligent transport systemdITS), which are also

a way of optimising the wuse of the transport
transport systems (€CTS) will also be developed;eth are based on communication (tweay data

exchange) on the current traffic situati®rbetween vehicles themselves and between vehicles and
installations in the road infrastructure.

To develop thavaterway network, a project is currently underway to in@se the parameters of the
Vitava waterway, cdinanced by the Connecting Europe Facility. The main objective is to improve the
navigability of the Elbe. In 2019 a feasibility study was completed for a DabdeeElbe canal.
Preparations for the nortisouth DanubeOder connection should be monitored further. The
prospect of connecting the industrial Moravi&ilesian Region to the Oder waterway currently being
built and the SzczeciBwi nouj $ci e s e aQstoavat pilotvseaiion tobke parfcnldrly e
promising.

The ITS Implementation Plarfand its updates) covers the preparation and status of almost one
hundred projects (project proposals) for ITS, many of them concerning developing the basic ITS
infrastructure or modernising traffic information cengeThe perspectives for future development

are summarised in the current Action Plan for the Development of Intelligent Transport Systems (ITS)
in the Czech Republic up to 2020 (with an outlook to 2050) and the related ITS Implementation Plan,
which is upated annually.

Forrail transportthere was further development of the Traffi
the second phase of the Control and Analysis Centre for Traffic Control, and the extending of the
railway |line part of the system fTtlnes la2019cEMESt i ¢ t
was brought into trial operation on corriddr i n t h e -sBefcetciloanv Konl ithhe Aust
border region, and the cons+QOswmagat-P b erB®bif e cH TaQ/'S wPaest
completed on corridotl and shouldegin trial operation in 2020.

For inland waterways there was a project proposal to provide tweay voice communication
between vessels and the River Information Services centre for selected waterways, as well remote
control for locks, etc.

In 2019 themplementation of the GRoads Czech Repubpooject continued, focused on trialling in

real road traffic a new technology that has yet to be tested or implemented on a large scale. This
technology offers ordinary drivers a new way of staying informed oftrihiéic situation in front of,
behind and around their vehicles. Pilot operation will be completed in 2020 and will be followed by
the gradual introduction of the technology.

%8 Especially situations that might endanger another road user or cause a traffic accident.
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Autonomous mobility

I n view of the Czech econodusty, &is desifableanimmemantn  t
measures facilitating theevelopment of automated and autonomous mobilityThe key measures

in this field are contained in the strategy papéision for the Development of Autonomous Mobility
and the related Autonomous Driving Action Plan Other priority areas are defined in the
Memorandum on the Future of the Automobile Industry in the Czech Republic and the related Action
Plan. Specific priority projects are:

1 an analysis of the regulatory environment, identifying aianges needed for automated
vehicles to operate;

9 creating a catalogue of testing areas for autonomous vehicles;

1 developing a polygon for the research, development and testing of vehicles with data links
and automated vehicles in the Czech Republic (fmenended by an opportunities study).

Government Resolution N20 of 110ctober 2017 on theVision for the Development of
Autonomous Mobilitynstructed the Ministry of Transport to produce &utonomous Driving Action
Planand submit it to the governmentThe Action Plan defined the key elements of autonomous
mobility, presented individual perspectives for autonomous mobility and identified the main areas
that need to be developed. The Action Plan is directly related to the Vision for the Development of
At onomous Mobility, el aborating the Vision's
Action Plan has been submitted to the government.

These issues are also part of broader plans to support the development of the automobile industry in
the Czech Replib, as individual members of the government declared orFdléruary 2017 at a
government col l oqgui um Septemii 20d74the Bjoverenseht aand. the O n
Automobile Industry Association signed a key document on the outlook for the Czech aumobil
industry, the Memorandum on the Future of the Automobile Industry. In addition to the
Memorandum, in Resolution N8B6 of 25September 2017 the government approved tAetion

Plan for the Future of the Automobile Industtythe Czech Automobile Industi3025 The

he

tf

Memorandum’s central themes are electromobility,

important to ensure the competitiveness of the automobile industry and 4@mm employment, and

for the successful and sustainable developmenthaf Czech Republic as a traditional manufacturer

of automobiles, specifically road vehicles. The Action Plan proposed a total of 25 measures that
mainly concern incentives and infrastructure for lewission and zeremission vehicles,
standardisation andagulatory aspects of automated driving, higheed internet, digital and mobile
services, education, and research and development for the automobile industryActioa Plan for

the Future of the Automobile Industry will be updateith 2020.

3.4.3 Energyrad raw materials
Amending the tariff system

The aim is to amend the tariff system so that the distribution of payments to cover the costs of
energy networks efficiently and effectively reflects the technological changes underway in the energy
sector and aplies the principle of the equitable allocation of costs with respect to their causes. To
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this end the allocation of networ ks’ fixed and
tariff system adequately reflects their character. It is alsoangmt to provide sufficient motivation

for network users to make energy savings and manage their consumption diagrams with regard to
the networ ks’ technical capacity, which wil/l al
reinforcing the netwoks.

Energy efficiency

Regardindegislation, an amendment to Act Né06/2000 on energy management, as amended, has
been passed that governs the obligation to conduct energy audits and seeks to increase the
qualifications for energy specialists and imprdfie services they provide. In line with EU law, the
amendment also adopts the regulation on the energy labelling requirements for products.

Concerning support for implementing energy saving measures under the operational programmes,
especially the Integrad Regional Operational Programme (IROP) and the Operational Programme
Enterprise and Innovation for Competitiveness @e)the funding provided has been increased
response to greater interest in the form of a higher number of applications follothmgemoval of

the main barriers to drawing.

To activate the energy services market by invol
efficiency, the wording of th&oluntary agreementshas been decided in consultation with external
parties. Thdirst voluntary agreements should be signed in 2020.

Concerningbuildings the renovation rate, i.e. the annual percentage of the building stock
renovated, is around 1.4% according to current findings, which is at the upper limit of the average
range forthe EU®®In 2020 work will be completed on theongTerm Strategy for Renovating
Buildings produced as required by Directive (EU) 2018/844, amending Directive 2010/31/EU on the
energy intensity of buildings.

The implementation of theENERG programmeontinues. The programme provides interdete
loans to finance energgaving projects for companies operating in Prague. el call for
applicationswas announced on January 2020. ThEFEKT programmigas long provided support
for investments and noimvestment measures. In 2020 preparations will be made to launch the
State Programme to Support Energy Savings for 2226 known as the EFEKT programme.
Reducing energy intensity is also part of the comprehensavmvation of apartment buildings
under the nationalPanel 2013programme.

Support for R&D&I in the energy sector is available undertHETA programmerovided by the
Technology Agency of the Czech Republic, which is aimed at implementing the vision for the
transformation and modernisationf the energy sector in the medium and long term by supporting
projects to modernise it, including research into energy strategies and the public interest. The
programme is implemented over 2043025 and total expenditure from the state budget is CZK

4 billion. The fourth public tender for the programme should be announced in October 2020.

Under OP Environment 2022020,energy efficiency measuresre supported under Priority Axis-b
Energy Savings. As at Zahuary 2020 a total of 1,843 projects worth eppmately CZK 618llion
from EU funding had been approved under Specific Objective Rdducing the energy intensity of

®In the European Green Deal, tismmissionstates that therenovation rate for the EU is in the range -Q142%.
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public buildings and increasing the use of renewable energy sources (RES). For Specific Objective 5.2
— Achieving a high energy stdard for new public buildings, 22 applications had so far been
approved for implementation, requiring CZK 58#lion from EU funding. As the allocation for this
aspect of support had been exceeded, the option of support for passive new buildings was then
made available under Specific Objective 5.1. Under the call for the new Specific Objective 5.3
covering buildings for central government institutions, blyebruary 2020 a total of 32 projects had

been submitted requiring CZK 4d8llion from EU fundingln March 2020 the final call was
announced for Specific Objective 5.1, and the final call for Specific Objective 5.3 should be
announced in July 2020.

Renewable energy sources

The Czech Republic continues to implement the May 2B8tise Energy Policyvhidh supports the
objectives for RES and energy efficiency, aimed at ensuring they account for at least 18% of
electricity generation.

Longterm stable and sustainable conditions for supporting energy from RES are set out in the
National Action Plan for Engrdgrom Renewable Energy Sourdes which an update was approved

in January 2016. The National Action Plan envisages renewable energy accounting for 15.3% of gross
final energy consumption in 2020, and for 10% of gross final consumption in transport.

There is great unused potential for renewable sources in the decentralisation of electricity
generation, e.g. in home power plants or using these systems for street lighting or public buildings.

Further developments in RES will be set out in lfagional Energ and Climate Plarproduced in

accordance with the Regulation of the European Parliament and of the Council on the Governance of

the Energy Union, which was adopted as part of the Winter Package. The plan was approved by the
government on 13anuary 202@&nd sent to the Commission. It contains objectives and policies for

all five dimensions of the Energy Union for 262030, with an outlook to 2050. The key part of the

nati onal pl an sets out the Czech Repubivesc’ s co
concerning reducing emissions, increasing the proportion of RES and improving energy efficiency.

The plan is based on the two principal strategy papers Stadée Energy Poli@dopted in 2015 and

the Climate Protection Policy of the Czech Repaldicpt ed i n 2017. The natior
and particulars are in compliance with the aforementioned regulation.

For RES, a Europdde objective for renewable sources accounting for 32% of gross final energy
consumption by 2030 was approved. The reviseording of Directive (EU) 2018/2001 on the

promotion of the use of energy from renewable sources also includes requirements for individual
objectives in the heating and cooling sector and the transport sector. The Czech Republic proposes
contributing to he European objective for 2030 at a level of 22%, an increase of 9 percentage points

on the Czech Republic’s domestic objective of 13
proposes an annual increase of 1%. For transport the mandatory tolgidor all member states is

14%.

Coal Commission

The Coal Commissiorwas established by Government Resolution 366 of 30July 2019. The
commission is chaired by the Minister of Industry and Trade and the Minister of the Environment. It
has nineteen merers, representing key government departments and offices, trades unions,
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industry/business associations, n@nofit organisations, regions, the Chamber of Deputies and
academi a. The Coal Commi ssion’s scopelneads,def i ne
evaluating individual large combustion plants in the form of a comprehensive analysis; ii) analyse the
options for moving away from the use of coal in combustion plants in the future. To implement these

tasks the Coal Commission has set up threeking groups, covering: i) drawing up a timetable for
winding down the use of coal , in the overall co
protection; ii) setting the parameters for the potential winding down of combustion plants, with the

related legislative aspects; iii) identifying the social and economic impacts.

Minerals and secondary raw materials

Thetransition to a circular economyor industrial manufacturing is realistic as long as resources are

used sustainably. This can be ack®\by reducing the material intensity of manufacturing and
replacing primary natural resources with secondary raw materials. The new tasks set out in the
Secondary Raw Materials Policy of the Czech Republic fagZiPBshould help raise the indicattr

monitoring the transition from a linear economy to a circular one from the present 7.6% for the

Czech Republic to the EU average of 11.7%, and subsequently higher still. This measure can also
contribute to the country’s raw materials secur.i

™ The indicator for the cyclical use of materials is defined at the European level as the circular material use (CMUMetebdt(States
send data to EUROSTAT to calculate the indicator, which onstiite transition to a circular economy in secondary raw materials

https://ec.europa.eu/eurostat/web/circulaireconomy/indicators/monitoringframework
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4. Progress meeting national targets under the Europe 2020
strategy

Tablel: Overview of meeting quantitative targets under the Europe 2020 strategy (source: Czech
Statistical Office , Eurostat)

Benchmark
National taraet value Current state of
g (benchmark fulfilment (as at)
year)
i 80.4%
Increasing the total employmeglt rate for peopl 70.4% (2010)
aged 2664 to 75% (Q4 2019)
i 72.7%
Increasing the employment r?te for women 60.9% (2010)
(aged 2664) to 65% (Q4 2019)
i 67.4%
Increasing the employment rateofor older peopl 46.5% (2010)
1. Employment (aged 5564) to 55% (Q4 2019)
Reducing the unemployment rate for young 5.4%
people (aged 1524) by one third from the 201 18.3% (2010)
level (Q4 2019)
Reducing the unemployment rate for pele 10.2%
with low qualifications (ISCED leveR) by one 25% (2010)
quarter from the 2010 level (Q4 2019)

Reducing the number of people at risk from
2. Poverty and poverty or material deprivation, or living in
social exclusion households with a very lowork intensity, by
100,000 from the 2008 level

¢. 1,566,000
(2008)

c.1,264,200 (2018

Reducing the number of people leaving
education prematurely to 5.5%

4.9% (2010)

6.7% (2019)

3. Education
Achieving at least 32% of the population age 0 0
30-34 with tettiary education 20.4% (2010) 35.1% (2019)
4. Research, Achieving public expenditure on science,
development and | research, development and innovation at a leyy 0.65% (2010) 0.78% (2018)
innovation of 1% of GDP

Reducing greentuse gas emissiorsmaximum
admissible increase outside the EU emissior|
trading system 9%

0.0% (2005)

+3.6% (2018}

Increasing the proportion of renewable energ|
5. Climate and | sources in gross final energy consumption (13
energy policy and transport (10%)

6% (2005)
0.5% (2005)

15.15% (2018)
6.52% (2018)

Increasing energy efficieneythe domestic
target for energy efficiency, i.e. reducing fina
energy consumption to a maximum of 25.3
million tonnes of oil equivalent by 2020

(2014)

25.32 Mtoe (2018)

™ Provisional data. The true increase will probably be lower.
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4.1 Employment

All targes for employment policy had been met by th& quarter of 2017, and since then the target
values set have been met. The national target to increase the employment rate in 6d 2@e
group to 75% was achieved in th& Guarter of 2015, and in the™quarter of 2019 this indicator
reached 80.4% (the fourth highest in EU Member States). There was also a modest-year
increase of 0.1 percentage points. The employment rate for women ageg4a@as 72.7% in the™4
quarter of 2019 (the twelfth higheésn EU Member States), almost 8 percentage points higher than
the national target, which was reached at the end of 2014. The employment rate for women has not
changed yeapn-year. A more marked increase was achieved for older people, when the
employmentrate in the 5564 age range rose 1.7 percentage points yaayear in the final quarter

of 2019 to 67.4% (the eighth highest in the EU Member States). In this instance the target value was
exceeded by more than 12 percentage points; it had already besrhes by 2015.

The national target for reducing the unemployment rate for young people age@4l&as met in the

3 quarter of 2015. In the A quarter of 2019 the unemployment rate for young people was 5.4%
(the lowest in EU Member States), with a yearyear reduction of 0.1 percentage points, exceeding
the national target by almost 7 percentage points The most challenging national target, reducing
unemployment for people with low qualifications (ISCED lev2),0i.e. people with only primary
education was achieved in the™quarter of 2017. In the @ quarter of 2019 the unemployment rate

for people with low qualifications was 10.2% (the thirteenth highest in EU Member States), with a
yearon-year reduction of 0.6 percentage points. The target hasnbexceeded by more than 8
percentage points.

Graph 1: Employment (%)
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Graph 2: Unemployment (%)
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4.2 Poverty and social exclusion

In view of the trends for poverty and social exclusion, it appears quite realistic that the Czech
Republic will meet its target under tHeurope 2020 strategy (reducing the number of people at risk
of poverty or social exclusion by 100,000). In 2018 the number of people at risk of poverty or
material deprivation, or living in households with a very low work intensity (approximately 1,264,00
people), was lower by 802,000 than in 2008 (approximately 1,566,000 people).

In 2018 the number of people at risk of poverty or social exclusion was the lowest of all EU countries
(12.2% of the population), and the target has been met since 2015018 approximately 3,000
fewer people were at risk of poverty or social exclusion than in 2017.
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Grgph 3: Reople at risk of poverty or social exclusion in
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Source: Eurostat

4.3 Education

In 2006-2014 the percentage of people leaving education prematurely remained at or below the
value set as the national targetrf@020 (5.5%), other than a single deviation in 2008. However, in
2015-2017 this indicator rose significantly and has persistently exceeded the target. Between 2017
and 2019 the percentage of people aged-28 who had only completed primary education and
were no longer in education was between 6.2% and 6.7%. In comparison with other EU Member
States, the value for this indicator in the Czech Republic was the eighth lowest.

The indicator for the percentage of the population aged-30 with tertiary educatiorreveals that

the national target (32%) has been met since 2016, and the indicator continues to rise. In 2019 it was
35.1%. The target should therefore be met in 2020, as the data available also shows that more than
50% of people in the generations bornteaf 1989 will go into the tertiary education system.
However, in comparison with other EU Member States, the percentage of the population agtl 30
with tertiary education was the sixth lowest.
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Graph 4: People aged 18-24 with only primary education
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4.4 Research, develomnt and innovation

Total expenditure on R&D in the Czech Republic increased on average #2@0D85and in 2018 it
exceeded CZK 100 billion for the first time. This #@mmm increase in total R&D spending was due
primarily to expenditure by enterprise,hich in 2018 amounted to almost CZK 60 billion. Another
component of total expenditure that made a more modest contribution to this {tamg increase in
spending on R&D was public funding, which in 2018 first exceeded CZK 35 billion.

The Czech Republicroa closest to achieving the national target (public expenditure on research,
development and innovation at a level of 1% of GDP) in 20015. The drop in total public
expenditure on R&D in 2016 (both the absolute amount and relative to GDP) was duelistansial
reduction in public expenditure from outside the Czech Republic, which was related to the transition
to the next ESIF programming period. Since then total public expenditure and public spending on
R&D has risen again (including relative to Gid@)is gradually nearing the target.

10 CZK billion Graph 6: Expenditure on R&D (GERD) in CZ by source % of GDP_
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Source: Czech Statistical Office

4.5 Climate and energy policy

Despite a certain increase in emissions in sectors that do not come under ErEdi8n results up

to 2018: + 3.6%), the Czech Republic should haveroblem meeting the 9% target for the
maximum increase in such emissions between 2005 and 2020. However, in comparison with other
EU Member States, in 2018 the Czech Republic was in seventh place for the increase in emissions
since 2005 outside EU ETS.

Regilation (EU) 2018/842 of the European Parliament and of the Council on binding annual
greenhouse gas emission reductions by Member States in-2080D sets the target for the Czech
Republic to reduce greenhouse gas emissions outside EU ETS by 14% bd@&em@ 2030.
According to current projections for emissions, the 2030 target should be achieved if the policies and

2 European Union Emissions Trading System.
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measures already adopted are effectively implemented. For EU ETS the target for the EU as a whole
is to reduce emissions by 21% by 2020 apd-3% by 2030 compared with the benchmark year 2005.
Between 2017 and 2018 emissions from installations in EU ETS were reduced by approximately
62,000 tonnes CQequivalent. Emissions from installations in EU ETS fell by 18.8% in the period
2005-2018.

In December 2019 the Czech Republic submitted to the Commission the final versioNafidtsal
Forestry Accounting Plan, including a proposed forest reference level, for the peri@@@®21n

view of the current bark beetle crisis in the Czech Reputiie country will probably have difficulty
meeting the target of net zero emissions in the land use, land use change and forestry (LULUCF)
sector, which was set by Regulation (EU) 2018/841 of the European Parliament and of the Council on
the inclusion ofgreenhouse gas emissions and removals from land use, land use change and forestry
in the 2030 climate and energy framework

In response to Commission recommendations, in 2019 the Ministry of Industry and Trade, in
collaboration with the Ministry of the Emanment, produced dational Energy and Climate Plamn

line with Regulation (EU) 2018/1999 of the European Parliament and of the Council on the
Governance of the Energy Union. Following approval by the government, the final version was
submitted to the Comission on 13anuary 2020.

Grgph 7: Greenhouse gasraissions outsideEU ETS
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Source: Eurostat (note: data for 2018 is only provisional; the final figure will probably be lower)

Since 2013 the Czech Republic has also met the national target for 13% of gross final energy
consumption from renewable eneygsources (RES). In 2018 this figure rose to 15.15%, the
eighteenth highest value among EU Member States. Over the last few years the Czech Republic has
come no closer to meeting the 10% target for gross final energy consumption from RES in transport.
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Graph 8: Gross final energy consumption from RES)
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Saurce: Eurostat

The national target for final energy consumption of 25.3 million tonnes of oil equivalent by 2020 was
met in the period 20092016. Following a deviation in 2017, in 2018 the Czech Republic again came
close to meeting this target, with fingnergy consumption 25.32 million tonnes of oil equivalent.
According to this indicator the Czech Republic ranks approximately in the middle for EU Member
States.
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5. Implementation of the Sustainable Development Goals

The Czech Republic haindertaken a pilot evaluation of the implementation of the Sustainable
Development Goals (SDGs) and completed its initial evaluation report on the implementation of the
2030 Agenda for Sustainable Development in the Czech Republic. Basic informatidre on t
implementation of the individual SDGs is set out below.

In a global evaluation of the implementation 8DGL No Povertythe Czech Republic is doing well. A
more detailed examination reveals that this success is fragile. In a situation with a lar¢gpemam
people living just above the poverty line, or if regional differences are taken into account, a relatively
small change could substantially worsen this situation.

ForSD@& Zero Hungerthe population of the Czech Republic is not at risk of hungenainutrition

due to food shortages; it is more a question of sustainable agriculture. Boosting productivity in
agriculture is reaching its natural limits, and state aid in the form of direct payments is still primarily
focused on the area under cultivati. The proportion of organic agriculture is only rising slowly.
Agricultural production is vulnerable to climate change and weather events. The weather and
intensive farming methods often result in soil degradation, and negatively affect biodiversitee Whi
average prices for agricultural produce change little from one year to the next, there can be large
differences for specific varieties of fruit and vegetables depending on seasonal changes and the
weather. The Czech Republic is a net food importer,targdtrend is rising. It supports international
trade without barriers or subsidies, and is particularly active in lifting trade restrictions and
eliminating dualquality foodstuffs, dumping and various forms of market failure.

In implementingSDG3 Good Halth and WelBeing attention is paid mainly to the consequences of
sickness, and rather less to causes and prevention. Although the healthcare system is reasonably
stable and covers all basic medical services, public expenditure on prevention is foadyian of

total public spending on healthcare. The most frequent causes of death arearomunicable
diseases (cardiovascular diseases, cancer, diabetes, chronic respiratory diseases). The problems with
prevention in the Czech Republic are particuladpparent in lifestyles: excessive alcohol
consumption, smoking and insufficient physical activity. Strategic Framework for Healthcare in

the Czech Republic up to 203¢hich builds on theétrategic Framework Czech Republic 2@3€0

includes specifigoal 1.2, aimed at primary and secondary prevention, improving both health literacy
and people’s responsibility for their own heal't
system with legislative and methodological backing to promote healttd health literacy and
support programmes aimed at the prompt detection of serious illnesses in risk groups.

For SD&4 Quality Educationthe Czech Republic has no formal barriers to access quality education.
However, despite the efforts it has made, itshheen unable to eliminate barriers that are due to
socioeconomic conditions or other forms of disadvantage. Positive factors are that primary and
secondary education are free of charge and relatively accessible in the Czech Republic, the great
majority ofuniversities are public and free, and in recent years the availability of preschool care has
also improved. Compared with the other OECD countries, the results achieved by students in the
Czech Republic are more dependent on their socioeconomic backgranddor postgraduate study

there are also limitations relating to gender roles. There is room for improvement in the
effectiveness and quality of education, and in the availability and-tgkef lifelong learning. In the
workforce, digital skills remailimited.
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For SDGb Gender Equalityinequality still powerfully impacts working lives for women of working

age. Overall the Czech Republic has one of the highest figures for average income inequality in the EU
(21.1%). In general women also face diftiesl in professional growth and are more at risk of
unemployment and income poverty. These and other similar disadvantages mean that women are
altogether more vulnerable. Groups particularly at risk are mothers with small children and women
aged over 65 ahliving alone. The representation of women in senior and decisiaking positions

in the public and private sectors is very low. However, the Czech Republic has achieved some success
in reproductive health, and greater attention is now paid to violengailast women.

The management of water resources has a legal framework, with mechanisms that allow the public,
including water customers, to get involved. Drinking water is available and total water consumption

is falling, which largely satisfi&G5 Clean Water and SanitationThe situation is less favourable for

sanitation and wastewater treatment, but here too the letegm trend is positive. Similarly the

quality of water in watercourses has long been improving, although a large proportion of the Czech
Republic’s watercour ses ar e 6sstwatérireuse antl poortwater. A w
retention capacity in the countryside.

The Czech Republic is working to achi®&G7 Affordable and Clean Enerdpy diversifying the

energy mix, trying to mmain selfsufficient in energy, and developing an energy infrastructure that

reflects the need for decentralisation. There has beenatorggr m reducti on in the e
intensity for creating GDP. Total energy consumption continues to rise, &ad tiie likely future

trend and the plan to move away from coal, the Czech Republic will probably become more
dependent on imports. There is not a comprehensive system to support R&D&l feraltren
technologies. Within the EU, the Czech Republic promtbtesprinciple of technological neutrality

and supports the expansion of nuclear energy as an emif§siensource and a way of satisfying

climate commitments. For this reason, the Czech Republic wants the Commission to recognise
nuclear energy as an engitmentally sustainable source (especially in the taxonomy for sustainable
investments). Renewable energy sources are on the rise in the Czech Republic, thanks in part to
favourable natural conditions, but their contribution to energy production and elgtgrihas not

risen in recent years. By 2015 the Czech Republic had satisfied its European RES commitments, but
the targets for energy savings in buildings have not been implemented according to plan. The Czech
energy market is substantially harmonised wittie EU, and the Czech Republic promotes the
application of smart di stribution and transmiss
decentralisation.

For SD@& Decent Work and Economic Growtthe Czech Republic has very good results for
econome growth and the labour market, but attention should be paid to certain problems that could
in future have a fundamental impact. Economic growth is primarily driven by domestic consumption
and investments, and is dependent on traditional manufacturing @ade rather than modern and
innovative sectors. The global market and foreign investment also significantly determine how the
Czech Republic fares, while the current labour shortage is another limiting factor. The level of
innovation in the Czech Republis only average, and labour productivity is not improving
satisfactorily. The energy intensity and material intensity of the economy are both falling, but still
remain high. Nationally unemployment has long been very low, but the proportion of young women
not in employment, education or training is rising. Active employment policy depends greatly on
external financing and is not particularly effective for the laegn unemployed. The financial sector
(especially banking, which dominates) in the Czech Rapis well developed, modern and has
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affordable financial products. However, low average savings for households means that a significant
section of society is at risk of falling into debt, with excess borrowing being a problem.

The Czech Republic is @rdet forSD& Industry, Innovation and Infrastructuré/hile the transport
infrastructure is very dense, it is also costly in terms of investments. The emission intensity of
creating added value remains high. The Czech Republic is working intensikialysedrch capacities

in other countries on research and innovation for the Czech economy. The number of Czech
researchers is rising, and in recent years the Czech research environment has been increasingly
focused on business innovation. There is alsgdted support for knowledge and technology
transfers to development sectors. In the manufacturing industry, the production of ctetigg
technologies has not become a more significant factor in recent years. The Czech Republic has very
good LTE mobile werage, which is available to over 99% of the population. Small and mesiagh
enterprises have relatively good access to finance, mainly from the traditional banking sector.

SDGL0 Reduced Inequalitids a crossutting goal that is evaluated in more#hil in the other SDGs.
Overall, wealth inequality should be highlighted, with income from capital greater than income from
labour, although in recent years this disproportion has shrunk slightly. One positive development is
efforts to eliminate structurhinequalities and various forms of discrimination, e.g. social exclusion,
gender inequality, inequality in education, and difficulties with inclusiveness for disabled children.

Under SDGL1 Sustainable Cities and Communititise Czech Republic has a nuenlof positive
results as well as certain weaknesses. Cities, where the majority of the population lives, have a
concentration of job opportunities, innovations, services and culture, but living in cities also has
negative environmental impacts (air pollon, municipal waste, etc.). Affordable housing and road
safety are longerm problems in the Czech Republic.

SatisfyingSDGL2 Responsible Consumpti@nd Productionis a current challenge for the Czech
Republic. Sustainable consumption and productionl@@eoming more important, and are reflected

in strategies and individual activities. However, environmentally responsible public procurement is
only voluntary. There are very good results for food and packaging waste, thanks also to systematic
support forinformation and education on sustainable behaviour and the obligation to donate safe
food to food banks. The circular economy and sustainable tourism aretdomgobjectives and
challenges for the Czech Republic. Steps are currently being taken to iceramuextend eco
modulation, smart waste management systems, ecodesign, etc. It is essential that new waste
legislation is approved on schedule and that no major amendments are made during the legislative
process. However, the trend for materials consuraptiindicators has worsened again in recent
years: the percentage of raw materials recycled back into the economy is low, and the level of
support for fossil fuels has not changed in the long term.

Globally the Czech Republic accounts for approximately0.86 greenhouse gas emissions, but

within the EU the Czech economy has one of the highest levels of per capita emission intensity. Key
factors here are the energy mix and industry’'s |
has been actively wonkg towards SDGL3 Climate Actionover the long term through its
international commitments and commitments under EU legislation. From 1990 to 2018 emissions in

the Czech Republic fell by almost 36%, and this covered the majority of sectors. There i®room f
improvement in transport and waste management. The insufficient capacities of the recycling
industry play a role here, as does the fact that support for the circular economy has only just begun.
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As a landlocked country, the Czech Republic has paig dittention to SDGL4 Life Below Water
concerning the sustainable use of the oceans, seas and marine resources. However, it is working on
other activities that have an impact on ocean acidification and watercourse pollution. The Czech
Republ i ¢ ' csactivitiespconoemmang $0I@ are modest, being limited to observation, or it
simply follows the EU consensus.

The protection of our ecosystems has not been sufficiently effectiveSB@&L5 Life on Landhere is
pressure in the Czech Republic from hunaativity as well as climate change, which has contributed

to drought, agricultural land degradation and greater risk of extreme erosion. It has also contributed
to the exponential bark beetle crisis, which has been accompanied by the collapse of pmatly si
woodland in particular. Despite lortgrm efforts and a modest gradual improvement in the variety

of species in woodland, it does not reflect the recommended composition (which also takes into
account the economic interests related to woodland use}, done the natural composition.
Although the standard instruments for nature conservation have been used, they have been unable
to respond to the new trend of mass tourism. The Czech Republic has a prominent role in multilateral
international cooperatior{the Nagoya Protocol, CITES, FLEGT), and throughhawwand financial

aid under foreign development cooperation the Czech Republic seeks to operate in a number of less
developed countries as well.

From the perspective o6DGL6 Peace, Justice and Stromgstitutions the Czech Republic is a
standard EU country thanks to its good safety levels and the structure of its institutions. Physical
violence is only present to a limited extent, and violent incidents are falling. However, there are long
term weakneses in the effectiveness of the administration of public affairs (departmentalism, the
lack of a datadriven approach, and the low level of innovation when creating policy). In tax crime the
Tax Cobra team has been operating successfully, and attentiafsds paid to tax havens and
aggressive tax planning internationally and in other EU countries. While the public administration is
actively combating corruption, public opinion on this matter is not especially optimistic, and the
relevant international indies rank the Czech Republic below the EU average.

Although a lack of data makes it is difficult to quan®®GL7 Partnershipsthe Czech Republic has
made successful progress in taxation, development investment and partnership for sustainable
development However, over the long term it has not adequately satisfied its commitment for the
minimum level of official development aid. Nor have the necessary measures yet been implemented
for the coherence of sustainable development policies. Many of thegaais are more global in
nature, and although it is desirable for the Czech Republic to adopt additional measures and play a
greater role in meeting them, the impacts are hard to quantify in terms of global indicators.
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6. EU funds

6.1 Interlinkage of EU fusdand Council of the EU recommendations

In 2019 the Czech Republic received a total of three recommendations from the Council of the EU:

1. Improve longterm fiscal sustainability of the pension and healtre systems. Adopt
pending anticorruption measures

2.  Foster the employment of women with young children, including by improving access to
affordable childcare, and of disadvantaged groups. Increase the quality and inclusiveness
of the education and training systems, including by fostering technical aitdl dikjlls
and promoting the teaching profession.

3.  Focus investmentklated economic policy on transport, notably on its sustainability, digital
infrastructure, and low carbon and energy transition, including energy efficiency, taking
into account regionadlisparities. Reduce the administrative burden on investment and
enable more qualitpased competition in public procurement. Remove the barriers
hampering the development of a fully functioning innovation ecosystem.

Recommendation Nd

Of the EU funds, BSplay a particularly important role for the Czech Republic. They have contributed

to introducing anticorruption measureswith the support of projects undefOP Employmentc

Priority Axis 4: Efficient public administratioms a specific objective in theptimising of public
administration processes and procedures, especially by strengthening the strategic management of
organisations, improving the quality of their functioning and reducing the administrative burden, and

as part of the professionalisation 6fhe publ i ¢ administration by enh
and skills, developing policies and strategies for human resources, and implementing the Civil Service
Act.

Recommendation N@

OP EmploymentPriority Axis 1: Supporting employment and workforcadaptability) finances
activities to promoteequality between women and memnd the reconciliation of work and private

i fe. Care facilities for children of preschoo
funded, while shordterm employment caotracts and joksharing have simplified integration and
parents’ returning to the | abour market. Since

implemented a threeyear project financed from OP EmploymenSupport for Implementation of

Chi | dd@raups. The project aims to effectively promote the establishing and functioning of
children’'s groups, using standard and gquality a
ensuring that proper i nfor matde@0L6 tberministty ihds dlsoe n’ s
implemented a threeyear systematic project under Mmployment, Support for Implementation of

Child Care for Children Age€@r S¢chkedMonamd piol dctoutr
service. T h e pverdyjthe tetel of intevest tam Whe optionsl for guaranteeing places

in preschool facilities for children aged up to one year, and for proposing legislative and other
arrangements for establishing and operatingmicre e c hes. The prrevewafthe al so i
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standards for training people caring for the youngest children in order to improve the quality and
professionalism of the service.

As part of reconciling work and private life, since 2017 the Ministry of Labour and Social Affairs has
implemerted a systematic project funded from OP Employmen€oordination of measures to

support reconciliation of work and private life at the regional leaghed at better coordinating

national and regional family support policies via a network of regionahseliors and national and

regional platforms. Under the project a methodology for creating family policy at regional and local

level will be devised, and for each region there will be a proposal for family policy and the
implementation of specific prfaml v measures, taking a region’s sp

Under OP Employment Priority Axis 2 Social inclusion and combating povertyactivities to
promote employment for disadvantaged groups have been funded. Municipalities, local action
groups andnon-profit organisations can apply for funding to implement projects in this field, e.g.
under the OP Employment projec®ystemic Assurance for Social Inclysihich concerned
supporting analysibased strategic planning for local social inclusion messand implementing
these measures using ESIF 2@0P0 through theCoordinated Approach to Socially Excluded
Localities This project should introduce comprehensive and synergic measures at local level,
contributing to more effective social inclusion fpeople at risk of or affected by social exclusion in
110 municipalities, towns, cities or microregions in the Czech Republic.

For employment for disadvantage groups, aid is provided from other OP Employment projects such
as Developing the Social Servic®gstem Developing and Promoting Quality Models for the Social
Services Systensocial Housing, Methodological and Information Support in the Field of Social
Agendasand Supporting Social Entrepreneurship

Social entrepreneurship is also supported undereav OP Employment programmg&enterprise,

aimed at supporting small and medidsized enterprises through preferential loans and consultancy.
CZK 380 million has been allocated to this programme under OP Employment, which should support
approximately 75 mjects. This form of assistance allows social enterprises to access funding for
their work as simply as possible, promoting their development and expansion. Social enterprises
provide activities of benefit to local communities or society as a whole, aiteh oprovide
employment for people whose potential is overlooked by traditional enterprises. Given the nature of
this kind of entrepreneurship, these enterprises find it difficult to access traditional commercial
financing.

Toimprovel KS S RdzOI $ daghagfty té gravideSyvalty and inclusive educatidR Research,
Development and Education, Priority Axis 3 promotes Equal access to-dpiglity pre-school,

primary and secondary educatigrand Priority Axis 2 promotes the Development of universities

and human resources for research and developmeiheRS @St 2 LIYSy G 2F SRdzOF G2 N
knowledgeand skills is also financed under these two Priority Axes.

In this matter the Integrated Regional Operational Programme (IROP) supports investmenteinto th
infrastructure of schools and educational facilities, especially extending the capacities frhoa
education and specialised classrooms for primary, secondary and higher vocational schools to cover
key skills, which include foreign language leagniworking withdigital technologiesand science and
technology subijects.
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Recommendation N&@ concerns a number of areas:

For transport and its sustainabilitythere is the construction and modernisation of the road and
railway networks, when the Operatal Programme Transport (OP T) is satisfying the n+3 rule a year
in advance and would be capable of using more funding than what is available. The situation for
building and modernising the infrastructure for urban public transport is improving, as guthie
infrastructure for alternative fuels under OP T. IROP will make public transport more attractive e.qg.
by building terminals.

EU funds are contributing significantly to implementing the third recommendation by supporting
investment policy in thdransition to a lowcarbon economy and the transformation of the energy
sector, including increasing energy efficiemdyh regard to regional differences. This support is
provided under OP Enterprise and Innovation for Competitiveness, OP Environment,NROP a
Prague— Growth Pole. Energy efficiency in particular is a key area, where from atdong
perspective the timely preparation and implementation of projects is highly important, as is setting
up progressive support tied to any savings made, usingpws sources of financing (subsidies,
financial instruments, Energy Performance Contracting), extending absorption capacity, etc.

Using EU funds, the Czech Republic is making key changes in the legislative, institutional and systemic
environment in orderno speed up and make more effective the planning, permitting and siting of
buildings, and therebyeduce the administrative burden for investments

1) introducing digital technical maps (DTKs)
2) the digitalisation of planning permission and spatial piag{DPP}

3) the recodification of construction law,including the introduction of standard building
information modelling (BIM) and converting spatial plans to the new standard.

Support in the form of subsidies for developing tligital infrastructurewas launched in 2019. DTMs
will improve the sharing of the physical infrastructure and the coordinating of building work; DPP will
make the building of data networks more efficient.

Regarding the recommendation to support qualiigsed competition, it shdd be said that
substantial support is provided to the contracting authorities. As the coordinator for regulating public
procurement, the Ministry of Regional Development takes account of this in its methodological,
advisory and educational activities. Maver, when awarding public contracts, a contracting
authority can achieve a quality result in ways other than just evaluation, e.g. by defining appropriate
conditions for tendering-i.e. quality can be achieved even when evaluating price bids.

OP Resealt, Development and Education (OP RDE)derPriority Axes 1 Strengthening capacities
for high-quality researchand 2 Development of universities and human resources for research and
development has contributed significantly t;emoving the barriers hindmg the development of a
fully functioning innovation ecosystemas hasOP Enterprise and Innovation for Competitiveness
(OP EICunder Priority Axis 1 Promotion of research and development for innovatid@P RDE is
supporting the building of the NationaCentre for Electronic Information Resources, and is

" See chapter 3.3.5Digital technical maps
™ See chapter 3.3.5 Digitalisation of planning permission and spatial planning
™®See chapter 3.3.1 Recodication of public construction law
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implementing and managing the RIS3 strategy at national and regional level. OP EIC is also
developing financial instruments to support innovative startlps.

A Partnership Agreemenand the individualOpeational Programmedor 20212027 are being
prepared in line with Government Resolution B of 4February 2019. In this process, maximum
attention will be paid to theCountry Specific Recommendations for 20@8ludingCountry Report
Czech Republic 2018nnex DThe total allocation for the Czech Republic should be EUR 18.7 billion.
Negotiations within the EU are continuing.

Particular attention will be paid to the Just Transition MechaniStaking into accountCountry
Report Czechia 2020, Annexandthe first pillar, the Just Transition Fund, will be a new component

of cohesion policy and the Operational Programmes in the Czech Republic for the next programming
period.

6.2 Interlinkage of EU funds and national targets under the Europe 2020
strategy

In all priority axes for programmes that have some connection with the national targets under the
Europe 202@trategy, commitments resulting from the n+3 rule were again satisfied in 2019.

The five national targets foemployment were met thanks primariljo OP Employment and OP
Prague- Growth Pole, and in part also to the Rural Development Programme.

Here EU funds are directed at supporting employment and the employability of people who have
various disadvantages on the labour market, and who experieiftieutty finding work despite the
current positive trend.

For employmentpoverty and social exclusiothere are interventions under OP Employment, IROP
and OP Prague Growth Pole, and in part the Rural Development Programme too, primarily for
integrating groups at risk on the labour market, greater accessibility and capacity for social services,
and support for care for children of preschool age.

The individual targets foeducationare gradually being met, particularly with support from OP RDE.
Measuredo reduce the number of people leaving education prematurely are also supported by IROP
and OP Prague Growth Pole. This primarily concerns coordinating activities to link up schools with
social and family services in order to prevent failure at schadl stop pupils leaving primary and
secondary schools prematurely.

According to the latest figures from the Czech Statistical Office (2018), total expenditteeeanch

and developmentrose by a record 14 percentage points to CZK 102.8 billion (1.932R)f this was

the first time this spending had exceeded one hundred billion CZK. Of this figure, public expenditure
was CZK 41.7 billion, towards which EU funds contributed 16%. Following a steady increase in
spending on R&D&I in 2088015 and a subsequemnéduction in 2016 due to low drawing from EU
funds at the start of the new programming period, drawing from EU funds rose again in 2017 and
2018. Spending on research in the business sector has a respectabterongpwards trend, but
spending by domegt enterprises is only rising at a significantly slower pace.

® See chapter 3.3.4Financial instruments
" See chapter 3.3.4 Sustainable Europe Investment Plan
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Support for climate and energy policy comes from national programmes and EU funds (especially
OPEIC, OP Environment, ORansport, IROP and the RDP).

The Czech Republic has a set emissionetdog sectors outside EU ETS. EU funds support reducing
greenhouse gas emissions, especially through projects under OP Environment to reduce the energy
intensity of public buildings, and through IROP projects to increase the use of renewable energy
sources and reduce energy intensity in the housing sector.

For renewable energy sources, the target for the proportion of RES in final energy consumption was
exceeded, and achieving the Czech Republic’s st
enemgy from RES came more from private funding, but now it is supported by EU funds (OP EIC, OP
Environment, IROP). Energy from RES also contributes to energy consumption in transport, and these
activities are partly supported from EU funds.

EU funds shouldacount f or approximately a third of the C
energy savings in 2020. Of this support from EU funds, OP EIC accounts for around two thirds (savings

in businesses) and the remainder is almost equally split between OREmMeint (savings in public

buildings) and IROP (savings in apartment buildings), while a small proportion is due to OR-Prague
Growth Pole (savings in buildings and transport services in Pragune)gy efficiencyactivities are

also supported with natiodafunding (the New Green Savings Programme, EFEKT, National
Programme Environment, etc.). Overall the Czech Republic has not met its target for energy savings,

and measures have been adopted to improve this.
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