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1. NGOs inthe Czech Republic

1.1. NGOs in the Czech Republic and their typology

NGOs are private legal persons and are among theafzed structures of the civil
society — in addition to churches, trade unionefgssional associations, political parties and
numerous non-formalized structures. In democratcumstances, most of these groupings
serve to strengthen the participation of citizenthie public life and to address public issues.

A few of them serve to secure and develop theestsrof their own members.

The development of the involvement of Czech citzenaddressing public issues is

demonstrated in Table 1, which was taken from dyshy P. Fré:*

Table 1: Involvement of Czech citizens in addressgpublic issues in %

2002 2007 2008 2009 2010 2012 2014
Often 3 2 2 2 1 2 2
Sometimes 18 13 13 8 12 13 12
Rarely 32 33 33 28 30 34 30
Never 47 52 51 61 56 50 55
Total 100 100 100 100 100 100 100

Source: Public Opinion Research Center 2014b, NGOQ.

In the Czech Republic, 108,528 private entitieiagal forms typical of NGOs (see
Table 2) were registered in 2013. The individugkleforms are specified in the second part.
As is evident, the sector of registered NGOs iy Varge; however, it can be assumed that
a number of them exist onlye iureand do not pursue any activities. It will be pbgsito
estimate the number of such NGOs only after theday the three-year period, given by the

Civil Code to non-governmental organizations to ptate their transformation.

Table 2: Development of the number of NGOs in thegars 2005 — 2013

Year Foundation | Endowment Public Associations Religious | Organizational
funds benefit legal units of
corporations persons associations
2005 293 998 1,208 55,473 4,647 33,355
2006 302 1,042 1,369 58,915 4,503 30,749
2007 302 1,100 1,543 62,370 4,487 31,230
2008 379 1,157 1,721 66,079 4,439 31,629
2009 413 1,229 1,870 69,154 4,358 32,272

L Fri¢, P.: ‘Obcanska spokénost a definice NNO, vyvoj, stav a trehdy



2010 477 1,280 2,031 72,620 4,362 32,696
2011 487 1,358 2,208 76,126 4,376 33,599
2012 493 1,400 2,409 79,462 4,373 34,656
2013 532 1,430 2,685 84,430 4,172 34,536

Source: Prouzova, Z.: “Data a fakta o neziskovékiae vCR”.

Note: Including churches whose purpose-built faesi form approximately 5 % of religious
organizations; purpose-built facilities of churchage not monitored separatélyThe table
also includes trade unions that were close to cagsociations in terms of legislation. — The
GCNGNPO does not consider these to be NGOs.

Typical NGOs have the characteristics specified the internationally shared
definition of NGO, the authors of which are L. M. Salamon, an Ansrisociologist, and H.
K. Anheier, a German sociologist. This definitioasmprepared in the 1990s as a response to
the need to define specific and actual charactesisof private non-governmental
organizations that will also apply internationallggardless of various national or local
specifics and enable international comparison. dftaacteristics are as follofvs

» Organization (a permanent, formalized structure)

» Private nature and independence of the stat@rivate legal status)

* No distribution of profit (among members and persons authorized to makeate)is
» Self-administration (internal structure)

* Volunteering (as in “with the participation of volunteers”)

It is impossible to accurately categorize this éasgt of legal persons and appreciate
its heterogeneity. Nevertheless, there is a simedlitlassification of the types of NGOs in
terms of one of the major characteristics, i.eirthenction. In terms of function, NGOs are

classified as follows:

» Service NGOs
» Advocacy NGOs
» Special-interest NGOs

2 purpose-built facilities are recorded separatelhe Register of Legal Persons kept by the MipisfrCulture.
® Professor Lester M. Salamon (1943) is a profeasdohns Hopkins University in Baltimore. He is arfghe
first sociologists dealing with the non-profit sectand the civil society on a global scale. Prajeddelmut
K. Anheier (1954) is a professor at the UniversitHeidelberg and Dean of the Hertie School of Goaace.
His book entitled Nonprofit Organizations is coresied the first textbook in this area.

* Skovajsa, M. et al.:Obcansky sektor, organizovanadamska spoknost vCeské republice Portal 2010.



Philanthropic NGOs

Service NGOsprovide direct services to their clients, i.e.ythirectly address public
issues. Typically, this group includes NGOs prawigdsocial services, NGOs in the area
of health care and social inclusion or in the acfadevelopment cooperation and
humanitarian aid. These are generally non-memberONGvhich aim at their
professionalization or have already achieved ite Bervice and legal functions of the
NGO often blend, and the NGO thus performs botletions at the same time in a certain

proportion.

Advocacy NGOsfight for the rights of defined groups or selecfrblic interests. Their

activities consist in the enforcement or preventodrchanges with respect to public or
private institutions. They play a major role in #mgforcement of the principle of equality
and non-discrimination, and in the protection oharmity interests and the public interest,
such as the protection of health, the environmert eonsumer rights. In terms of
structure, these NGOs can be either membershimiaageons (civic associations, now
associations) or non-membership organizations {pud@nefit corporations, foundations

and endowment funds).

Philanthropic NGOs financially and materially support community andelfare

activities. Typically, these include foundationslandowment funds.

Table 3: Evaluation of the advocacy capacity of Coé non-profit organizations’

2000 | 2001] 2002 2003 2004 2005 20p6 2007 2p08 200810 2 2011| 2012 2013

4
4

2.0 1.8 1.8 2.0 2.2 2.2 2.4 2.4 2.4 2.3 2. 21 2{12.0

Source: USAID 2013

® The evaluation is performed in a number of coestall over the world on the basis of the assigrraed
methodology of the USAID every year; in the Czechpblic, the evaluation is regularly performed by
Neziskovky.cz, o0.p.s. as part of an expert groupe Tivil Society Organization Sustainability Indg&SOSI) is
a key analytical tool which measures the developroérihe civil sector in Central and Eastern Eurgpel
Eurasia (E&E). The index monitors the developmenthe civil sector in twenty-nine countries oveetpast
fifteen years. It examines the overall favorablenethe environment for the civil society witha@ctis on the
legal environment, the organizational base, finansecurity, the enforcement of interests, the isiom of
services, infrastructure and public image. Eachedision is evaluated on a scale from 1 to 7, whenglitates
a very advanced level of development and 7 indi&catéow level of development. The index was devedbim
the American Agency for International Development dollaboration with organizations in the individua
countries where the index is monitored.



For comparison, we state the values of the indesusfainable development in 2013
for some other countries: Poland 1.6, Estonia layia 1.9, Lithuania 2.0, Ukraine 2.3,
Slovakia 2.5, Bulgaria 2°7

» Special-interest NGOsform the most numerous group of NGOs in the Czemtnprofit
sector. They focus on organizing special-interesviies either only for their members
or for the general public as well, where their atigs resemble services provided to
certain groups. This group typically includes NG@she field of sports and culture and
traditional village special-interest associationfor ( example Sokol, beekeeping
associations, volunteer fire departments etc.)ci@paterest NGOs are based solely on

the principle of membership.

Table 4: Typology of NGOs in the Czech Republic aceding to their functions

Function Main activity Internal structure

Service Social and health care Mostly non-membership
Education and research
Humanitarian aid and charity

Culture
Development cooperation and humanitarian aid

Advocacy Protection of the environment Membership as well as non-
Protection of human rights membership

Enforcement of equality and non-discrimination
Protection of the rights of minorities

Protection of animals

Protection of consumer rights

Fight against corruption etc.

Cultural activities

Special- Sports Membership
interest Leisure

Beekeepers, huntsmen, gardeners
Community associations

Other

Philanthropic | Providing grants and donations Mostly non-membershi

Source: Fri, P.: “Obcanska spolénost a definice NNO, vyvoj, stav a trendy”.
Note: The table presents the dominant functionsaatigities of NGOs (there are overlaps in
the division of the functions)

® Source: http://www.usaid.gov/europe-eurasia-chaitiety
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1.2. Macroeconomic indicators concerning NGOs

Standard macroeconomic indicators developed fomteds of data collection from
the market sector and extracted from the CZSO Nféllge account provide a very
incomplete picture of the non-profit sector. Nekieleéss, these indicators in context may
serve as one of the sources of information aboudsl@nd that is why they are stated here.

The following economic data on the productivitytloils segment of economic life can
be obtained from the aforementioned NPI satellitmant, which currently contains the latest
data for 2012. However, it is again necessary te tiwat these are private entities classified
under the definition of NPI, therefore broader tfd60Os according to the GCNGNPO,
whereby the data on NGOs are rather misrepresdmtiedot significantly.

Table 5: Development of the production of the Czechon-profit sector in the years 2005
—2012°

Year Production in millions Production in millions Production in millions
CZK for NPIs in S.11 CZK for NPIs in S.15 CZK total (NPIs in
and S.12 S.11,S.12,S.15)
2005 4,509 42,938 47,447
2006 5,661 45,842 51,503
2007 4,486 51,422 55,908
2008 4,833 48,682 53,515
2009 5,732 48,559 54,291
2010 6,152 48,930 55,082
2011 6,814 49,326 56,140
2012 6,281 49,929 56,210

Source: Prouzova, Z.: “Data a fakta o neziskovékime vCR”.

" The production consists of the products and sesviteated during the fiscal period.

8 Data for NPIs in institutional sectors S.11, Sat®l S.15, i.e. foundations, endowment funds, putsicefit

corporations, educational legal persons, assonmtitheir organizational units, political partieslanovements,
religious organizations, chambers and professiassbciations, special-interest associations of [egaons and
hunting associations.
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Chart 1: Structure of the production of the Czech mn-profit sector in 2012

Market production

Production
for own use
_4—" 1,7%

Payments for
non-market
productions

Free production

The share of the Czech non-profit sector in thesgmomestic product of the Czech
Republic is around 0.7 % in the recent years. Wamkormed by volunteers accounts for
0.15 %, as is shown in Chart 2.

Chart 2: Development of the share of the Czech noprofit sector in the GDP of the
Czech Republi¢®

2008 2009 2010 2011 2012

° Note: Data for NPIs in institutional sectors S.8112 and S.15, i.e. foundations, endowment fupdblic
benefit corporations, educational legal personspa@ations, their organizational units, politicarfies and
movements, religious organizations, chambers amdegsional associations, special-interest assonmtof
legal persons and hunting associations.

19 Note: Data for NPIs in institutional sectors S.8112 and S.15, i.e. foundations, endowment fupdblic
benefit corporations, educational legal personsp@ations, their organizational units, politicarfles and
movements, religious organizations, chambers amdegsional associations, special-interest assonmtof
legal persons and hunting associations.
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1.3. Human resources in NGOs

As regards the NGO development trends, it is necgse pay attention to three most
important parameters of these organizations whrehcharacteristic of their existence and
development, rather than to the economic performanic this segment of the national
economy. These parameters include the human paitéingit forms NGOs. Three groups of
people — NGO members, volunteers and employeesatecthe NGO environment in terms of
the individual forms of involvement. The NGO tramshations over the last few years can be
monitored on the basis of the development of menneslvement, volunteering (i.e. the
number of volunteers and the volume of their wak)l the degree of professionalization of

some NGOs in connection with the development ofiilmaber of employee€'s.

In this context, it is necessary to mention tworgimena which are distinguishable in
the area of participation of people, i.e. the cisdciety, in public life. These are the

participation of individuals and the so-called sactional activism?

1.3.1. Membership in NGOs

The number and influence of NGOs apparently keepeasing; however, upon
a closer examination of this trend, we find thatlo® one hand, there are more and more non-
membership NGOs and, on the other, there is thei@mpithat the number of members of

some traditional NGOs based on the membershipiptinis decreasing.

1 Frig, P.: “‘Obcanské spoknost a definice NNO, vyvoj, stav a trehdy

12 Transactional activism is the activism of civiqanizations without the involvement (mobilizationi) the
public. The organizations do apply themselves ttvities focused on influencing the decision-making
processes (public policies) but without the mohiiian of the membership base and without the ppatiion of
citizens in the communication with politicians awificials. The organizations try to influence thabfic policy

in the form of moderate strategies, such as negwig (behind closed doors), lobbying, lawsuitspexs
reports etc. The counterpart of transactional &etivis participatory activism of civic organizate(Fric, P.).

13 Fri¢, P.: ‘Obcanska spokénost a definice NNO, vyvoj, stav a trehdy
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The fact that NGOs are established and operated@asnembership organizations or
organizations with a very small and rather formaihber of members or that they keep losing
their members indicates that these organizatioadacoming distant from citizens and that
their existence is no longer indicative of citiziewolvement* — citizens rather become the
clients of NGOs who use NGOs’ products. Therefdl@ Os are nowadays less and less used
as tools of the active participation of citizenpumlic life in the form of membership in these
organizations. This rule applies in particular ¢ovice and advocacy NGOs, to a lesser extent
to special-interest NGOs, although a number oféhesapparently losing members as well
(with the exception of volunteer fire departmertk® attractiveness of which, especially for
the youth, is a remarkable and little reflectedmmenon). Nevertheless, some NGOs can
rely on public support even if they are not membigrerganizations — they receive financial

and material aid as well as respect and likingHeir activities.

For illustration, the following table is includedgsulting from the research by P. i
and T. PospiSilova dated 2009, which also captilnesssue of the so-called virtual activism.
Virtual activism is the activism of citizens focasen influencing public affairs through
electronic media. The virtual citizen activism undés all Internet activities of citizens
towards influencing the public space in the givecieaty. This includes not only an easy
signing of petitions and the distribution of infaaton via mailing lists but also the
participation in discussion groups and communitisgussing public affairs or topics of the
public policy, i.e. it is actual “opinion-creatinggork” (Bélohradsky). It further includes
mobilization virtual activities e.g. of organizat@l and coordinating nature leading to actual

(protest) activities (e.g. ethical consumerism ¢sgmoycotts, demonstrations, blockades etc.

Table 6: Membership in the individual areas of opeation of non-profit organizations

Area of operation Virtual activists™ | Total population
aged over 14 years
Work with children and youth 33 4
Ecology 31 5
Culture 23 11
Defense of rights and interests 22 2
Religious 15 7

1 Frig, P.: ‘Obcanska spolénost a definice NNO, vyvoj, stav a trehdy
15 The new model of civil activism of the 21st cegthas many titles — virtual activism, cyberactivignline
activism, digital activism, net-activism, hactivistc.

14



Medical services

Social services

14

Sports 13 13
4
3

Traditional special-interest organizations (huntsmae,
breeders, gardeners...)

Volunteer fire departments 2 13

Source: Fre, P., PospisSilova, T.: VHD, 2009, N = 3,811. Dateb.

1.3.2. Volunteering

Volunteering has two forms in the NGO structurésnéans either voluntary service
governed by Act No. 198/2002 Coll., which is ingibnally and financially supported by the
state and is minority, or broad volunteering (perfed especially under NGOs), which does

not fall under the aforementioned Act.

The number of volunteers under voluntary serviceaisund 20,000 people in
accredited programmes in over 100 NGOs supportethdMinistry of the Interidf every

year.

Volunteering in the broad sense of the word is aegd concept and includes
volunteers as natural persons as well as theiridnpark motivated by the determination to
help. Volunteering is one of the primary charast&zs of NGOs and it is the prerequisite for
the existence of individual NGOs and the entire -posfit sector. Volunteers form the
predominant part of the total workforce in NGOsprgximately 78 % of all human resources
which work in NGOs. Voluntary work / activity creates values, incremsthe value of the
work performed by NGOs for the public, and the €pti of such work / activity is thus
decreased in the quasi-market of various services activities. Volunteering cannot be
entirely separated from free work of members in mership NGOs. Membership

volunteering forms a large part of voluntary adgiviwork®

18 Ministry of the Interior, 2014

" Tosner, J.: Studie o dobrovolnictii

18 Activities carried out as part of membership dutie not considered voluntary activities pursuanAct
No. 198/2002 Coll., on Volunteer Service, as amdndad pursuant to the draft substance of the Act o
Volunteer Service that has undergone the interdejgstal comment procedure.

15



As regards volunteers outside voluntary service, types of data can be used, either
data from surveys sometimes conducted by some legmal departments or data of the
CZSO, which however only monitors volunteering onty NPIs with more than 10
employees, which definitely are not typical vollentdGOs. Moreover, the CZSO does not
consider voluntary activity / work of members of migership NGOs as voluntary work.
Therefore, the CZSO data are misrepresented tonsidarable extent and do not cover

volunteering in its entirety.

Table 7: Development of the number of volunteers ithe Czech Republic (calculated in

FTESs) and the valuation of voluntary work in CZK

Year Calculated Number of hours | Valued voluntary | Median of salaries
number of worked by work in millions in the CR in CZK
volunteers volunteers CzK

2005 36,138 62,988,539 6,236 99.00

2006 28,045 48,884,067 5,177 105.91

2007 47,776 83,225,489 9,429 113.29

2008 27,255 47,205,654 5,666 120.02

2009 27,144 47,177,188 5,769 122.29

2010 25,039 44,320,933 5,516 124.46

2011 25,983 45,185,506 5,671 125.51

2012 25,964 44,866,218 5,671 126.39

Source: CZS0 2015 in Prouzova, Z.: “Data a faktaeziskovém sektoruGR”.

However, recent surveys show that the number ofintekers in various areas and
organizations (i.e. including NGOs), such as soarad health services, sports, museums,
libraries, leisure centers etc., reaches almost rilbon people™® This concerns 29 % of
population over 14 years of age. It also followsnirresearches conducted in the area of
voluntary work, especially researches by P¢ lBnd T. PospiSilova, that the development in
the area of voluntary work stagnates from the 13802009. This phenomenon can also be

documented using the CZSO data, although theseldtgnin many aspects.

19 Togner, J.: Studie o dobrovolnictii
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Despite the stagnation in the development of valyntvork, the situation in this area
is relatively good in the Czech Republic. With @&@8hare of voluntary work in population
over 14 years of age, the Czech Republic rankgtemmnong the EU Member Stat8s.

Voluntary work is an extremely positive phenomenibris indicative of the mood of
the society and the willingness of its membersdattive, show solidarity with the weak and
participate in addressing public issues. The dgti citizens is actually the manifestation of
a certain kind of faith in formal structures in thense that citizens think it worthwhile not to
be passive in a certain system. Therefore, volyrdativities deserve universal support and
a manifestation of respect of state institutiomghé state visibly demonstrated this support
and respect, it is likely that the stagnation & ttevelopment of voluntary activities would
cease and voluntary activities might see furtheetigpment.

The EU and the United Nations attach a great inapod to the development of
voluntary activities as one of the forms of invalveitizenship. This is demonstrated by the
repeated announcement of Years of Volunteeringe-ast one was announced by the EU in
2011. These events, so far always joined by theclCA&epublic, meant a shift in the
development and perception of volunteering andelers.

1.3.3. Professionalization of NGOs and developmenh the area of employment in
NGOs

The basic criterion in the assessment whether a N&@rofessionalized or has
embarked on the journey towards professionalizaitonhe fact that the NGO has paid
employees. The NGO professionalization is manitest®t only in the professional
performance of activities for which the NGO wasabished, but also in the implementation
of managerial and programme direction of the ommion, personnel policy etc. The
professionalization trend can be observed not onthe presence of employees in the target
activities but also in the hiring of employees wdrtsure the running of the organization as

such (directors, finance directors, economistsiifaisers, PR managers, lawyers etc.).

2 Frig, P.: ‘Obcanska spoknost a definice NNO, vyvoj, stav a trehdy
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One of the trends in the non-profit sector thatges especially to professionalizing
NGOs but not only to them is an increasing realzabf the need for transparency and
trustworthiness of non-profit organizations in tila to the public and donators. Although it
is still a limited group in terms of numbers, thed&Os want to be transparent and
trustworthy entities, beyond the framework of thgplecable legislation. Self-regulating
mechanisms in the non-profit sector, such as tteduation of the trustworthiness of non-

profit organizations, thus arise.

In particular service and partially also advocacy®& have embarked on the journey
towards professionalization. The NGO professiomdilon is a relatively new phenomenon
that strengthened after 2005, i.e. after the CZ&epublic joined the EU. In the first step,
professionalization was enforced by state fundsigeal by the public administration. To an

increased extent, this applies to aid from the &hdls.

The NGO professionalization undoubtedly has itsitp@s but also negatives. The
NGOs which have embarked on the journey towarddepstonalization have become
transparent and well-managed companies that pravigle-quality and demanded services
free of charge or for considerably lower pricesnthausiness entities and often state
institutions. These NGOs frequently closely coofgemith the public administration in the
long term in mutually created links and with thgegtations of mutual responsibility.

On the other hand, the principles of their intemt@mocracy, necessary for the citizen
participation, are pushed back by the need for gmsibnal manageménht and the
membership base, consisting of amateurs, becontsmdant for such NGOs or even
becomes a disincentive. Therefore, professionalik€siOs apparently cease to be the
platform for citizen participation of the membershype in public life because on the one
hand they cease to be attractive to the public @amdhe other they no longer need any

membership base to be legitimate, as expert kn@eléds replaced this base. Nevertheless,

2L Frig, P.: ‘Obcanska spoknost a definice NNO, vyvoj, stav a trehdy
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these NGOs can, through working for their targeiugs, activate these groups of people in

other ways.

The connection of these NGOs with the public adstiation and political elites and
their professionalism give them the ability to ast@ their goals without the participation of
the public (transactional activism) and, at the esatime, evokes a certain feeling of

exclusivity.

However, professional or professionalizing NGOs m@oé very numerous yet. If we
use the premise that these are NGOs which are ssfotén the repeated obtaining of state
financial aid, as their activities are on such\&ldhat state authorities “buy” them, we can
talk about approximately 2 — 3 % of all registeN@0s?? If we include all the state budget

aid in this criterion, we will reach about 5 % béttotal number of NGOs.

As has already been mentioned, an important inaliaaft professionalizing NGOs is
the number of employees and its year-over-yearldpueent. As is shown in Table 8, the
number of employees (calculated in FTES) in NPtsdading to the CZSO) slightly increases

every year but still remains very low.

Table 8: Development of the number of employees iNPIs?® in the years 2005 — 2012
according to the calculated FTEs

Year Number of employees | Number of employees Total number of
for NPlin S.11 and in S.15 employees
S.12
2005 4,269 37,358 41,627
2006 4,570 39,655 44,225
2007 4,015 44,682 48,697
2008 4,512 45,841 50,353
2009 5,456 45,862 51,318
2010 5,499 47,498 52,997
2011 5,635 47,960 53,595
2012 5,705 48,521 54,226

22 pnalysis of NGO funding from public budgets in 301

% Data for NPIs include foundations, endowment fummblic benefit corporations, educational legaispes,
associations, their organizational units, politiparties and movements, religious organizationamtiers and
professional associations, special-interest assoegof legal persons and hunting associations.
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Source: Prouzova, Z.: “Data a fakta o neziskovékime vCR”.

Chart 3: Employees in NPIs according to sectors ig012

1046;1,9%
1326;2,5%

1283;24%
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Recreation

Culture

Education

Social services

Religion

Political parties

Trade unions

Professional organizations
Environmental protection
Local and regional development
Protection of human rights

Humanitarian aid

:| Other

Source: Prouzova, Z.: “Data a fakta o neziskovékime vCR”.

The situation as regards employees can be spetifidde survey dated 2009 in 100

NGOs (according to the GCNGNPO) which were askeddhowing question:

Table 9: Does your NGO have paid employees?

Yes No Total
Special-interest 26 74 100
organizations
Service organizations 71 29 100
Advocacy organizations 51 49 100

Source: Fre, P., PospisSilova, T.: VHD 2009, N = 3,811. Dat&/n

It is typical of the employees of these organizatithat they receive lower salaries on
average compared to other segments of the nagaoalomy. This can also be seen in Chart 4
despite the fact that salaries were monitored flotypes of NPIs, which rather distorts the

data. If it had been possible to monitor only takses in NGOs, they would have been even

lower on average.
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Chart 4: Development of the average gross monthlyatary according to the national
accounts in the years 2005 — 2012
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1.4. Networks and umbrellas of NGOs, resource cemte the networking

process

The so-called networking is the process of NGO ecting in order to fulfill the
shared interest of members of these groupingschiigacteristic feature of this process is the
fact that the networks and umbrellas are estaldigimel formed by autonomous NGOs, i.e.

they are not associations created by the “paremnt’tae branches established b¥tit.

Although the non-profit sector in the Czech Republ atomized and highly
individualist, more or less successful attemptsNgOs at connecting into formalized
networks and umbrellas or informal groupings haeerbunder way since the 1990s. The
process of “networking” of Czech NGOs has alwaystamed a conflict that is difficult to
solve. On the one hand, there is the fear of iddi@ NGOs of the loss of their sovereignty
and the establishment of a sort of “National Frdtitese fears are related to the communist
past of the Czech Republic), and on the other htdndle is the objective need to connect in
order to achieve certain objectives that individbEOs cannot achieve on their own.
A certain fragility of such groupings or their opgons and their frequent weakening by their
own membership bases illustrate the conflict. Néndess, the process of NGO networking
and its understanding is also important in termghefstate administration, which more and

more often seeks a permanent and comprehensilifeepfitom among NGOs with which the

24 pospisilova, T.: ZasteSujici organizace v neziskovém sektortieské republice: situace, témata a navrhy
opatentf.
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state administration could rely on such a partnegjgresentativeness, legitimacy and the

resulting responsibility.

Currently, there are 70 — 80 private entities ia @zech Republic which are NGO
networks or umbrellas in their nature, and seviefarmal groupings of NGOs that can also
be considered the outcome of networking. The dimisif these entities into networks and
umbrellas is only a work tool. As regards netwotkgse are based on the horizontal principle
and are generally less formal compared to umbtellasy are rather freely organized NGOs
oriented at the exchange and sharing of experieareeprganized on democratic principles
without a vertical management, mostly have no eygse and their activities are organized
on the volunteering principle of the individual meeans. However, membership fees are often
paid even in networks, and such fees contributeédunding of such networks.

Unlike networks, umbrellas are always formal. Theg organized vertically and
managed by a management structure and their actomards their members are more
formalized. Most of them have employees, who oardand manage the activities of the
umbrellas. Membership NGOs pay membership feesatieatised to co-finance the umbrellas;
however, this financial source is mostly not enotmlensure an effective functioning of the
umbrellas. The predominant purpose of umbrellahasrepresentation of their members in

defending their interests.

Network NGOs also include the so-called resourcgers. These are NGOs which are
not primarily organized on the principle of memibgps unlike the first two (although they
may have members). In particular, they provide nexi, expert and information support to
a broader group of organizations in the non-preéictor®> The target group to which they
primarily provide their activities consists in NG@&mselves. Such resource centers can be
found in many fields of operations of NGOs in thee€h Republic and deal with issues such
as volunteering, environmental issues, social agallprotection of children, the affairs of

foundations and endowment funds etc.

% pospisilova, T.: Zastesujici organizace v neziskovém sektortieské republice: situace, témata a navrhy
opatenf'.
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The mandatory characteristics of networks and uhlalste which ensure their
legitimacy and representativeness, consist in ttistemce of a membership base, formed
primarily of legal persons dominated by legal typé&NGOs, and in a democratic manner of
selecting their representatives. They have varlegal forms (mostly associations or legal

person associations) and different functions.

In the Czech Republic, there are field-specificvasdl as universal networks and
umbrellas — mostly based on the nation-wide priecgnd only exceptionally with regional
groupings. Field-specific groupings have been fanme order to share experience, seek
system solutions and cooperate with the public athtnation in certain field in which NGOs
operate — for instance the social field, the emwmental protection, the issue of social
exclusion, sports etc. In terms of establishmdrasé networks and umbrellas are relatively
old and many of them have already gained influemcecooperating with the public
administration and the political representationgémeral, it may be said that Czech NGOs
prefer field-specific networks because with regardheir orientation it is not that necessary

to give up the NGOs’ sovereignty in negotiatingitih@erests.

Universal networks and umbrellas include only NG@gardless of their fields of
operation, and their primary purpose is to repreennon-profit sector as such in relation to
the public administration and the public, with imaximum achievable degree of legitimacy
and representativeness. Such networks and umbrm&as/ounger than the field-specific
networks and have been underfunded by the pubfigrastration for a long time — they do
not belong under any ministry, and none of thetegsgrant programmes are thus open to
them. Nevertheless, universal networks have beeningainfluence in negotiating the

conditions for the functioning of the non-proficser as such.

In the area of networking, a special significareattributed to the fact that more than

50 % of the field-specific networks in the CzeclpBRaic are members of the relevant field-
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specific umbrellas abroad, generally at the EUllexigéen more than on@. This networking

process is perceived positively by Czech NGOs, tardNGOs see a source of prestige and
legitimacy within the domestic situation in suclmambership. The membership helps them
to form an expert opinion in their field, i.e. afutal” that can be used to establish their issues

and interests in the domestic scéhe.

Table 10: Examples of involvement of field-specificnetworks and umbrellas in
international NGO networks

Field-specific network/umbrella Foreign network/umbrella

Citizen Advice Bureaus Founder member of CitizelviBe International
Association of Public Benefit Organizations of the | Member of The European Network of National Civijl
Czech Republic Society Associations (ENNA Europe) and member of

International Committee on Fundraising
Organizations (ICFO).

Czech Association for Mental Health Member of Méhtaalth Europe and the World
Federation for Mental Health

Czech Forum for Development Cooperation Founder lpezrof the European Confederation of]
NGOs for Humanitarian Aid and Development

Czech National Disability Council Member of thedmiational Federation of the
Disabled, the European Disability Forum and other
umbrellas

Association of Firefighters of Bohemia, Moravia andComité Technique International de Prevention et

Silesia d’extincion du Feu

Czech Athletic Federation International Associatidirthletics Federations

Chess Association of the Czech Republic, o0.s. Fadidér Internationale des Echecs

Network of Maternity Centers Founder member of MONE and member of the

worldwide association of cooperative women’s
groups GROODS

Green Circle Member of European Environmental Bureau

Source: Pospisilova, T.: “Za&tsujici organizace v neziskovém sektorgiegké republice:
situace, témata a navrhy opahi”, edited.

1.5. Conclusion

In the Czech Republic, there is a large number®@0ON that may be freely established
and that may freely fulfill the purpose for whidtey were established.

% pospisilova, T.: Zastesujici organizace v neziskovém sektortieské republice: situace, témata a navrhy
opatenf'.
27 pospisilova, T.: Zastesujici organizace v neziskovém sektortieské republice: situace, témata a navrhy
opatenf'.
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According to their functions, this group of NGOsdae divided into service NGOs
(providing services), advocacy NGOs (fighting foetrights of the target groups), special-
interest NGOs (fulfilling especially the interestStheir members) and philanthropic NGOs.
The functions of the individual NGOs often blendgether; in particular, service
organizations often pursue advocacy activitiestfar benefit of the target group of their

clients etc.

The development of NGOs, their current situatiod problems may be illustrated in
the human resources which form the NGOs. Thesenambers and employees, especially of

professionalizing NGOs, and volunteers.

The contemporary trends in the NGO developmentatdia stagnation of the number
of members or the gradual loss of members in a eund traditional membership
organizations, the formation of membership NGOswitvery small and formal number of
members, and a massive establishment of non-mehipel&50s that gradually become
professional and their activities are performedthgir employees. Such NGOs use their
expert knowledge in a certain field in which theyecate, and present themselves as such.
This is the so-called transactional activism, whishgradually gaining importance in the
relation of NGOs and the public administration. Trend of implementation of activities of
such NGOs is aimed at professional performance idespe fact that the numbers of
employees in NGOs remain low and do not change mN&Os operating on the basis of
volunteering, i.e. with no employees and with ehlpgoportion of voluntary activities / work,

are still dominant.

The contemporary form of the non-profit sector e tCzech Republic can be
characterized by a gradual even if difficult creatof NGO networks and umbrellas, which
seek to enforce the interests of their memberskgprozations, either in specific fields or in
general. They are thus advocacy NGOs with speaimbership bases, formed by other
NGOs, which unite in order to enforce system chang#ith their establishment and
operation, the question of their legitimacy andrespntativeness comes to the fore. In

general, it can be said that Czech NGOs prefat-Bpkcific networks over universal ones.
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2.  Current state policy with respect to NGOs

2.1. Monitoring data on NGOs and defining NGOs iertms of the state
policy

At present, state and its administration work wito definitions of these private
entities — the definition of the CZSO and the débn formed by the GCNGNPO for the
purposes of the state policy regarding these nesilyinating entities in the 1990s. The
second definition is used by the state administimato a considerable extent and also by the
local governments, for example for the needs of th@nt policies. Both definitions are the
same in that the defined entities are private iestiand that they have the characteristics

contained in the international definition by L. Balamon and H. K. Anheier.

In the system of national CZSO accounts, NGOs @ifobnd in the NPI group. In
terms of statistics, these are units created ferghrpose of manufacturing products and
providing services whose status does not allow kiduction to be a source of income. In
practice, their activities may be associated with generation of surplus or loss but no
surplus may be claimed by other institutional uffit&ntities which fall within this definition
are further divided by the CZSO into market and -naarket manufacturers. The
manufacturers who constitute a narrower NGO grouphé understanding of the political
definition of the GCNGNPO form a sector in the CZ&@ounts especially from the group of

non-market manufacturers, defined as NPISH.

In 2007, the CZSO established the so-called sateHdiccount according to the
methodological NPl Guidebook in the system of nalaccounts from the European System
of Accounts ESA 95. The NPI satellite account seppmnts and expands the national
accounts maintained by the CZSO in the area asstat The CZSO selects all the NPI data

from other accounts, collects them and unites thethis satellite account, and expands their

2 Working document for the MONEYVAL Group “Satelliteccount of Non-Profit Institutions”, CZSO, April
2012.

27



statistical monitoring by indicators characteristicNPIs. This is for example the value of

voluntary work, the issue of membership and théoperance indicator§’

Characteristic features of NPISH according to aandetailed classification of the
CZSO:

* Non-market manufacturers, especially those progidiervices,

* Their production is generally not implemented ie tmarket, i.e. it is provided for an
insignificant price or free of charge,

» Their production is valuated on the basis of th& poinciple, i.e. their price is determined
by the acquisition costs,

 Their management structure is different from congmmnas well as government
institutions (state authorities and local governtagn

* The income structure is also different, with a hgeportion of donations, in terms of
money as well as working time (voluntary work),

* These entities show a high proportion of voluntaork (up to 90 % had no employees in
2011).

However, the CZSO also includes churches, educdtitegal persons, political
parties, professional associations and othersarNfRl group. This makes it more difficult to
use the collected data for the purposes of the sialicy with respect to NGOs according to
the definition by the GCNGNPO.

The NGO definition formed by the GCNGNPO in the @9@nd used for the purposes
of the state policy is a political definition antd iobjective was to distinguish and support
newly originating forms of NGOs, established by ttiezens’ free will after 1990 as
a manifestation of an activating civil society. Jhdefinition does not argue with the
international definition but narrows down the lef@ms which fulfill it. According to this

definition, the following private legal forms arerwidered to be NGO$:

29 Working document for the MONEYVAL Group “Satelliteccount of Non-Profit Institutions”, CZSO, April
2012.
39 All acts are stated as amended.
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Civic associations and their organizational unitformerly pursuant to Act No. 83/1990
Coll., on the Association of Citizens), n@gsociations and their branchegpursuant to
the Civil Code).

Foundations and endowment fundqformerly pursuant to Act No. 227/1997 Coll., on
Foundations and Endowment Funds, now pursuanet&ivil Code).

Religious legal personr purpose-built facilities of churches established by churches
and religious societies pursuant to Act No. 3/2@l., on the Freedom of Religious
Expression and the Position of Churches and Relgg®ocieties, as amended).

Public benefit corporations pursuant to Act No. 248/1995 Coll.,, on Public Béne
Corporations (the Act is no longer in force; howevéhe existing public benefit
corporations are still operational under the Act).

These forms newly includastitutes (pursuant to the Civil Code) aratlucational legal
persons registered by the Ministry of Education, Youthda®ports and including church

schools in a considerable majority.

The areas in which NGOs operate and which are stggpander public budgets are

also defined in two ways — by the CZSO satellitecant and by the Main Areas of the State

Grant Policy with Respect to NGOs, which are angualetermined by the Czech

Government upon the proposal of the GCNGNPO andlwpertain only to the aid provided

by one of the public budgets, namely the state budg

NPIs (including NGOSs) are classified by the argaaativities according to the CZSO
based on the NPISH Service Classification by pueg@Z-COPNI§* as follows:

Housing
Health care
Recreation, sports and culture

Education

3 Working document for MONEYVAL of the Council of Eape “Satellite Account of Non-Profit
Organizations”, CZSO, April 2012.
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» Social care

* Religion

» Political parties, trade unions and professionghaizations
* Environmental protection

» Services not specified elsewhere

According to the Main Areas of the State Grant @olwith Respect to NGOs,
prepared by the GCNGNPO for 20¥@he areas are as follows:

» Physical education and sports

» Culture

* Environment and sustainable development
» Social services

» Foreign activities

» Ethnic minorities and ethnic groups

* Roma minority

» Health care and prevention

* Risk behavior

* Fight against corruption

* Antidrug policy

» Protection of consumers and lease relationships
* Education and human resources

* Children and youth

* Family policy

* Equal opportunities for men and women

* Other (unclassified)

As can be seen, both definitions blend togethecggixfor the category of political

parties, trade unions and professional organizatiemd religion, which are stated by the

32 Government Resolution No. 470 dated 15 June 2015.
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CZSO and which are not included in the set of NG@sthe purposes of the state policy

because they would considerably and unsuitablpditite policy.

Regardless of the differences between the defirstiohe CZSO satellite account is
the major and actually the only set of data avéelab the area of NGOs (except for selected
data collected by the GCNGNPO from the data of stilds and the central state
administration information systems concerning N@®@ding), and should be developed and
supplemented with other data that are importantd@aitor about this segment for the purpose
of information not only regarding the state of thational economy but also regarding

important social transformations.

Monitoring the data about non-profit organizatialoes not present a problem only in
terms of the above definitions but also in termstleé information which non-profit
organizations provide about themselves. Researshew that only a third of non-profit
organizations operate websites. Less than oneH@frNGOs publish their annual reports
online. Organizations are also often unable togretheir mission, i.e. the global purpose of

their existence. Instead, they enumerate the setypursued at the time.

What is interesting is that the difference in thensparency of small organizations
generally operating with no employees and the deacgrofessionalized organizations with
employees is relatively insignificant. The majorffetience is that professionalized
organizations have their own functional websiteoorgnthan 90 %) and publish annual
reports. As is shown in Table 11, other deficiescwhich are rather managerial failures, are

similar.

Table 11: Transparency and managerial professionaim of “larger” and “normal” non-

profit organizations

Aspect of transparency and professionalism “Largeri-profit “Normal” non-
organization (with | profit organizatiof
employees)
Functional website 94.1 % 29.0 %
Annual report available online 94.1 % 23.0%
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Existence of the mission and/or vision on the wiebsi 35.3% 48.6 %
Financial reports in the annual report 41.2 % 596.3
Stating the origin of resources (names of donators) 58.8 % 44.6 %
Transparent bank account 11.8 % 1.5%

Note: The surveys methodically drawn on the anslgéiwebsites, organizational documents
such as annual reports, statutes, financial repetts In general, information provided by the
organizations themselves.

! Survey conducted on a sample of 17 organizatidtisarurnover exceeding CZK 1 billion.
The survey also examined whether the findings ef ghevious study apply to larger
organizations as well. The sample was obtained fmomng organizations drawing on public
resources (Bachmann, 2015).

2 Survey conducted on a sample of 2,400 NGOs, aftwD0O0 were civic associations. The
sample was obtained by random selection from cdmplkgatabases of non-profit
organizations registered by state authorities (Baahn, 2012).

2.2. Development of the legislation relating to NGQaccording to the

individual legal types

The status legislation with respect to NGOs undatweany major changes after

1990, and it is thus necessary to describe not th@ycurrent legal situation concerning the
individual legal forms that are seen as NGOs orbtsis of the narrower interpretation of the
GCNGNPO. As has already been mentioned, thesed@divic associations / associations,
public benefit corporations, foundations and endewmfunds, purpose-built facilities of

churches and institutes (a new legal form estadatidhy the Civil Code). A special emphasis
is placed on the present, as the legislative enment is changing significantly after the
effective date of the Civil Code, and NGOs are gedl¢ adapting to it.

The Civil Code, which came into effect on 1 Janua®l4, generally governs the
position of private legal persons (which includenspoofit organizations); the positions of
associations (formerly civic associations), fourmiad and endowment funds and institutes
are governed specially. Simultaneously with theaive date of the Civil Code, the original
acts governing the positions of individual non-grajrganizations were abolished: Act
No. 83/1990 Coll., on the Association of CitizeAst No. 248/1995 Coll., on Public Benefit
Corporations, and Act No. 227/1997 Coll., on Fouiwtes and Endowment Funds. The NGO
transformation is governed by the transitional wsimns of the Civil Code, and NGOs have

a period of three years to adapt to the new lagatson.
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Act No. 304/2013 Coll.,, on Public Registers of Ledmtities and Individuals,
regulates the duties of individual non-profit orgaions. Since 1 January 2014, all NGOs
(except for registered — religious — legal perd9risave been entered in public registers kept
by register courts. Among other things, this chamgeant the change of the place of
registration for civic associations / associatiombich had been registered at the Ministry of
the Interior before then. As regards foundationsdosment funds and public benefit
corporations, this Act brought a change in thesteged data and the scope of documents
recorded in the Collection of Documenitdn terms of NGOs, the public register has become
the basic tool for the increase of transparencye@&@afly of associations, which are newly

registered with data that were not published before

In connection with the adoption of the Civil Codbe registration of NGOs in the
public register started to be paid as of 1 Janu0¥4. During December 2014, Act
No. 549/1991 Coll., on Court Fees, was amendeddardo exempt non-profit organizations
from fees. Due to a non-uniform interpretation lué fAct by the register courts upon the first
registration of an association, another amendnteAict No. 549/1991 Coll., on Court Fees,
was initiated (as part of the government bill amegdcertain acts in connection with the
effect of the recodification of private law), aimgito exempt non-profit organizations in the
matters of the public register, including the firsgistration. This amendment was published
in the Collection of Laws of the Czech Republidioril 2015 with effect from 1 May 2015.

2.2.1. Civic associations / associations (until ¥lecember 2013)

The exercise of the right to association was timaamy task of Act No. 83/1990 Coll.,
on the Association of Citizens, which enabled amsyeastablishment of membership

organizations — civic associations without any adstiative obstacles in 1990.

¥ Registered religious legal persons are enteratiénRegister kept by the Ministry of Culture of tBeech
Republic pursuant to Act No. 3/2002 Coll., on theeddom of Religious Expression and the Position of
Churches and Religious Societies.

34 Deverova, L.: Studie pro Koncepci politiky vladyidi nestatnim neziskovym organizacim do roku 2020,
tykajici vyvoje legislativy
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This legal form immediately became very poptland was (and is still) established
in numerous variants. In addition to their primgayrpose, civic associations / associations
have many other roles and functions. They carryvadbus publicly or mutually beneficial
activities® provide services to the public and even do busitiesthout profit). It is a legal
form which receives the most grants from the publitigets’ and associations are also

exempt from some taxes or have considerable taetsel

The easy establishment, simple dissolution and mahiduties imposed on their
management and accounting by the law — these weaetave characteristics for a mass use
of this legal form. However, the simplicity also chasignificant disadvantages: low
transparency, easy misuse and a low level of pioteof the persons entering into legal

relationships with civic associations.

Act No. 83/1990 Coll., on the Association of Citise was not amended in any
material aspect when it was in force, althoughaswriticized e.g. for the non-existence of
any public register. What became problematic was ititerpretation of the provisions of
Section 1(3) of the Act by the registering autho(inistry of the Interior), which contained
the statement that civic associations could notigeoservices. This interpretation affected in
particular civic associations providing social seeg. The Ministry of the Interior required
the cessation of activity (the conversion into almubenefit corporation) upon the change of
the statutes of civic associations. This requiregnehich proved to be unjustified, and the
related problems led to the preparation of Act 68/2013 Coll., on Changing the Legal Form
of Civic Associations into Public Benefit Corporats, and on Amending Act No. 248/1995
Coll., on Public Benefit Corporations and Amendiagd Supplementing Certain Acts, as
amended, which came into effect on 1 April 2013 andbled the transformation of civic

associations until the end of 20%3.

% Deverova, L.: Studie pro Koncepci politiky vladyidi nestatnim neziskovym organizacim do roku 2020,
tykajici vyvoje legislativy — 3,879 registered civic associations in 1999824 registered civic associations in
1996

3% Mutually beneficial civic associations may be siyngescribed as working for their members.

37 Source: Analyses of NGO funding from the publicbets.

% Deverova, L.: Studie pro Koncepci politiky vladyidi nestatnim neziskovym organizacim do roku 2020,
tykajici vyvoje legislativy
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2.2.2. Civic associations / associations (after arduary 2014)

According to the Civil Code, associations are cti@rézed as autonomous entities in
whose activities the state may intervene only witthie framework of the law and to the

extent necessary to protect the public interests.

With the effect of the Civil Code, the registeragic associations are considered
associations. Associations established as civiocestsons before 2014 may change their
legal form to social cooperatives or institutes,ichihis enabled by the relevant transitional

provisions of the Civil Cod&

Associations are entered in the public registerscbwrts, like other private legal
persons. Statutes of associations must be adaptéuetnew legislation by 31 December
2016. The fact that associations must be registerdtie public register kept by regional
courts considerably changes the situation in fafdheir greater transparency in relation to
the public.

The Civil Code describes associations as membecshjgorations and states that the
main activity of associations is the satisfactiom g@rotection of interests for the purpose of
which each association was founded by its menfefhe association as a membership
corporation operates by the will of its membersowéver, this does not mean that it cannot

provide services to the public if the associatias heen so designated.

The Civil Code deals with the membership mattersssfociations in much detét.
This is basically the greatest difference compai@dhe original legislation, where the
membership principle of civic associations was novered in detail; in fact, no great

importance was attached to it even in the realftyoperation of civic associations. The

39 Section 3045(1) of the Civil Code.
40 Section 217 of the Civil Code.
41 Sections 232 — 242 of the Civil Code.
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statutes of each association must govern the rights obligations of members of the

association; this is the basic prerequisite foras®ociation establishment.

A new association may be formed by agreement ofdhieders on the content of the
statutes or by resolution of the constitutive megtiThe association is established by its
incorporation in the association register. A speicigortance is attached to the meeting of

member&, which is the assembly of all members of the dasioo.

Associations may establish their branches whichtrbasincorporated in the public
register of associations. This legal form replates former organizational units of civic
associations — even this is much more transparetitel new legislation. The law expressly
states that the legal personality of a branch isvele from the primary association. The
transitional provisions of the Civil Code obligeethstatutory bodies of the primary
associations to enter the branches in the puldister within three years of the effective date

of this rule, otherwise each branch shall ceasist upon the lapse of this peridt.

A frequently mentioned issue is the issue of prymeard secondary activity. The Civil

Code explicitly states that associations may noediablished to do business or pursue other
profitable activities” However, they may pursue secondary economic #esvif such
activities serve to support the primary activity tr effectively use the assets of the
association. The law distinguishes between busiwbgsh associations may do as secondary
activities and other profitable activities. Any ptaesulting from secondary activities should
be used only for the activity which the associaponsues in its main activity for which it was
established and also for its administraffors part of the primary activity, the association

may perform a profitable activity only if two regements are met at the same time:

a) The profitable activity is a means to fulfill thauqpose for which the association was

established,

2 Sections 248 — 257 of the Civil Code.
43 Section 3045 of the Civil Code.

44 Section 217 of the Civil Code.

5 Section 217 of the Civil Code.
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b) The profitable activity does not reach such a lghak it could be seen as an activity

“comparable to business”, i.e. a continuous agtipitrsued in order to gain profft.

2.2.3. Foundations and endowment funds (until 31 @ember 2013)

The concentration of property for a certain pullibeneficial purpose through the
establishment of a foundatitirhas a very long history in the Czech Republic. Eesv, the
key year for modern foundations is 1948, whenladl ¢xisting foundations were gradually
abolished and their assets were nationalf?dthe second key year is 1990, when the first law

enabling their re-establishment was adopted.

The possibility of a re-establishment of foundasiowas brought about by the
amendment to the Commercial Code dated 89the law was very brief in the case of
foundations and allowed legal and natural persamsedtablish foundations (purpose-
established funds) that were not supposed to shevpurposes of earning. Legal persons of
this type were established by registration at distnational committees. After the
disestablishment of district authorities in 200&gional authorities took over the remaining
agenda of foundations and endowment funds — toddws regional authorities keep lists of
foundations which did not manage transformationenrtde new legislation of 1997 and were

not disestablishede iure

In more detail, foundations were covered by the raimeent to the Civil Code dated
1991>° which stipulated that foundations could be formedulfill a generally beneficial
purpose, and demonstrated areas which were segmasally beneficial.

In the years 1990 — 1997, more than 5,000 foundsitiwere established under this
vague legislation; these foundations mostly hagnoperty base but fulfilled their purpose by
pursuing their own activities, projects and prognas, like other legal forms of NGOs.

“5 Deverova, L.: Studie pro Koncepci politiky vladyidi nestatnim neziskovym organizacim do roku 2020,
tykajici vyvoje legislativy

*" The Civil Code uses the concept of foundationeecdibe a legal person which has a property baseh®
other hand, corporations are legal persons with neeship bases.

8 This happened with only one exception — the “N&dasefa, Marie a Zdenky Hlavkovych” Foundation.

9 Act No. 103/1990 Coll., amending the Commerciati€o

0 Act No. 509/1991, amending Act No. 40/1964 Catie Civil Code.
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A change, for most of the existing foundations astic one, was brought about by Act
No. 227/1997 Coll., on Foundations and EndowmemnidBu This legislation enabled the
establishment of two types of foundation entitiefoundations and endowment funds,
determined their property base and method of theaggament of such property (in the case of
foundations, the obligation to have assets in th@imum amount of CZK 500,000). The
primary activity was set out to be the provisionfmindation contributions, and the Act also
governed in detail the requirements for the legaioas of the founder, necessary for the

establishment of foundations and endowment funds.

Out of the original more than 5,000 foundationdy@bout 250 managed to perform
the transformation, mainly due to great difficudtien the establishment of the mandatory
foundation assets. Endowment funds also startda tiormed. The setting of clear rules of
the activities of foundations from which legal ¢es with property bases originated allowed
the state to commence, through the GCNGNPO arfkttsetariat, the allocation of the FIF to

the foundation assets of selected foundations.

Act No. 227/1997 Coll., on Foundations and Endowntamds, was once more and
more substantively amended at the initiative of B@NGNPO in 2016 The amendment
simplified the option of the implementation of owrojects and programmes without having
to include the costs of such activities in the gahexpenses of the foundation or endowment
fund. The journey towards freeing the possibiligesl thus skills of today already established
and experienced foundations and endowment funas] tes working in a very strict legal

regime, leads to the current legislation.

2.2.4. Foundations and endowment funds (after 1 Jaary 2014)

The Civil Code brings many conceptual (as well asminological) changes to
foundations and endowment funds, to which thesgientave to be adapted within three

years of the effective date of the Civil Code. T@&il Code divides the regulations

1 Act No. 158/2010 Coll., amending Act No. 227/1984dll., on Foundations and Endowment Funds.
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concerning foundations and endowment funds into fpasts, where the regulations
concerning endowment funds is characterized byeatgtegree of liberalization, as only the
main status issues and sub-specifics of this liegal are governed?

Foundations and endowment funds are included arewad persons formed by assets
allocated for a specific purposeThese legal persons have no owners and the amsets
administered by the foundation or endowment funpasgtely only under the law, their
foundation deeds or statutes.

This legislation lies at the other end of the inmagy line between restriction and
liberalization — while the original Act No. 227/1B%oll., on Foundations and Endowment
Funds, made the situation more restrictive for ttatrons and endowment funds beyond the

framework of similar European laws, the Civil Cadeery liberal in this respect.

One of the main differences between foundations endowment funds is the
temporariness of the purpose of endowment funds camyersely the permanence of the
purpose of foundations. Another major differencehis degree of possible disposal of the
assets owned by a foundation or endowment funthdrcase of a foundation, the foundation
principal must be handled with the same care thanposed by the aforementioned Act on
the administration of a third party’s property. e contrary, an endowment fund creates no
foundation principal or capital. Other differendedween these two legal forms then conform

to these distinctions.

The purpose, which is the key value of every fotiodaand endowment fund, may be
not only a publicly beneficial purpose but newlgala charitable purposéThe difference
between these types lies primarily in the groupedple whom the foundation or endowment

fund intends to support (typically family foundats).

2 Deverova, L.: Studie pro Koncepci politiky viadyidi nestatnim neziskovym organizacim do roku 2020,
tykajici vyvoje legislativy

%3 Section 303 of the Civil Code.

% Section 306 of the Civil Code.
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One of the major changes is the strengtheningeopdsition of the founder, who may
intervene in the activity of the foundation to tbetent defined in the memorandum of
association. This change broke through the priecgdl invariance of the memorandum of
association as stipulated in Act No. 227/1997 Colh Foundations and Endowment Funds.
In this context, we should also mention the tramsél provision of the Civil Code which
gives the founder the opportunity to adapt the &g legal actions to the modification of the
foundation deed within two years of the effectiaedof the Civil Cod& Nevertheless, this
option is not identical with the obligation of ea@gal person to adapt the memorandum of
association or statutes to the Civil CSfe.

Another not insignificant change is the omissionha so-called economy rule, which
foundations and endowment funds had to establidioheerve in accordance with the former
Act No. 227/1997 Coll., on Foundations and Endowntamds. The Civil Code is based in
this respect on the legal opinion that it is suéint for foundations and endowment funds to
account for the cost of their management separaiélg information on these costs must be
published in the public annual report and is subjecaudit by an auditor. This in itself

ensures a sufficient transparency of the foundatianagement.

The Civil Code enables foundations to pursue tlogin activities to fulfill their
purpose. It also newly allows foundations to doitess as a secondary activity provided that
the revenue (income) from such business may onlydeel to support the fulfillment of the

foundation’s purpose.

2.2.5. Public benefit corporations (until 31 Decendr 2013)

As of 1996, Act No. 248/1995 Coll.,, on Public Bah&lorporations, enabled the
establishment of a new type of legal persons. Buiinefit corporations are private legal

persons which are included among NGOs.

% Section 3049(2) of the Civil Code.
% Section 3041(2) of the Civil Code.
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The original intention was to draw up an act thaswsupposed to become an
“umbrella” act installing a NGO type which has noembership base, unlike civic
associations, or a purely property base, as isdbe with foundations and endowment funds.
The law aimed to create a private legal personithattransparent and generally beneficial
entity, providing various public services in publibeneficial areas and having law-imposed
duties (including the incorporation in the publegister). There was also the idea that under
this law, semi-budgetary organizations, establisibgdthe public administratidh and
providing services primarily in the social, medjcatlucational and cultural fields, would be

transformed under this law.

During the consideration at the Chamber of Deputiethe Parliament of the Czech
Republic, the bill was considerably changed. Itgpscwas narrowed and in the end it brought
only a new type of private legal person that waduithed in the collection of the other NGO
forms. Although the expectations associated with ldw were not met, a certain gap between
the NGO types was filled — it was the formationtioé¢ basis for the establishment of non-
profit companies which, using their property basel daauman potential, would provide
gualified and professionally well-treated serviaeghe public interest. There were also the
first debates to embed public benefit as the charatics of certain forms of legal persons.

In addition to the fact that before Act No. 248/29€oll., on Public Benefit
Corporations, came into effect, civic associatiaese considered the most beneficial legal
type of NGO for the implementation of numerous g&my and activities (including doing
business as a secondary activity), the respondbeoktate grant policy and of the grant
procedures of the local governments was slow beyexpectation. The state and its
administration responded with the possibility ofbyding grants also to public benefit
corporations only around 2002, when public benadifporations were, after seven years of

the effective date of the relevant law, includecoagithe entities that may ask for grarits!

" Semi-budgetary organizations are established dptiblic administration pursuant to Act No. 250/Q@Dll.,
on Budgetary Rules for Territorial Budgets.

%8 The discrepancy between Act No. 248/1995 Coll. tuedbudgetary rules of the Czech Republic was veaho
only upon the adoption of Act No. 219/2000 Colh,the Property of the Czech Republic and the reptasion
of the Czech Republic in legal relations.
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Only from that year, state grants were providedpfojects of public benefit corporations, but
always only from one state resource (it was they &GO form with this limitation) —
therefore, the funding of a service from more resesi was not possible. In the end, this
meant that this non-profit organization type hadcadweantages compared to civic associations,

and that was why the development of this NGO foras also very slow.

The relevant law was significantly amended only gnitirough Act No. 231/2010
Coll. at the initiative of the GCNGNPO. The GCNGNRad two reasons for preparing this
amendment — problems with some provisions of theiAd¢he application practice and the
anticipated Civil Code. The Civil Code abolishedt Alb. 248/1995 Coll., on Public Benefit
Corporations; however, the Civil Code allowed thpsélic benefit corporations which did
not use the possibility of transforming into thgdéform of an institute to continue to operate
under the abolished law. Therefore, it was necgsamldapt the law to the needs of the
existing public benefit corporations, as Act No.82#495 Coll., on Public Benefit

Corporations, cannot be amended after the effedtate of the Civil Code.

Amendment No. 231/2010 Coll. strengthened the iinghtpower and thus
competitiveness of public benefit corporationshe tarket of publicly beneficial services,
and also increased the protection of third-pamgits. Nevertheless, the basic distinctions of
public benefit corporations were retained or eveengthened — the obligation of public
benefit, a complete reinvestment of profit in theapgowse of the public benefit corporation,
submission to public control and a special rol¢hef administrative board as a “guardian” of

the publicly beneficial purpose of the company.

2.2.6. Public benefit corporations (after 1 Januar2014)

Act No. 248/1995 Coll., on Public Benefit Corpoaais, was abolished by the Civil
Code. After the Civil Code has come into effectblpubenefit corporations may remain in
the legal form of public benefit organizations, amduch a case they continue to be governed
by Act No. 248/1995 Coll., on Public Benefit Coratons, applicable as of 31 December
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2013, or these legal persons may (under the tianaitprovisions of the Civil Codd decide
for a transformation into an institute, foundatmnendowment fund. The legal relations not
governed by this Act are governed by the genergallations concerning legal persons in the
Civil Code.

2.2.7. Institutes

An institute is a new type of legal person whichynh@ established under the Civil
Code for the purpose of pursuing socially or ecoalty beneficial activities. It is
a combination of material base (property) and adgmuoomponent (human resources); in this,

institutes are closest to the current public bémefiporations.

The activities performed by institutes must be jded on a non-discriminatory basis
under previously determined conditions; howeveis dllowed to establish the characteristics
of the group of people to whom such services wdl grovided. An institute may pursue
a secondary activity in addition to its primaryiaity, which can be the operation of a plant
or other profitable activity. In a subsidiary walye provisions applicable to foundations apply
to institutes as well, with the exception of thepsions concerning the foundation deed and
foundation capitaf’

Institutes have only just started to form, so dhly future will show in what direction

this NGO form will travel.

2.2.8. Purpose-built facilities of churches

The history of Catholic charities and Evangelidalkcdnias, which are typical purpose-
built facilities of churches, established for chapurposes, dates back to the First Republic.
These organizations have a centuries-old tradamhexperience in the care of those in need.
By the adoption of Act No. 308/1991 Coll., on threédom of the Religious Faith and on the

%9 Section 3050 of the Civil Code.
 Deverova, L.: Studie pro Koncepci politiky vladyidi nestatnim neziskovym organizacim do roku 2020,
tykajici vyvoje legislativy
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Position of Churches and Religious Societies, dmscwere granted the possibility of
founding purpose-built facilitiéS that are included in the collection of NGOs, morgtl by

the GCNGNPO. This happened in the form of charitied diaconias. Charities have been
established and operated by the Roman Catholic dihwvhile diaconias have been

established and operated by various registereddgeliaal churches.

The aforementioned Act has been replaced by Act3®0D02 Coll., on the Freedom
of Religious Expression and the Position of Chusclamd Religious Societies, which
specified purpose-built facilities of churches a® out certain obligations for them which

were not included in the first act.

This Act characterizes purpose-built facilitiesabiurches as one of the types of the
registered religious legal peréérstablished to provide generally beneficial sawjd.e. not
only for the members of the founding church, ungeviously determined conditions which

are the same for all uséts.

A purpose-built facility of a church is establishggldecision of the competent church
body and by the deed of foundation issued by thaeder®* The competent church body files
a motion to register the facility in the registétegal persons to the competent state authority,
which is the Ministry of Cultur& This authority keeps three separate registersshwhave
the nature of public lists pursuant to the $awRegister of Churches and Religious Societies,
Register of Church Associations and Religious Smsegand Register of Legal Persons. The
Register of Legal Persons is publicly availabletiom website of the Ministry of Culture and

includes a collection of documents and statutgaigbose-built facilities.

®1 Section 6(1)h) of Act No. 308/1991 Coll., on thee€dom of the Religious Faith and on the Positibn o
Churches and Religious Societies

62 Sections 15a, 16a et seq. of Act No. 3/2002 Cai.the Freedom of Religious Expression and théiBoof
Churches and Religious Societies.

% The same definition of generally beneficial seegi@pplies to public benefit corporations.

% Sections 16(1), 16a et seq. of Act No. 3/2002.Coti the Freedom of Religious Expression and theitien

of Churches and Religious Societies.

8 Act No. 2/1969 Coll., the Competence Act.

% Section 17(2) of Act No. 3/2002 Coll., on the Rtem of Religious Expression and the Position of iChes
and Religious Societies.
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As a result of Act No. 561/2004 Coll., on Pre-Sdhd®asic, Secondary, Tertiary
Professional and Other Education (the Education), Aghich brought a new uniform legal
form — the educational legal person, purpose-tfadilities of churches (specifically church
schools) have been transformed into educational llegrsons, registered by the Ministry of
Education, Youth and Sports. Act No. 3/2002 Calh,the Freedom of Religious Expression
and the Position of Churches and Religious Soagtlees not impose any obligation to have
certain specific bodies of purpose-built facilities churches. It only stipulates that such
facilities must be established and named by thel @aédoundation or statutes, and a clear
procedure of their establishment and the mannevhich they act internally and externally
must be described. The usual statutory bodies gfgse-built facilities of churches are their
presidents and directors.

2.2.9. Public benefit status

Although the Civil Code, in Section 146 et seqfirdml the status of public benefit,
the issue of the definition and grasping of thecemt of “public benefit” has been discussed
for many years. The non-existence of any definibbthis category in the legislation used to
cause and still causes certain problems in thelfCereironment, e.g. too much emphasis on
the NGO form over the purpose and content of itwiag. NGOs worthy of state aid included
(and still include) only legal persons such as ccigssociation / association, foundation,
endowment fund, public benefit corporation, inggtand purpose-built facility of a church or
churches and religious societies, regardless othveinghe purpose and activities of the NGO

can be considered publicly beneficial.

At the initiative of the GCNGNPO, the substancawfact on the public benefit status
was prepared; in addition to a terminological wafion and shifting the emphasis to the
pursued activity (instead of the legal form), itsjextive was to achieve an effective and
transparent drawing on and using of the state huflgels, and the unification of the
conditions of the participation in the direct andirect advantages of legal persons, where the
main characteristics of a legal person with theliputenefit status consisted in a different
handling of profits and a distinctively transparbahavior, among other things. However, this
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attempt at embedding the public benefit status regdlating the conditions for gaining the

status in the Czech legislation ended at the lelvigitent in 2011.

An articulated bill on the public benefit statussyaresented only in 2013 following
the embedding of the general definition of publenéfit in the Civil Code. This bill brought
a change in the perception of the existing non#parfanizations, as the publicly beneficial
activity of each legal person was assessed acgptdithe nature of the activity, not the legal
form. One of the main objectives of the bill was tittempt at a greater transparency of the
legal persons which gain the public benefit statit) regard to the achievement of potential
tax benefits for such entities. This included faample the mandatory keeping of separate
accounts, the publication of certain accountingudoents, and the rules pertaining to the
administration of the legal persons in order tovpre the channeling of property away from
the legal person. The bill on the public benefiatss also included a demonstrative
enumeration of activities that may be seen as plyhtieneficial activities. The enumeration
was supposed to serve as a guide for the complegiole-making of courts in considering
whether an activity meets the requirements of pudinefit and whether it can be considered
an activity aimed at achieving the general benéfitfortunately, this bill on the public
benefit status was rejected by the Senate of thkaPe&nt of the Czech Republic on 12
September 2013, and given the dissolution of than@er of Deputies of the Parliament of
the Czech Republic, there was no opportunity teswtar the bill again.

Although no legal regulation was adopted with tffeat of the Civil Code with which
Section 147 reckons, with effect from 1 January4&0ie definition of a publicly beneficial
payer was embedded in Act No. 586/1992 Coll., @ohme Tax, where the publicly beneficial
payer is defined on the basis of the content ofattévity which it pursues. However, this
definition can only be used for the purposes ofittteme Tax Act.

Aiming to regulate the conditions under which aalegerson can gain the public
benefit status, the Ministry of Justice submittedtaer bill in the autumn of 2014, on the
requirements for the registration of the public dférnstatus in the public register under the
Civil Code (the Public Benefit Status Act). Thel hlas based on the bill rejected in 2013;
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after the comment procedure, however, materialegysthanges were made to the bill.
Among other things, the current version of the Aoes not contain any relation to potential
benefits; the explanatory report only states tlseiiaption that the connection of tax benefits
and the public benefit status may occur with effém 2016 at the earliest. The
demonstrative enumeration of publicly beneficialivaites has been replaced by a general
definition of the publicly beneficial activity pured “...gratuitously for the benefit of
a previously unspecified number of people... with dbbjective of achieving general benefit,
where the main function is not the generation affipt®’ And even if this bill also makes
certain higher requirements for legal persons whih public benefit status, there is not the
same degree of demands for transparency as waseckdyy the bill on the public benefit
status the legislative process of which was terteshan 2013. The bill submitted by the
Ministry of Justice has already been included m d@lgenda of the meeting of the Legislative
Council of the Czech Government for several tinieis, being finished and will probably be

presented to the Government in the summer of 2015.

The legislative environment is generally very cheatge and in some cases even not
so well-arranged. Naturally, the aforementioned are not the only regulations relating to
the non-profit sector. Other laws include Act N&72001 Coll., on Public Collections, Act
No. 198/2002 Coll., on Volunteer Service, the bifi the electronic records of sales, and
many other. The NGO situation is also directly etiéel by tax legislation, in particular Act
No. 586/1992 Coll., on Income Tax, which includeS®s among publicly beneficial payers,
except for foundations, which serve to support peofose to the founder or whose activities
are aimed at the support of people close to thedey and Act No. 235/2004 Coll., on Value
Added Tax, with a very complicated regime for tiyise of taxpayers.

2.3. Funding NGOs from public budgets and privatesources
NGOs are a special type of legal persons, alsermg of obtaining funds, which they

do not generate to a great extent but which thagiolor their projects. These funds are

mostly of project nature, i.e. they are linkedhe tmplementation of a specific project which

%7 See the bill - the Public Benefit Status Act amdamending Act No. 561/2004 Coll., on Pre-SchoalsiB,
Secondary, Tertiary Professional and Other Educdtlte Education Act), as amended.
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the donator decided to support. NGOs obtain thesdsf and other resources from various

sources, therefore we speak of multi-source NGdihg

Currently, NGOs obtain the following funds in vargsocombinations:

Public resources

» Direct resources
o Public budgets
= State budget (grants, public contracts)
= Regional budgets (grants, donations, public cotgjac
» Municipal budgets (grants, donations, public cartgh
= State funds (grants, public contracts)
o Foreign resources
= EU funds through the state budget (grants)
= EU community programmes
» Resources outside the EU (e.g. Financial Mechanigimthe
EEA and Norway, the Programme of Swiss-Czech Catioer)

* Indirect resources (tax reductions, exemptions efg.

Private resources

* NGOs'’ own resources

o0 Income from own activities
= Sales of product and services, including the leAseal estate
= Sponsoring

o0 Income from property
= Sale of real estate
= Bank interest
= Ownership interests in other entities

o Membership fees

* Resources from private persons
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o Donations from natural persons
o Corporate philanthropy
= Donations
= Services providegro bono
= Voluntary activities of corporate employees
Foundation contributions of foundations and endontiends

0

o0 Voluntary activities
o Public collections
0

Share in the revenue from lotteries and hazards(due exist any

2.3.1. Public resources

Direct resources

NGOs obtain grants and public contracts from thélipubudgets. The public
administration supports NGOs through grants for teasons: In particular, the state policy is
implemented through NGOs in areas in which the ision of such needs is more beneficial
and effective if such activities are pursued by NGBy supporting NGOs, the state also
expresses its support for the non-profit secta akole. These two tendencies cannot always
be distinguished and the grant policies of theestatministration usually include both. As
regards public contracts, there is a clear efforthe state to secure the necessary services
through NGOs. A certain degree of support of the-pfit sector can be spoken of in the
case of the so-called socially responsible pubfimcprement, where the bidders who for
example employ disabled citizens, i.e. mostly naofip organizations, are favored in

a certain way.

Given the fact that the data on the volumes ofipudaintracts, whose beneficiaries are
NGOs, do not exist in a comprehensive form, thivahg text on the national resources only

deals with grants.
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State budget

Grants are provided to NGOs from the state budgédéenuAct No. 218/2000 Coll., on
Budgetary Rules and Amendments to Some Related(fketsBudgetary Rules), as amended,

and under the law on the state budget for the gyean.

An important regulation governing the provision grints to NGOs at the level of
state authorities are the Principles, the currengion of which was approved by Government
Resolution No. 92 dated 1 February 2010, amendeddwernment Resolution No. 479 dated
19 June 2013 and Government Resolution No. 65t datugust 2014. The Principles are
a document the author and sponsor of which is tBIGNPO (its Secretariat). In different
forms, the Principles have existed since 280lhe Principles are a binding regulation for the
central bodies of the state administration pro\gdgnants to NGOs, and they unify the basic
principles of the grant provision to NGOs from thiate budget (the definition of grant
beneficiaries, the requirements for the grant mmiow decisions, possibilities of grant

cofunding, dates of the grant procedure etc.).

While the Principles govern the grant provisionpiocedural terms, the contentual
aspect is defined by another document, prepareth&®yGCNGNPO and approved by the
Government: Main Areas of the State Grant PolicthvRespect to NGOs always for the
following budgetary year. Their purpose is to defthe room of the state grant policy with
respect to NGOs and its specific filling with gragatogrammes under the competence of the
individual departments. The Main Areas of the Sttant Policy with Respect to NGOs for
the following budgetary year are prepared by theNGEBIPO Secretariat on the basis of the

documents from the grant-aiding departments and agoeement with them.

The last document dealing with the state grantcygds a linked whole is the Analysis.
This analytical document is annually submitted liy GCNGNPO to the Czech Government.
The Analysis contains data on all grants providedNGOs from the state budget and state

funds, and data on all grants from the budget®gional self-governing units. The Analysis

® The first Principles were approved by Governmesgdiution No. 114 dated 7 February 2001.
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includes grants provided to NGOs under the findrpaaticipation of the state budget and the
regional budgets in projects financed under Eurogaads. The Analysis is not involved in
the determination of directions or the frameworkhe state grant policy; it is rather a method
of control of the state grant policy for the prawsoyear. The Analysis has been submitted to
the Government since 1999. Thanks to that, the GG has had data on the development
of the state grant policy with respect to NGOs idr years. The Analysis is a unique
document that provides comprehensive analyticadrmétion about the grant support of
NGOs under the public budgets.

The following table shows the development of th&uree of grants for NGOs from
the state budget in the years 2006 — 2013.

Table 12: Development in the years 2006 — 2013

2006 2007 2008 2009 2010 2011 2012 2018
Volume of 5,570 6,600 6,311 5,603 5,767 5,741 6,680 7,011
grants®
Number of 4,506 5,505 8,794 8,038 7,620 8,403 8,825 7,196
grants
Number of 2,999 3,527 3,703 3,006 3,215 3,036 3,075 2,413
beneficiaries

Source: Analyses for the years 2006, 2007, 20089,22010, 2011, 2012, 2013.

Table 13: Year-over-year changes in the years 20862013

2007 2008 2009 2010 2011 2012 2013
2006 2007 2008 2009 2010 2011 2012
Volume of +18.5 % -4.4 % -11.2% +2.9% -0.4 % +16.0 % +5.0 %
grants
Number of +22.2 % +59.7 % -8.6 % 52% +10.3 % +5.0 % -28.5
grants
Number of +17.6 % +5.0 % -18.8 % +7.0 % -5.6 % +1.3 % -21.5™%
beneficiaries

Source: Analyses for the years 2006, 2007, 20089,22010, 2011, 2012, 2013.

As can be seen in Table 12, grants from the stadigdi are provided to about 3,000
NGOs annually. Given the fact that there are 0\@€,000 NGOs in the Czech Republic, this

% The grant volumes are stated in millions CZK.
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means that only 3 % of all NGOs are regularly aiftech the state budget, and the number of
beneficiaries shows a declining trend in the losgnt On the contrary, the volume of state
grants is increasing, in the overall volume as wasliwith the individual grants. It therefore

follows from the above that in the long term, stgtents are provided to fewer beneficiaries,

while the average amount of grant per beneficiatipcreasing.

In 2013, the total o€ZK 7,011,107,000nvas provided to NGOs from the state budget
in the form of grants. The following areas are mhest aided from the state budget: physical
education (45 % of the grant volume) and sociaieffand employment (35.4 % of the grant
volume). The shares of other areas are around 2%6- Zhis corresponds to the fact that
almost one-half of the grant volume was provideomfrthe budget of the Ministry of
Education, Youth and Sports (48.2 %). The secorgksd grant provider was the Ministry of

Labor and Social Affairs with 35.2 9% especially in the area of social services.

Regional budget$

From the regional budgets, grants are provided t&OB under Act
No. 250/2000 Coll., on Budgetary Rules for TerigabBudgets, as amended, and under Act
No. 129/2000 Coll., on Regions (Establishment ofjiBxes), as amended.

The provision of grants to NGOs falls within thecéb competence of regions, i.e.
there is no coordinating role of the state or tHteNGNPO (unlike the state grant policy).
There are differences between the individual regibat overall the structure of the grants
provided from the regional budgets correspondshto dtate level, i.e. physical education
again occupies the first place (33 % of the graslime), followed by social affairs and
employment (22 % of the grant volume) and culturd monument protection (15 % of the
grant volume). Almost 40 % of the volume of theioagl grants were paid from the budget
of Prague. OverallCZK 1,684,538,000was paid from the regional budgets and from the

0 Analysis for the year 2013.
" The City of Prague is a municipality and regiorttat same time. Given its size, we have includemty&e
among regions in this document.
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budget of Prague in the form of grants in 2013. #l©% of all NGOs are usually aided from
the regional budgets annually.

Table 14: Development in the years 2006 — 2013

2006 2007 2008 2009 2010 2011 2012 2013
Volume of 1,931° 1,135 1,483 1,578 1,419 1,612 1,528 1,685
grants’®
Number of 6,913 8,795 9,690 9,557 9,614 10,275 10,915 11,681
grants
Number of 4,123 5,305 6,114 5,951 6,239 6,488 6,702 6,258
beneficiaries

Source: Analyses for the years 2006, 2007, 20089,22010, 2011, 2012, 2013.

Table 15: Year-over-year changes in the years 20862013

2007 2008 2009 2010 2011 2012 2013
2006 2007 2008 2009 2010 2011 2012
Volume of -41.2 % +30.7 % +6.4 % -10.1 % +13.6 % -5.5% +10.6
grants
Number of +27.2 % +10.2 % -1.4% +0.6 % +6.7 9 +6.2 % +7.0 %
grants
Number of +28.7 % +15.2 % 2.7 % +4.8 % +4.0 9 +3.3% -6.6 %
beneficiaries

Source: Analyses for the years 2006, 2007, 20089,22010, 2011, 2012, 2013.

Municipal budgets

Grants are provided to NGOs from the municipal wisiginder Act No. 128/2000
Coll., on Municipalities (Establishment of Municlfiges), as amended, and under Act No.
250/2000 Coll., on Budgetary Rules for TerritorBaldgets, as amended. As it was the case
with regions, the state does not intervene in thientation of the individual grant

programmes in any way.

2 The grant volumes are stated in millions CZK.

3 The largest grant volume from the regional budget2006 was directed to ,Social affairs* (CZK 1131
million, 68 %), part of the funds constituted puspdied funds from the Ministry of Labor and Sodéfairs in
favor of NGOs. In the following years, these furdid not enter the regional budgets, the regionsetyer
administered them.
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Municipalities (excluding Prague) provided NGOshwitZK 3,263,485,000n 2013.

The most aided areas were “physical education’5(44), “culture and monument protection”

(19.5 %) and “social affairs and employment” (1803"*

Table 16: Development in the years 2007 — 20%3

2007 2008 2009 2010 2011 2012 2013

Volume of 3,165 3,731 2,672 2,579 2,727 2,889 3,264
grants’®
Source: Analyses for the years 2007, 2008, 20080,22011, 2012, 2013.
Table 17: Year-over-year changes in the years 20872013

2008 2009 2010 2011 2012 2013

2007 2008 2009 2010 2011 2012
Volume of +17.9 % -28.4 % -35% +5.7 % +5.9 % +12.99
grants

Source: Analyses for the years 2007, 2008, 20080,22011, 2012, 2013.

State funds

NGOs also draw grants from the state funds. Spadlyi there are the following
entities: the State Environmental Fund, the StatedFof Culture, the State Fund of
Cinematography’ the State Fund for Housing Development, the Staggicultural
Intervention Fund and the State Fund for Transpdrastructure. In general, it can be said
that the grant volumes provided to NGOs from thesels have a growing tendency in the
long term. In the years 2007 — 2013, there wasiamease by 156 % - see Tables 18 and 19.

" Analysis for the year 2013.

> Grants from the municipal budgets have been relgutaonitored in the Analyses only since 2007. Tlata
sources for the municipal budgets do not make #siibe to distinguish the individual grants andirthe
beneficiaries, which is why Tables 16 and 17 otdyesthe volumes.

® The grant volumes are stated in millions CZK.

" Formerly the State Fund for the Support and Deurakent of Czech Cinematography.
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Table 18: Development of the volume of grants proded to NGOs from the state funds

in the years 2007 — 2013 (in thousands CZf&®

2007 2008 2009 2010 2011 2012 2013
State 177,352 101,809 40,728 72,903 90,70y 47,118 29,8
Environmental
Fund
State Fund of 3,200 0 0 0 12,150 10,245
Culture
State Fund of 14,350 6,000 11,930 18,120 13,177 15,204 453
Cinematography
State Fund for 1,000 37,000 389 1,332 294 2,393
Housing
Development
State Agricultural 104,350 30,003 172,281 482,579 676,519 603,200 2128,
Intervention Fund
State Fund for 0 4,560 0 0 0 0
Transport
Infrastructure
Total 300,525 179,372 225,265 573,991 781,735 677,966 2835

Source: Analyses for the years 2007, 2008, 2009, 2011, 2012, 2013.

95

Table 19: Development of the volume of grants proded to NGOs from the state funds
in the years 2009 — 2013 by the field aided (in thbsands CZK)

Field

2009

2010

2011

2012

2013

Agriculture,
forestry and
fishery

15,536

46,762

82,867

64,337

108,511

Industrial and
other sectors
of economy

4,244

8,315

8,000

17,346

15,824

Education and
educational
services

12,443

19,752

9,930

4,283

Culture and
monument
protection

46,362

156,697

134,668

142,816

292,264

Housing,
communal
services and
regional
development

109,477

270,917

460,361

404,213

334,362

Environmental
protection

37,203

71,548

85,908

44,971

24,323

Total

225,265

573,991

781,735

677,966

775,283

Source: Analysis for the year 2013.

8 Grants from the state funds have been regularlyitmed in the Analyses only since 2007. The dataces
for the state funds do not make it possible toimtistish the individual grants and their benefi@ariwhich is
why Tables 18 and 19 only state the volumes.



Table 20: Year-over-year changes in the years 208672013

2008 2009 2010 2011 2012 2013

2007 2008 2009 2010 2011 2012
State -42.6 % -60.0 % +79.0 % +24.4 % -48.1 9% -36.6 %
Environmental
Fund
State Fund of -100 % 0% 0% 0% +100 % -15.7 %
Culture
State Fund of -58.2 % +98.8 % +51.9 % -27.3% +15.4 9 -70.2 %
Cinematography
State Fund for +3,600 % -99.1 % +19.3 % +242.4 % -77.99 +713.9 (%
Housing
Development
State Agricultural -711.2 % +474.2 % +180.1 % +40.2 % -10.8 9 +20.7 %
Intervention Fund
State Fund for +100 % -100 % 0% 0% 0% 0%
Transport
Infrastructure
Total -40.3 % +25.6 % +154.8 % +36.2 % -13.3 % +14.4 %

Source: Analyses for the years 2007, 2008, 20080,22011, 2012, 2013.

EU funds through the state budget

These funds, which are released through nationatatipnal programmes, or the
Rural Development Programme, are funds from thebktlyet; they do pass through the state
budget and are often pre-financed under the stadgdi but they cannot be considered state
budget grants. Their administration is governedthwy EU regulations. It is also for this
reason that these funds are relatively unattainaplmost NGOs and NGOs are generally not
among very successful applicants. Neverthelessetliends have several advantages for
successful applicants: the grants are often pravide several years, which allows NGOs to
plan in the long term, they are generally considlgraigher than national grants, they force
NGOs to be professional due to the strict admiaigtn requirements, and many a time they
put desirable pressure on NGOs to establish pahipes with business entities, local

government bodies etc.

The difficult acquisition and use of these fundswall as risks associated with these
funds, place great demands upon NGOs with insefiigpersonnel. That is why less than 2 %
of NGOs obtained aid from the European Funds imptbgramming period of 2007 — 2013. It
became apparent that a considerable help in tigrption capacity consisted in various tools

such as global grants and individual projects, sones administered outside the public
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administration (e.g. by the Civil Society Developrth&oundation). An interesting tool used
in the rural areas of the Czech Republic is the DER method, which supports the
partnership of the non-profit, public and privageters, and at the same time divides grants
into smaller projects at the local level. In theipe of 2014 — 2020, an increase in the volume
of grants for NGOs can be expected through thealleecCLLD, administered by local action
groups that belong among NGOs.

Resources outside the EU

In the Czech Republic, these include in partictter Financial Mechanisms of the
EEA / Norway (2004 — 2009), or the EEA Funds andvémian Funds (2009 — 2014), and
the Programme of Czech-Swiss Cooperation. Amongrothings, all these programmes
include separate funds, the so-called block gramtsnded solely for NGOs. These funds are
allocated by three foundations, which have becoaré @f the implementation structure on
the basis of a selection procedure — the Civil &gciDevelopment Foundation, the

Partnership Foundation and the Open Society Fuaguer

Under the EEA and Norwegian Funds, NGO activitreghe area of human rights,
endangered children and youth, social inclusiontaedcenvironment are supported.

The thematic focuses (and focus areas) of the Bnuge of Czech-Swiss Cooperation
are as follows: 1. Safety, stability and reform o (initiatives of regional development in
marginal or disadvantaged regions, disaster prewenand management, judicature
modernization, institution strengthening and theergithening of capacities in the fight
against corruption and organized crime), 2. Envitent and infrastructure (the restoration
and modernization of the basic infrastructure dmalimprovement of the environment, the
improvement of the environment), 3. Private sestgoport (better access to the funding of
small and medium enterprises, better regulatiothénfinancial sector), 4. Development of
human resources and social development (reseamthdewelopment, health), 5. Special
allocation (block grant, project preparation furlyiss programme management, Czech

technical assistance).
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Indirect resources

In addition to financial transfers, the state supdNGOs indirectly. Specifically,
there are various tax reductions and exemptioesided for the entities which have the legal
form of NGO. However, this approach is rather unfoate because it does not reflect the
activities of the entities, only their legal forlA new act was supposed to change this
unsatisfactory situation by defining the so-calflic benefit status, the holders of which
would have been entitled to various tax exemptiang advantages regardless of the legal
form. Unfortunately, the act has not been adoptd although the work on this legislation
commenced as early as 2008 (see Chapter 2.2.®)laldst attempt ended with the rejection
of the bill by the Senate of the Parliament of @eech Republic in the autumn of 2013.

Currently (the summer of 2015), the Governmem ithe process of considering another bill.

From among the tax regulations, Act No. 586/1998.Gan Income Tax, as amended,
has the greatest impact on NGOs. One of the latesndments to this Act was being
prepared with regard to the bill on the public bgrstatus. After the rejection of the bill by
the Senate (see above), the Ministry of Financetbadwork the amendment fast so that it
could come into force even without the act on tlblis benefit status. Thanks to this,
a unique concept of the so-called publicly benafipayer was introduced in the Income Tax
Act, which however has no links to any other legmgjulations and includes private entities
under the Civil Code as well as public entities emother legislation. The result was that the
process, which was supposed to make the entirersysbore transparent, was further
complicated.

The law defines the publicly beneficial payer gsager whose main activity does not
constitute business activity, in accordance with gayer’s founding legal action, status,
statutes, law or decision of a public authorityeTaw further defines entities which are not
public payers, such as foundations, which serveutaport people close to the founder or
whose activities are aimed at supporting peopleecto the founder. Therefore, all standard

NGOs except for such foundations are publicly berafpayers.
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In the case of publicly beneficial payers, tax does apply to revenues from non-
business activities provided that the expensedqcascurred under this Act in connection
with these activities are higher, or to grants,tebations, aids and similar funds from the
public budgets. On the contrary, income from adsig, membership fees, interest and rent
is always subject to tax. Publicly beneficial payerust keep their accounts so that income
subject to tax is reported separately from incohag ts not subject to tax or that is exempt
from tax. The same applies to the reporting of meree(costs). All the revenues of public

benefit corporations and institutes are subjetaxo

In the past, NGOs were also exempt from the gift tdowever, the gift tax was
abolished with effect from 1 January 2014 and tbeenues from gifts (now gratuitous
performance) are also governed by the Income Tax Roeerefore, gratuitous income of
publicly beneficial payers is exempt from tax ifist or will be used for the purposes of
science and education, research and developmelfitjrezueducation, the police, fire
protection, the support and protection of the ypthle protection and health of animals, for
social, medical and ecological purposes, for hutagan and charity purposes, for the
purposes of registered churches and religious esjephysical education and sports,
political parties and movements for their actigtidor the funding of the removal of the
consequences of natural disasters, or to incrémseapital. These exemptions do not apply
unless the payer exercises its right to them. Nost on the application / non-application
of exemption may be changed retroactively. No tpglias to gratuitous income going to
a public collection, used for humanitarian or ctyapurpose, or obtained from a public

collection.

The publicly beneficial payer may reduce the tagebby up to 30 % (by up to CZK
1,000,000) under the condition that the payer wslé such saved funds to cover the costs
(expenses) associated with activities the revenoi® fwhich is not subject to tax, in three
consecutive taxable periods at the latest. Pulditebt corporations and institutes must use
these funds in the following taxable period to aotlee costs (expenses) associated with the

pursued non-business activities. If 30 % of thauotidn amounts to less than CZK 300,000,

59



CZK 300,000 will be deducted from the tax base, mmtmore than the amount of the tax
base.

As regards donators, legal persons may deduct dhes \of gratuitous performances
from the tax base, provided for the purposes sigekih Section 20(8), up to the amount of 10
% of the tax base. This provision does not applyublicly beneficial payers. Natural persons

may deduct up to 15 % of the tax base in aggregate.

Act No. 235/2004 Coll., the VAT Act, as amendedplags to NGOs — VAT payers.
A VAT payer may only be a person obliged to pay. taxthe case of NGOs, these are legal
persons independently pursuing economic activitigdess Section 5a of the VAT Act
stipulates otherwise. A person obliged to pay saal$o a legal person which was not founded

or established for business purposes if such apgrsrsues economic activities.

A VAT payer under the law is a person obliged ty {#& based in the Czech Republic
whose sales for no more than 12 immediately pregedonsecutive calendar months exceed
CZK 1,000,000, with the exception of persons thdly @erform activities exempt from tax
without any entitlement to tax deduction. The VATtAnentions other cases where a person
obliged to pay tax becomes a VAT payer under the laast but not least, a NGO may

become a VAT payer voluntarily.

NGOs that are publicly beneficial payers with aroartax bas€ under the Income
Tax Act and that use motor vehicles for activitigBich are not subject to the corporate

income tax are exempt from the road tax pursuaActdNo. 16/1993 Coll., as amended.

" Publicly beneficial payers whose revenues arafisubject to tax.
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2.3.2. Private resources

NGOS' own resources

NGOs may have their own income from their primarysecondary activities. Income
from the primary activity may be achieved by pultienefit corporations and institutes
because they provide services that may be subjegayment; this probably applies to
foundations as well. Associations can also genanatame from primary activities, however,
under Section 217 of the Civil Code, business treofprofitable activity cannot be the
primary activity of any association. As regards gmgfit from business or other profitable

activity, it may only be used to support the prignactivity.

NGOs’ own resources may be divided into severalps’

* Revenue from the sale of services (e.g. social sareices, leisure activities, education
etc.)

* Revenue from the sale of products (e.g. protecteakstops, products of social
enterprises)

* Income from the public budgets under public corgrac

* Innominate situations (e.g. individual projects vehthe grant beneficiary is a region and
the NGO receives a portion of the funds under t@i® Procurement Act)

* Revenue from advertising (private corporation spang)

* Investment, participation in third-party businesgdept for public benefit corporations,
which are expressly prohibited by the law to p#gstte in third-party business; public
benefit corporations may thus only use savings @wasp investments in funds in the
financial market, bonds etc.)

* |ncome from the investment in real estate

A specific form of own resources consists in mersbgr fees, which however only

apply to associations if associations establishraegmnbership fees in their statutes.

80 Kamenicky, J.: Vlastni zdroje NNO a jejich vitbcna a podnikatelskdinnost, vyvoj, stav a trently
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A peculiar and fast-developing form of generatingnaresources is social business,
primarily promoted by NGOs. Numerous NGOs alreafdgrate social businesses, and their
successful operation helps them to fund their piynaetivities. However, the main problem
in this area is the non-existence of a definitidrsacial business shared by all the actors
(especially the public administration), which woudtiable a better embedding of social
business in the area of taxes, public contractsfetertain problem is also the fact that NGOs
may only do business as their secondary activitg, any income may not be used otherwise
than to fulfill the purpose of the given NGO. Tlsisould be resolved by the social business

act, which is being prepared.

Resources from private persons

Donations from natural persons

Donations from natural persons (individual donatjoare among the fund sources of
Czech NGOs which have a great development poterdmlless than 20 % of citizens
contribute to charity annually, and when they d® amounts are not lar§eDonations are
most often provided to help children, the poor #make affected by natural disasters, where
the Czech public responds very sensitively. Fundy toe provided as one-off sums or
continually, and NGOs naturally try to build netksrof permanent contributors so that
individual donations provide them with stable in@in the future. The trend of permanent
contributors came to the Czech Republic along witltinational NGOs such as Greenpeace
and UNICEF, but it is already established and dmial in the Czech Republic.

Little information is available concerning the wvola of individual donations.
A certain picture is indicated by the data of thmistry of Finance (data from the tax returns
of natural persons). The data naturally only agplyatural persons (i.e. persons who have
given repeated or large donations) who applieddgduction of the donation value from the
tax base, which is the only state tool to suppodividual donations. Natural persons can
deduct up to 15 % of the tax base in aggregate.edewy the achievement of this percentage

81 Kalousova, P.:Darcovstvi a filantropie firem a individuélnich dif'.
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by individual donators is exceptional and appayeripplies only to large and isolated

donations.

Table 21: Provided donations from the tax returns dnatural persons

Year Number of donators Donation value in CZK
2010 116,960 1,510,645,000
2011 121,216 1,466,342,000
2012 124,096 1,562,470,000
2015 135,000 1,500,000,000

Source: Kalousova, P.: “Darcovstvi a filantropiedm a individualnich darg'.

As is apparent from the data of the Ministry ofdfoe, the numbers of donators or the
donation volumes do not change much over the ydaesefore, individual donations develop

only slowly and need a stronger support.

Corporate philanthropy

Corporate philanthropy / donations are part ofdbgporate social responsibility. It is
an area which is undergoing a very dynamic deveégnit is not a mere provision of funds
for publicly beneficial purposes. Large companieséhalready established the positions of
CSR managers who devote themselves to corporatgidos as well as detailed programmes
in which they combine various approaches — monegdty, material gifts, reduced prices of
their services opro bonoservice$? lending their employees as experts to NGOs, enegloy
collections etc. More and more companies realize rthed for the so-called responsible
business, i.e. they are aware of their social nesipdity. However, this may mean
a reduction of the direct support for NGOs becadhsdrend of responsible business shifts the
corporate priorities for example towards corporate/ironmental policies, a responsible
relationship to suppliers and customers, a spdaoegtment of employees etc., while the

support of the non-profit sector is only a parthe responsible corporate strategy.

82 Estimate based on the prognosis of September 2014.
8 Highly qualified services, provided free of chargspecially legal, audit, tax counseling and miinke
services etc.).
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As regards donators, legal persons may deduct dhee \of gratuitous performances
provided for the purposes specified in Section 20§ to 10 % of the tax base, from the tax
base. Companies do not use this opportunity in Tille following table shows the data on the

corporate donation values in the Czech Republigeda@an the tax returns of legal persons:

Table 22: Provided donations from the tax returns blegal persons

Year Number of donators Donation value in CZK
2010 17,578 2,460,658,000
2011 17,766 2,644,567,000
2012 17,571 2,601,867,000
2013" 19,000 2,500,000,000

Source: Kalousov4, P.: “Darcovstvi a filantropiedim a individuélnich darg'.

As can be seen in Table 22, there are no matdraiges in the case of legal persons
either, in terms of the number of donators or tbaadion volumes. A suitable state policy

could contribute to development in this area.

Public collections

The income from public collections is a very impoitt NGO resource, and many
NGOs organize such public collections. It is a kiidionation provision by natural and legal
persons, subject to Act No. 117/2001 Coll., on RuBbllections and Amending Certain Acts
(the Public Collection Act). According to the Ad, public collection is the collection of
voluntary monetary contributions from a previousiyspecified group of contributors for
a previously determined publicly beneficial purposspecially humanitarian services and
charity, the development of education and spomtghe protection of cultural monuments,

traditions and the environment. Public collectiomsy only be organized by legal persons.

Public collections cannot be considered mere ssuoédunds — through donations,

the public expresses its trust in the given orgation and the will to participate in addressing

8 Estimate based on the prognosis of September 2014.
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issues related to the collection. In this respggblic collections are the manifestation of the

public involvement in public affairs.

Traditional public collections with the highest ptability include permanent
collections such as the Three Kings’ Money Collattithe S¥tluSka collection of the Czech
Radio Endowment Fund, the Help Children Collectionler the Civil Society Development
Foundation and othefs.

The Czech Donors Forum came up with the idea ohaovative project of donation
text messages as a form of public collection, wisch Czech specialty. The project is still in
progress today, in cooperation with mobile phoneragrs. The user sends a special text
message for CZK 30, of which CZK 28.50 goes toabeount of the selected NGO and the
rest covers the technical, organizational and doatohg aspects of the project, including
services for the NGO and the public. In this wayerdCZK 430 billion has been collected for
the benefit of various NGOs which apply for thejpob and meet the requirements set by the

Donors Forun?®

According to the data of the Central Register oblRuCollections, kept by the
Ministry of the Interior, 682 collections were orgzed in 2013 and 490 in 2014. From
among NGOs (collections may also be organized hgrdiegal persons), the most frequent
organizers of public collections are associationd public benefit corporations (65 % in
2013, 75 % in 2014). As of 31 December 2014, 68[Ecions were organized for indefinite

periods.

Foundation contributions by foundations and endowmet funds

NGOs may apply for contributions by foundations amdiowment funds within the
grant programmes of foundations and endowment fuRdsndations and endowment funds

have a greater freedom in making contracts forrdmrttons, compared to the public budget

8 Kalousova, P.:Darcovstvi a filantropie firem a individuélnich dif'.
8 http://www.darcovskasms.cz/o-nas/fd.html
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grants, and such contributions mostly cover tharaial needs of NGOs which cannot be

satisfied from other resources.

Given the fact that foundations and endowment fuar@sprivate entities, there is no
comprehensive source of data on the volumes optbeided contributions. The only data
source consists in the mandatory public annualrted foundations and endowment funds,
which however are indicative of individual entitiesly, and it is impossible to obtain general
data without a detailed research.

Nevertheless, there is publicly available inforroatiabout one specific foundation
group — i.e. foundations — beneficiaries of conttitns from the FIF. The FIF was
established in 1991 by Act No. 171/1991 Coll., loe Competence of the Bodies of the Czech
Republic in Matters of Transfer of State PropexyQther Persons and on the National
Property Fund of the Czech Republic, for the puegosf the support of foundations
designated by the Chamber of Deputies of the Paeld of the Czech Republic at the
proposal of the Government. For this Fund, the @awent allocated 1 % of the shares of the
second wave of the coupon privatization, which wgnadually sold. At the proposal of the
GCNGNPO, the obtained funds were distributed in $tamges in the years 1999 — 2006, to 73
foundations in the total amount QZK 2,419,742,000 Currently, 69 foundations use this
contribution because three foundations have retuinand one foundation is in liquidation.
According to contracts with the Ministry of Finan@arlier the National Property Fund of the
Czech Republic), the main duty of these foundatias to annually distribute the revenue
from the foundation assets, formed by the FIF douation, in the form of foundation
contributions, where the revenue corresponded3m0the average PRIBID. E.g. in 2012,
over CZK 33 million was distributed among NGOs in the form of contiidms from the
revenues from the FIF, where the sum which hacetdistributed according to the above rule
was only CZK 19 million. In 2012, these foundatiodistributed the total ofCZK 252
million from all the foundation assets (i.e. not only frahe revenues from the FIF
contribution). The GCNGNPO informed the Governmafrthe profit and loss of foundations
- beneficiaries of contributions from the FIF fra2001 to 2013. In 2013, the Ministry of

Finance with the consent of the GCNGNPO commenigegtocess of terminating contracts
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with foundations. The reasons were the new legisiafter 1 January 2014 (the Civil Code)

and the fact that the allocation of the FIF-catgdands was completed.

Voluntary activity / work

Voluntary activity / work is a specific case of avate NGO resource. A considerable
proportion of voluntary, i.e. unpaid work of voleets is one of the primary characteristics of
NGOs and mostly a requirement for their operatimiuntary activity / work is undoubtedly
a resource for the NGO because it creates econaahies, while the costs are low due to the
non-existence of wages and similar expenses. Valyractivity / work is often seen as
a resource also because some grant or foundatidgritagion providers recognize it as part of
the mandatory cofunding of the project for whick HGO wishes to obtain a grant. Chapter
1.3.2 deals with voluntary work in more detalil.

According to the CZSO NPI satellite account, vobams worked more than 44 million
hours in 2012, which means ow&ZK 5.5 billion .2’ Given the specifics of monitoring data
about volunteering by the CZSO, which have alrdaelyn discussed, this number is probably
even higher.

Share in the revenue from lotteries and hazard

In the past years, NGOs had the opportunity toioltands from statutory levies with
respect to lotteries and similar games, as theatqer of such games were obliged to
contribute certain portions to public purposes. eer, this duty was abolished as of
1 January 2012 by Act No. 458/2011 Coll., on AmagdActs in Connection with the
Establishment of One-Off Collection Point and othéhanges to Tax and Insurance
Legislation, and was replaced by a special levi wéispect to the operation of lotteries and
similar games, the revenue from which is dividedagithe state budget and the municipal
budgets. In theory, NGOs may obtain these fundsutiir applications for municipality or

8 Prouzova, Z.: Data a fakta o neziskovém sektord’R’. Converted using the salary median in the Czech
Republic for 2012, the value of which was CZK 126.3
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state aid, but there is no direct connection betvike lottery levies and the income of NGOs

any longer.

2.4. Cooperation between the state authorities amiiGOs and its

institutional security

The basic instrument for securing the formulatidrih@ state policy with respect to
NGOs is the GCNGNPO, which is one of the oldestismy bodies of the Czech

Government, established after 1989.

It was established by the Czech Government aeitsignent advisory, initiating and
coordinating body as early as 1992, and since thkeas been an organizational part of the
Czech Government. It is the only state authoriglidg solely with the issue of the non-profit
sector in general and interdepartmental contexe fuits management by a constitutional
actor, its composition, the manner of its orgamwatand the manner of its work, it is
a participatory body capable of fulfilling its role i.e. advise the Government in general
issues of the non-profit sector. In its work, iesighe principles of the Code of Conduct,
which is the European Recommendation of 2012 fer fthfillment of the principles of
partnership in the implementation of the fundsh&f tommon strategic framework — elements
of the European Code of Conduct for the organimatibpartner cooperation among different
levels of public authority and civil society.

The GCNGNPO was originally formed as the CoundailFoundations by Government
Resolution No. 428 dated 10 June 1992, on the kstafent of the Council for Foundations.
Its establishment in 1992 was motivated by therettodistribute the FIF (see above).

In 1998, it was transformed into the GCNGNPO thtouye expansion of its
competences to all NGOs (by Government Resolution223 dated 30 March 1998, on the
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Government Council for Non-Governmental Non-Pr@itganizations). Only this advisory

body succeeded in the complete allocation of tlreifrtwo stages, in the years 1998 — 2002.

At present, the GCNGNPO has the maximum of 32 mesnlddhese members form
two groups. First there are NGO experts (at leastlmlf according to the valid statute of the
GCNGNPO). These experts focus on a specific areaook of the GCNGNPO and at the
same time represent the non-profit sector andpitsians and attitudes. Then there are public
administration representatives. Specifically, thare Deputy Ministers of Finance, Culture,
Labor and Social Affairs, Regional Development,usitly and Trade, Education, Youth and
Sports, the Interior, Justice, Foreign Affairs, Hw®a Agriculture and Environment,
Government representatives for human rights (if oappd), representatives of the
Association of Regions of the Czech Republic amiegentatives of the Union of Towns and
Municipalities of the Czech Republic. The GCNGNPOalways headed by a Government
official. The Secretariat is based at the Officeled Czech Government and is currently an

organizational part of its Human Rights Section.

On the basis of its statute, approved by Governniggolution No. 630 dated
29 August 2012, as amended by Government ResoliNmn332 dated 5 May 2014, the
GCNGNPO collects, considers and presents to theef@owent, through its Chairman,
documents relating to NGOs and pertaining to tieatoon of a suitable environment for their
existence and activity. The GCNGNPO also has theving roles:

* Initiates and evaluates the conceptual and implémtien documents for Government
decisions, relating to the NGO support, and theslagve and political actions relating to
the conditions of their activity,

* Monitors, initiates and comments on the legislagiorerning the position and activity of
NGOs, comments on bills relating to NGOs,

* Initiates the cooperation among ministries, oth@miaistrative bodies and local
governments in the area of NGO support, includimg grant policy under the public

budgets,
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Monitors, analyzes and publishes information alibatposition of NGOs in the EU, the

involvement of the Czech Republic in the EU in terof NGOs, and related financial

resources, cooperates with ministries and otherrasirative bodies responsible for the

management of the EU funds in the Czech RepubktJifunds apply to the NGOs,

In cooperation with ministries, other administratiBodies, NGOs and other bodies and
institutions, it ensures the availability and paation of information about NGOs and the
state policy actions relating to NGOs; in particuld makes available and analyzes
information about grants from the public budgetsN&Os and about the process of their
release and use,

Participates in the actions of ministries and ot@dministrative bodies related to NGOs,
especially in the process of standardization oiviiets, assigning accreditations, and
categorization of NGO types,

Until 2013, it monitored and informed the Governmehthe use of FIF-category funds

that were allocated to the assets of selected ftiors by Resolutions of the Chamber of
Deputies of the Parliament of the Czech Republic M&/1999 and No. 1946/2001, and

of the distribution of their revenues on the basithe proposal of this advisory body.

The GCNGNPO has two permanent committees which apeefopics for the

GCNGNPO according to their focus. These are:

The Committee for the EU, which monitors and anedyimformation about the position
of NGOs within the EU, the involvement of the CzeéRépublic in the EU in terms of
NGOs, and related financial resources; it coopsratgth ministries and other
administrative bodies responsible for the manageénoérthe EU funds in the Czech
Republic if EU funds apply to the NGOs. Memberstlod Committee for the EU are
mainly representatives of those NGOs which dedi e issue of the EU, some members
of the Monitoring Committees of Operational Progna@s from among NGOs and other
NGO experts focusing on the issue of the EU,

The Committee for Legislation and Funding, whichogmses the preparation and
modification of legal regulations governing the itioa and activity of NGOs, monitors
and comments on the legal regulations governingptisition and activity of NGOs, and

initiates and assesses political actions relatinghe conditions of the NGO operation.
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Given the nature of the activity of the Committem Legislation and Funding, its
members are experts in the area of law, taxesndiahprocedures and accounting who
specialize in NGOs in their respective fields — thlee they are experts from among
NGOs, representatives of central state administtabodies or members of private

corporations.

In addition to the GCNGNPO, other work and advisbogdies of the Government,
organized based on a similar principle, cooperatk selected NGOs. NGO representatives
who are members of these advisory bodies are diséxian the fields with which these
advisory bodies are concerned.

At the level of the individual ministries, thereeanumerous ways in which the
departments communicate with NGOs that operatharfields within the competence of the
departments. Out of the many various forms of coatpen, we would like to mention NGO
representation in structures which deal with tregpemming, implementation and monitoring
of the use of the European Structural and Investrrends. In this case, the principle of
partnership is applied through a mandatory reptaten of NGOs in the Monitoring

Committees of Operational Programmes as well as gtftogramme structures.

We should note that at all levels of cooperatiorthef Government and the central
bodies, NGO networks and umbrellas, establishedN®Os to enforce and defend their

interests, are more and more prominent.

2.5. Conclusion

The manifestation of the state policy with resgecdNGOs as private entities consists
mainly in four areas in the organizational and adstiative activities of the state authorities.

The areas are as follows:

* Obtaining and making available “large” data on NGOs
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* Legislative regulation of these entities,
» System of cofunding of their activities (direct popt, such as grants, as well as indirect
support, such as tax reductions and benefits foDBIGr their donators) and

» Institutional securing of the initiation, implematibn and monitoring of this policy.

Two definitions of NGOs are used for the purposehef state policy — a narrower
definition by the GCNGNPO from the 1990s and a Bevalefinition used by the CZSO in

the collection of data in the NPI satellite accoditese two definitions largely overlap.

The legislative situation of NGOs (their status $avinas undergone major changes
from 1991, when the first post-revolution act osasation was adopted, to the effective date
of the Civil Code in 2014. It is also thanks togbdaws that there is a large and independent
non-profit sector in the Czech Republic. The C®dde and the related legislation are the
next generation of legislative modifications of N&@n the one hand, they increase their
freedom (e.g. easier opportunities to do busindas),on the other they also increase the
transparency of NGOs in relation to the public.(ilee public registers and the duties of
NGOs in this respect).

As regards the NGO funding, the state budget agtilisone of the major components
of multi-source funding of the projects and actestof a certain small segment of NGOs.
There is especially one state budget tool, i.entgral’he grant volume for NGO projects has
been slightly increasing for many years now (exdéepthe fluctuation in 2008), but the main
problems of this method of funding have not be@miahted — the main issue is the fact that
grants are provided for only one budgetary yearrédeer, grants are provided in the year in

which they are supposed to be used.

NGOs usually fund their projects from multiple soes. Private donations (from
natural as well as legal persons) definitely haoteptial for further development. Likewise,
the operations of NGOs are developing, through WNGOs are able to generate their own

income, sometimes even profits to co-finance themary activities.
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The GCNGNPO, one of the advisory bodies of the @uwent, is the main
institutional tool of the Czech Government withgest to the non-profit sector. It has a long
history and experience. It was established as drbeofirst advisory bodies of the Czech
Government as early as 1992 (as the Council fom&ations). The GCNGNPO has also
undergone numerous transformations that are piynatated to the development of the non-
profit sector, but also to its Chairman, who is @& a constitutional actor, and, last but not
least, to the will of the Government, which evafsatand approves the GCNGNPO’s

proposals.
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3.  State policy with respect to NGOs for the year2015 — 2020

3.1. Principles, bases and actions of the statagyoWith respect to NGOs

The main objective of this document is to define skate policy with respect to NGOs
in a key document approved by the Government, whith serve as the basis for the
development and monitoring of the conceptual astibiat may be applied by the state and its
authorities in favor of the sustainability (or demment) of NGOs and their roles in the
society. The draft also has its partial objectitlest are subordinated to the main objective.
The aim is to describe the situation regardingréiationship of the state and the non-profit
sector at present time, where there are many ckatige Civil Code, the EU programming
period of 2014 — 2020), and in the context of thelsnges propose actual actions of the state
ensuring a permanent sustainability of NGOs, ataliel of the GCNGNPO as well as at the

level of other central bodies of the state adnriatgin.

The document is planned for a period of six yeawvsy which the actions contained in
the draft should be fulfilled. The implementatiohtbe first actions is planned already for
2015, the other actions are planned for the pesfo2016 — 2020. The chosen medium-term
time horizon provides enough time to implement exadatively complex plans that require
a close and longer-term cooperation with the resibta departments. At the same time, the
period is sufficiently short so that it is possilite achieve certain practical goals within

a limited time period and in mutual context.

The document is based on the premise that the atatats authorities recognize the
positive benefits of the activities of NGOs for theciety and are ready to support these
activities, through which citizens influence puldiairs of their own initiative and contribute
to the public benefit. The state and its authaitee aware of the fact that many publicly
beneficial activities can be effectively performadinly or exclusively through the non-profit
sector, with costs lower than they would be if sachivities were performed by the state

authorities or local governments.
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The draft is conceived as follows: the most geneategories, i.efour basic
principles of the state policy are elaborated into thmsesof the policy, and these bases are
then elaborated intactions through which the bases (and thus principles) bellfulfilled.
Some of the actions overlap because they will leel &g fulfill multiple principles or bases of
the state policy. An explanatory commentary accangsaeach basis and all the actions that

seek to fulfill it.

A table is attached to the draft state policy, mmg a well-arranged and complete
overview of the principles, bases and actions. fBbe also indicates the bodies which will
fulfill the tasks and the documents through thasiews of which it is possible to implement
the actions. The structure of this third chaptesesbes the logical links between the state

policy principles, bases and actions that are comt@akeon.
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PrINCIPLE 1: THE CzeEcH GOVERNMENT SUPPORTS A PERMANENT
SUSTAINABILITY OF STRONG , VARIED AND INDEPENDENT NGOSs.

BAasis 1:

The Government sees the operation of NGOs in manyreas as irreplaceable and
perceives their activities not only as an equal paiof the system of services and activities
for citizens and communities but also as a legitima way in which citizens participate in

the public life of the society.

ACTIONS:

* Develop the dialogue between the Government and N@&@ugh the GCNGNPO.
Involve members of all forms of NGOs and all typE®&NGOs by their functions in the
work of the GCNGNPO and its committees.

* At the level of the GCNGNPO, continue creating masi platforms to discuss the non-
profit sector issues. With regard to quality outesof the discussion, strive for a broader
cooperation with academics who deal with the noofipsector in terms of science.

» Establish substitutable membership in the GCNGNRP2 &r members from among
NGOs and develop the procedures of seeking consamsludeliberation.

» Support of the establishment and existence of datnodNGO networks and umbrellas,
based on field-specific as well as multi-field prpies. At the level of the GCNGNPO
Chairman, prepare a grant title to support the oatwide multi-field networks as a
manifestation of the state support of the estabiesfit and activities of autonomous NGO

entities.

* Ensure the representation of NGOs in the structestablished by the Government and

its bodies to support the principle of a good goweent.
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Commentary:

In general, the state policy basis and the follgnagtions declare the respect of the
Government towards the civil society, which is casgd of active citizens and of which
NGOs are an important part. In the proposed actithese is the intention to involve these
public actors in the dialogue, mainly through NG@tworks and umbrellas, which are
established “from below” and which have been stileegng in the last few years. Many of
them are already important actors in certain fielstsme of them in multiple fields. The
cooperation of the state with networks and seleatatirellas should answer the long-term
problem which hinders this cooperation — state émtliave difficulties in recognizing entities
with which they should develop such cooperatiorabse such entities should be sufficiently
representative, ensure the awareness of other N@B@®bave their expertise.

Amending the GCNGNPO statute will achieve some owpments in the functioning
of this governmental advisory body with respecsti@ngthening its legitimacy towards the
non-profit sector. The new statute will include tip®ssibility of substitutability of
GCNGNPO members by NGOs, as is the case with reptasves of the state administration.
It will also supplement GCNGNPO members with NGOmbers so that the GCNGNPO
members include the NGO legal types as well asitloévidual NGO functions. The
GCNGNPO will also find a way to closely cooperatghwacademic experts and use their
knowledge about the non-profit sector. The GCNGNH#IDcontinue the practice of creating
various platforms and fora that will enable thereleimg for paths towards a consensus in

disputable issues.

At the level of the GCNGNPO, i.e. within the stret of the Government Council for
Human Rights of the Czech Republic, it has beempgsed to prepare a new grant title of
about CZK 3 million per year in order to aid unis@rumbrellas (there are approximately 10
such groupings) and their capacities, so that tteay play the role of cooperators of the

Government at the central level.
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The last action basically states that selected NGB®ugh their members, are
represented in all advisory bodies of the Goverrimgrich are conceived as participative,
and envisages that this principle will be presemestrengthened.

BASIS 2:

The Government sees important work not only in seice NGOs, which provide services
to citizens, and philanthropic NGOs, which financidly support other NGOs, but also in
advocacy NGOs, which strive for system changes infiérent areas of the public life, and

special-interest NGOs, which satisfy and protect thinterests of their members.

ACTIONS:

* In drafting governmental as well as departmentaligies, distinguish between the

individual NGO types, taking into account their ch@eristic attributes and functions.

* When choosing a NGO as a partner, verify its repnéstiveness or expert experience.

Commentary:

It is apparent that NGOs cannot be approachedresr®geneous whole in terms of
the state policy, given their quantity and vari@pilBasically, what is suggested is a solution
which consists in the combination of selected Idgains typical of NGOs (as the situation
has been so far) and in the distinction between Bl@€cording to their functions. Through
consultations with the academic sphere and forexgimples, we have arrived at four types of
NGOs in terms of their functions in the society.the first part of the proposal, these types
are described taking into account their usual légahs. It is obvious, and the document in all
its parts takes this into consideration, that irmte of the state policy, it is impossible to
approach for example special-interest NGOs, workimgy for their members, and
professional service NGOs, providing serviceshemgame way.

The second action also reflects these differeritése state authorities are looking for

a cooperator from among NGOs, they should enswaettte NGOs which apply for such
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cooperation are either sufficiently presentablg.(& the case of networks and umbrellas or
membership NGOs which rely on their members) oeHawwledge and experience based on

their long-term, professional and successful work.

BAsIs 3:

The Government respects the independence of NGOs arwill desist from the state
regulation of NGOs in cases where it is not boundybits obligation to protect the
legitimate interests and rights of citizens or wheg it does not aid NGOs from the state
budget.

ACTION:

* Monitoring and commenting on bills and policiestémms of ensuring the independence
of NGOs.

Commentary:

It is necessary to carefully and continuously coesthe degree of the state regulation
of the existence and activities of NGOs which ad pf the civil society. The basic reason is
that a free development of association of citizenene of the guarantees of a democratic

society and is guaranteed in the Charter of Fund&ahRights and Freedoms.

Nevertheless, even if the freedom of NGOs is rdaspecheir independence has
different degrees. State regulation is undesirahlethe case of NGOs (in particular
associations) which are established and operatenwttie limits of the relevant legislation, do
not aspire after aid from the public budgets, astunteer groups or work only for their
members. The situation is different for other lefgsims, on which the law imposes certain
obligations. And the situation is yet differenttime case of those NGOs which receive aid
from public resources, especially the state budgeteover, in the case of service NGOs it is
necessary to protect the clients who use the ssrvpcovided by these NGOs. With these
NGOs, state regulation and control is necessamyash as their public control is required.

Therefore, the degree of transparency of NGOs reifipect to the state and the public must
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be graded according to the way in which the padictNGO participates in the creation of the

public welfare and according to the extent to whiakses public funds.

The action proposal assumes the monitoring of hilld state policies with regard to
the aforementioned findings. This is already bgiegormed by the GCNGNPO and both its

committees.

BAsis 4:

The Government recognizes the importance of a suitée legislative embedding of NGOs
which constitute a special group of private entitis, and will ensure that this group as
well as its adequate comfort in the Czech law is k&n into account in the preparation of

the relevant legislation.

ACTIONS:

» Following the adoption of the act on the public &kn status, strive for adequate
advantages for legal persons with the status topmameate for the administrative burden

associated with the application for the status #relfulfillment of its conditions.

» If the act on the public benefit status is adoptahtinuously monitor its impacts and on

their basis, in perspective, consider the amendsnenthe act.

» Ensure a uniform interpretation of the Civil Codethe practice of the register courts.

Commentary:

The basis takes into account the NGOs which haugadmd on the journey towards
their professionalization and which of their ownllvatrive for a high standard of their
management, public control etc. In terms of theéespmlicy, these ambitions of NGOs are
closely related to the act on the public benefitus, which is undergoing the legislative
process, and aspires after becoming a “qualityl'laiiehe NGOs which will gain the status.

A certain degree of effort is related to the gagnand sustainment of the status, which will
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also find its reflection in the change of managetr@nthe relevant NGO etc. Since it is
desirable to achieve this change with a certaiugrof NGOs, it is advisable to link the
gaining of the public benefit status to specifiméi@s, such as tax reductions and the
exemption from some types of fees beyond the framnewvhich is currently enabled for all
NGOs on the basis of their legal forms. This i®alslated to the continuous monitoring of
the impacts of this act and, on this basis, itepial future amendment if the act proves to be
insufficient with respect to the application praeti

With regard to an adequate comfort and legal sgcofi NGOs, it is necessary to
strive for a uniform interpretation of the Civil @@ and related laws by the courts. The
interpretations and approaches of courts appediiffier in various processes, such as the
adaptation of NGOs to these laws, the incorporatdhe public registers etc.

BASIS 5:

The Government will strive for an easier availabilty of information and data which
NGOs need for their successful work. At the samertie, the Government will support
the collection of information and data about NGOs wiich are available to the public.

ACTIONS:

» Support the development of an NPI satellite accoonatintained by the CZSO, and the

expansion of the data monitored in the account.

» At the level of the GCNGNPO or one of its commnsttestablish a permanent work group
composed of representatives of institutions whicimiaister the state information
systems, where this work group will prepare a siggtto make available information and
data about NGOs and for NGOs.
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Commentary:

Although the situation is continuously improving, is not easy for the state
authorities, the professional public or those wise the services and activities of NGOs to

orientate themselves in the NGO environment.

The NGO transparency will undoubtedly be increasgd\ct No. 304/2013 Coll., on
Public Registers of Legal Entities and Individuas,amended. The fact that all private legal
persons (including associations) are incorporatedhese registers and submit mandatory
documents to public collections of documents wihsiderably improve the possibilities of
learning the basic information about all NGOs ie thext two years (when the three-year
period in which NGOs may adapt their foundationwtoents to the Civil Code has expired).
However, it is necessary to ensure that the caoriinuously monitor the fulfillment of these
obligations of NGOs with respect to the public stgis. Our experience indicates that many
NGOs of the legal types which had such obligatioei®re simply did not fulfill them without
any consequences. This applies especially to thardato submit the mandatory annual
reports and financial statements to the publicectitbn of documents, and other violations of

obligations with respect to the public registers.

As regards the “large” data about this segmenhefsociety, it is desirable to support
the maintenance of an NPI CZSO satellite accouat tollects data on NGOs (or NPIs)
according to the Eurostat methodology, and toatetinegotiations with its representatives
concerning the expansion of the structure of thaitaced data. A permanent work group will
serve this purpose; the group will be establishgdhe GCNGNPO (the Committee for
Funding and Legislation of the GCNGNPO) as the detigm of the task arising from this
proposal. Together with the CZSO representatividsereexperts will seek ways to improve
the predicative values of the monitored data.

BASIS 6:

The Government acknowledges that NGOs providing seices to the public are part of

the system of services, in addition to services primed by the state administration and
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local governments, and as such will have an equat@ess to the state budget aid. The
Government welcomes the professionalization of suddGOs and their efforts to achieve
transparency for the benefit of the users of theiservices.

ACTIONS:

* In the system of providing public services, engheeequality of NGOs and other legal

types of providers.

» Distinguish between NGOs which are special-inteegst work mainly for their members
and service, philanthropic, humanitarian, advocaayd some special-interest NGOs
which provide services to the general public orgenerally defined target groups of
which provide financial support for such activities

» Distinguish between NGOs where it is necessargdaoire professionalization and NGOs

where it is not.

* Monitor the compliance with the deadlines for thewvssion of grants from the state
budget so that NGOs obtain the allocated grantgheyend of the first quarter of the

respective year.

* Provide the possibility of funding strategic pamsidrom among NGOs over multiple
years in cases where it is necessary to ensure ¢betinuous financial support, through

agreements on long-term cooperation.

* Ensure that adequate funds for the so-called oeyagxpenses, especially for personnel
costs of the needed operational employees (accots)tnancial management etc.), form
an integral part of national grants or grants fralme European Social Fund.

» Ensure that the amounts of the imposed penaltiesrding to the budgetary rules are

adequate to the degree of offense against the baiggaiscipline.

* As part of the activities of the Committee for Iskggion and Funding of the GCNGNPO,
monitor and seek ways to suitably make informagioout the issue and the addressing of

the rules of state aid available to NGOs.
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Commentary:

Service and humanitarian NGOs are the providersasfy services in various areas of
the life of the society (see Chapter 2). The stméhorities “purchase” these services
especially in the form of grants that have thegcfic characteristics according to the Act on
Budgetary Rules. One of the characteristics whimmpicates a continuous funding of the
NGO services is the provision and settlement ofgifamts in one budgetary year. All NGOs
supported by the state budget know the situatioargtthey have to implement the project
which received the aid in the first quarter of thelgetary year (this being the better scenario,

as grants are sometimes provided much later), witaoy financial coverage.

Therefore, the proposed actions emphasize the fegecdompliance with the dates
determined in the Principles, i.e. the publicatioinselected projects by the end of the
preceding budgetary year, making the first paynwnihe grant by the end of March and
making the second payment of the grant by the éi@keptember of the respective budgetary
year.

The difficulties related to one budgetary year ihickh and for which the grant is
provided may be dealt with in various ways. Ong¢hefways is included in the Principles and
consists in the conclusion of agreements on long-teooperation with selected NGOs for
multiple years, where such NGOs become strategiangra of the department which entered
into the agreement. The Government has alreadyoap@rthe possibility of entering into
these agreements; now it is important that the sties try this method and modify it

according to their experience.

At the same time, it is proposed that the recodpdzaxpenses of state grants include
reasonable indirect costs of the project implemeiitiee administration of the funds provided
by the state requires a high-quality structure lid NGO management, a professional
performance of the supported services and acsyitigialified employees etc. In general,

indirect costs do not have to be supported in e of small grants, directed to purely
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volunteer NGOs. That is why it is necessary toinligtish between the types of these entities

in this area as well.

The last proposed action is to seek the solutiothhéassue of imposing penalties for
the breach of the budgetary discipline pursuantAtd No. 218/2000 Coll. This legal
regulation does allow the authority providing thrarg to distinguish between entirely formal
and minor errors and serious errors that requiesitiposition of penalties; however, the
departments providing grants do not use this posgim their decisions on grant provision
very often. In the end, this practice burdens thtesauthorities and frequently jeopardizes the

existence of useful NGOs.

BAsSIS 7:

The Government acknowledges the society-wide benefof social business and will

support its development.

ACTIONS:

* Ensure the legislative definition of social busees

» Support the expansion of the work of social buseego working with other target
groups in addition to the disabled and the sociabiydicapped.

* Monitor and measure the number and size of socialnesses and make this information
public.

» Create a social environment supporting social irat@mns in the environment of social

businesses.

Commentary:

Social business has been developing in the Czeglulile for many years. These

entities are not only cooperatives but also nunmefdGOs of various legal types. In the
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previous EU programming period, this specific type business was supported by the
Ministry of Labor and Social Affairs under its op&onal programme and by the City of
Prague. In the current EU programming period of42612020, this aid continues to be
reckoned with and is deepening. In addition, thaiMry of Industry and Trade reckons with
a certain support of social business as part ostipport for small and medium businesses in

its operational programme.

However, the definitions of social business usedobth departments differ. If this
type of responsible business is to be supportezugir the Public Procurement Act as well,
a uniform definition of social business is necegs@he relation of social business to the tax
legislation has not been possible so far, and gdlgat is hardly possible to speak of the
social business support unless the law clearlyndsfivhat social business is. In the next two
years, this situation is to be changed by the bdmiainess act, which is currently being

prepared by the Office of the Government of thedGZRepublic.
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PRINCIPLE 2: THE GOVERNMENT OF THE CZECH REPUBLIC WILL STRIVE FOR
AN EFFICIENT AND TRANSPARENT PROPOSING OF STATE POLICIES WITH
RESPECT TO NGOS INCLUDING LEGISLATIVE ACTIONS , FUNDING AND
INSTITUTIONAL SECURITY

BAsIs1:

In the preparation of the proposals of policies, ppgrammes and services that are related
to NGOs and their activities, the Government throudy its bodies will cooperate with

selected NGOs in the earliest stage possible.

ACTIONS:

* Develop a dialogue between the Government and N@&©@agh the GCNGNPO. Involve
members of all forms of NGOs and all types of N@@wording to their functions in the
work of the GCNGNPO and its committees.

 Create a work group of the GCNGNPO, composed ofesgmtatives of regional

authorities.

* Ensure the representation of NGOs in the structesablished by the Government and

its bodies to support the principle of a good gowveent.

Commentary:

The principles of a good administration includetparships and the cooperation with
special-interest groups of citizens in the develepimof policies relating to citizens. This
partnership already exists between the Governmahtsalected NGOs through the advisory
bodies of the Government which have been formedhey Government as participatory.
Representatives of selected NGOs may very effdgtivdluence the policies in areas for
which the respective advisory bodies have beerbksttad in more than ten such bodies
formed by the Government. Not only “citizen” membdaut also thematic committees and
work groups established by councils are involvetheawork of these governmental advisory
bodies; through such thematic committees and wookigs, other experts from the public
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sphere are involved in the formulation of stateiqgges$. In terms of the principle of a good

government, this practice needs to be preserveduatictr developed.

The GCNGNPO, which is an advisory body of the Goweent for the issues of the
non-profit sector, has established two permanemngittees that form various work groups.
In this way, about 80 experts from the non-praditter, the academic sphere and other areas
are currently involved in the work of the GCNGNR@evertheless, it has been proposed that
the GCNGNPO prepare an amendment to its statutthéoGovernment and include in the
members other experts from NGOs, especially fraaditional special-interest associations
that have not been represented in the GCNGNPO tlar fulfill the distinction between
NGOs in terms of functions, which is proposed iis tiocument. A permanent work group of
representatives of regional authorities who creaggonal policies with respect to NGOs and
a work group for statistics and NGO data publicatwill also be established. Both these

permanent work groups will be managed by the GCNGNE&mMmittees.

BAsis 2:

The Government will ensure that NGOs that will be &ed from the state budget are
supported in a reasonable and fair way in the aream which they help the state to fulfill
its tasks and objectives. The Government will alsmake sure that NGOs are indirectly

supported with a system of suitable tax reductions.

ACTIONS:

* In the system of the provision of public serviasure the equality of NGOs and other

legal types of providers.

* Following the adoption of the act on the public &k status, strive for adequate
advantages for legal persons with the status topmareate for the administrative burden

associated with the application for the status #relfulfillment of its conditions.
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Commentary:

This basis of the state policy complements Bagistée first Principle and its actions.
The basic idea of both bases is that services gedvby NGOs cannot be perceived only as
a supplement of state services; they should be asean integral and equal part of the
variable service offer for target groups. NGOs edpdly point to their disadvantageous
positions compared to semi-budgetary organizatestablished by local governments. Semi-
budgetary organizations do not have to strive aiftelti-source funding because they have the
guarantee of year-on-year contributions providedhsyr authorities beyond the framework
of state grants. NGOs which provide the same sesvio not have this guarantee, which

prevents them from planning and developing thevises.

The second action pertains to the situation follmMhe effective date of the act on
the public benefit status that is being prepardte @ct does not contain any benefits giving
preferential treatment to NGOs which decide fornsmarency, high-quality publicly
beneficial services and activities and control iy public compared to those NGOs which do
not make such a decision. As it is desirable friwa perspective of the state that service,
advocacy, philanthropic (and a part of specialsggd NGOs have the will to gain the status,
it is necessary to support the gaining and sustamrthereof with certain benefits. These
could be slight income tax reductions beyond tlaengfwork of the existing legislation and

the exemption from some fees.

BAsis 3:

The Government will strive to achieve that the prepration and application of laws and
policies do not increase (or that the preparation iad application of laws and policies
even reduce) the administrative burden in the casef NGOs, especially in the case of

special-interest membership NGOs in the form of asgiations.

ACTIONS:

» Distinguish between NGOs which are special-inteagst work mainly for their members

and service, philanthropic, advocacy and some gpaaierest NGOs which provide
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services to the general public or to generally dedi target groups of which provide

financial support for such activities.

» Distinguish between NGOs where it is necessargdaire professionalization and NGOs

where it is not.

Commentary:

As has already been said, it is not advisable poageh an extensive number of NGOs
as a compact mass and classify NGOs only accotditggal forms. This statement applies
specially to associations in their numbers andtgragaability. In state policies, and not only
grant policies, it is necessary to distinguish lestw associations working only for a small
number of members and large associations with dopémembers and public services or
associations doing business as a secondary actitvity obvious that volunteer associations
orientated at their members or some activities idex ad hoc do not need to have
professional managements or accredited activiNesertheless, they are of great importance
because they are often tools through which citizieraonstrate their interest and participate

in the community development.

It is a long-term, continuous task of the entirgetadministration in the formulation

of its strategies, legislation and grant programmes

BAsIs 4.

The Government will ensure in the grant policies ofcentral bodies that they include
reasonable and relevant indirect costs of NGOs, ihading the costs associated with the

involvement of volunteers, in the eligible projectosts.

ACTION:

» Ensure that adequate funds for the so-called opegagxpenses, especially for personnel
costs of the needed operational employees (accotsmtinancial management etc.), form

an integral part of national grants or grants fraime European Social Fund.
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Commentary:

It is important that in the case of state budgetsai well as the ESIF aid, i.e. where the
state requires a professional administration of ddecated funds, the grant includes the
support of the beneficiary’s indirect costs. These not only costs associated with the
implementation of the supported project (for examible salaries of the project employees,
the rent of the building in which the project isplemented etc.); it is also necessary to aid the
costs associated with the administration of theviged funds and the administration of the
beneficiary’'s company. Typically, these are persbnonosts for the director of the
organization, the economist and the accountantcdisés of the NGO headquarters, energy
etc. Aid may be granted on the basis of the prdjadget which will include such items or in

a reasonable percentage from the awarded grant.

BASIS 5:

The Government will ensure that the topics, espedig in the area of enforcing equality
and non-discrimination, brought by the NGO activities, are identified and used by the

central bodies in the formulation of changes of theelevant state policies.

ACTIONS:

» Systemically support the NGO networking and codeenath field-specific networks and
umbrellas or with resource centers from among NG@sjng long-term experience and

expert knowledge, at the level of the Governmedttla@ individual ministries.

* Ensure the representation of NGOs in the structestablished by the Government and

its bodies to support the principle of a good goweent.

Commentary:

This is a long-term task of the importance of whibk state administration should
always be aware. NGOs, in particular service antbeaty NGOs, are important actors in
enforcing equality and non-discrimination. Numeragions of this kind, developed and

pilot-tested by NGOs, have already been adoptethbystate administration as permanent
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actions of the state policy (for example assistaachers, pre-primary education, certain

actions in foster care, ways of humanitarian aad) et

As NGOs have innovative topics and test them iir fhi@jects, it is efficient for this
reason that departments pursue a systematic cdigpevath the relevant field-specific NGO
umbrellas and networks that are focused on theeotisp areas and can inspire the state

administration with their stimuli.

BASIS 6:

As part of ensuring multi-source funding, the Govenment will support a higher

availability of financial resources for NGOs from the European funds.

ACTION:

* Support an increase in the absorption capacitytfe ESIF support in the programming
period of 2014 — 2020 from less than 2 % to attlde of registered NGOs.

Commentary:

In the EU programming period of 2007 — 2013, ldsntl % of registered NGOs
drew aid from the ESIF (a share in the ESIF drawohgnly 1.8 %), while up to 4 % of
registered NGOs could draw this aid (i.e. NGOs whian obtain grants from the public
budgets).

This is a long-term task which in terms of time iespthe presented draft state policy.
The EU programming period of 2014 — 2020 was begingpared with a more massive
participation of the GCNGNPO, especially its Contegtfor the EU, and representatives
from NGOs. In the programme structures of the iidial operational programmes, there are
currently about 30 NGO representatives who caru@mite the individual calls to a certain
extent. An increase in the number of aid benefiesairom among NGOs may also be brought

about by a uniform methodological system, throudpictv the ESIF aid will be administered.
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There are certain possibilities in preliminary n@giions with the Ministry of
Regional Development concerning the support ofviiets of some NGO umbrellas in the
field of the ESIF implementation, and in the demsi of the Ministry of Labor and Social
Affairs to create a call under the Operational Paogne Employment to support the

capacities of social service providers from amozQs.

The GCNGNPO will monitor and analyze the progresthe implementation and the
success rate of the applicants for the ESIF amltyin its Committee for the EU.
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PRINCIPLE 3: THE GOVERNMENT OF THE CZECH REPUBLIC WILL SUPPORT
VOLUNTEERING AND DONATIONS AS A MANIFESTATION OF PA RTICIPATION OF
CITIZENS IN PUBLIC AFFAIRS

BAsIs1:

The Government recognizes the importance of volun&ing in the Czech society as
a manifestation of participation of citizens in pubic affairs and an integral part of the

operation of NGOs. It will support the developmentof volunteering through sensible
and targeted actions.

ACTIONS:

* Finish the volunteering act that is being preparadd that covers the entire area of
volunteering through social recognition, and thogbly ensure the necessary and

tolerable degree of state regulation in this area.

* Value voluntary activity as a non-financial perfante according to a uniformly
recognized methodology and establish the inclusiothis non-financial performance in
the co-financing of the projects aided by the shatdget.

* Include volunteering that is a visible part of teeonomic production in the standard

economic indicators.

* Prepare the concept of the development of voluimgen the Czech Republic with an
accent on ensuring regional and field-specific #aility of volunteering in the form of

volunteer centers and ensure at least a two-yeanitial support of such centers.

Commentary:

The Ministry of the Interior is preparing a voluetang act with a deadline by the end
of 2015. In a new way, the act will govern volumieg as a broad area of participation of
citizens in public affairs and the community deysie@nt. Although this area is very sensitive

to state regulation, the act is being preparedderto support its development. The act will
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also bring a way to value voluntary work with resp® its inclusion in the co-financing of

state grants.

It is also advisable to prepare a concept of theeldpment of volunteering with an
accent on ensuring regional and field-specific labéity of volunteering in the form of
volunteer centers and ensure their financial suppaiunteer centers play a major role of
“resource centers” in the development of institodilized volunteering because they are “non-
profit agencies” promoting volunteering, expande@mples of good practice, mediating the
knowledge and experience of voluntary activitythe public, and assisting in the search for

and preparation of new volunteers from among cisze

The only data on volunteering and its national ecoic benefits are collected by the
CZSO. It seems to be desirable to expand the ¢olfeof such information to better illustrate
the reality of the benefit of volunteering for thational economy.

BASIS 2:

The Government is aware of the importance of privag donations and philanthropy in
favor of NGOs as an important factor in the area ofcohesion and solidarity in the
society, and will continue supporting such donatios through sensible actions. It will
charge the GCNGNPO as its advisory body with the mparation of an action proposal

for this support.

ACTIONS:

» Support the development of financial as well as-fmencial corporate donations,
although in this direction the state’s options diraited to a considerable extent, e.g. in
changing the social climate so that volunteeringl @he general support of the civil

society are common, socially valued and state-supg@aivic activities.

» Support the development of volunteering and indaidionations through formal as well

as non-formal education of children and the youth.
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* Prepare an analysis of the possibility of dedudifmom the tax on the income of natural

persons who make contracts to support specific N@@satedly for at least 5 years.

Commentary:

Corporate and individual donations form a majort p&r multi-source funding of
services and activities of NGOs (see Chapter 2ndilons of this type are carried out in
private relationships between the donators anddtmees. The only legislation in this area
regulates public collections that are a manifestatf both types of donations in a special
regime. Donations as contractual relationships eetwboth parties are regulated by the state
through tax reductions, specifically the possit@itof deductions from the tax base in the
amount of 15 % for natural persons and 10 % foallggersons. It appears that this state
support, which should serve as a motivation fordéeelopment of both types of donations, is

not used very much and has no influence on theeldpment (see Chapter 2).

That is why the above actions have been propodealfifist action is supposed to lead
to a non-financial valuation of donators — suchuatibns are organized for example by the
Quality Council of the Czech Republic (the MinistriyIndustry and Trade) and some NGOs
(e.g. Business for Society — Forum of Responsilden@anies); however, in both cases it is
the valuation of legal persons. The state valuatibmdividual donations and volunteering
has not been established yet. It would be suitiléhe political representation of the Czech
Republic to repeatedly and adequately give itsiopimn the usefulness of the involvement
of citizens in this area (e.g. Czech citizens fame of the most sensitive societies in Europe
when it comes to flood victims in the Czech Rep)blThe GCNGNPO will try and prepare

a method of such a valuation.

Donations and volunteering as citizens’ virtuesudtide presented in various forms to
children and the youth as part of school educafldms is considered by the proposal of the

second action.

The last action, which will require preparation amegotiations of the GCNGNPO

with the Ministry of Finance, consists in an anaysf the possibility of deductions of parts
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of donations from the tax on the income of natpeasons who make contracts with selected
NGOs and undertake to repeatedly contribute ceamiaunts for a period of five years. This
action would mean a lot for the development of vidiial donations and would undoubtedly

be less burdening for the state and more benefmidlGOs than areal tax assignations.
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PRINCIPLE 4: THE GOVERNMENT OF THE CZECH REPUBLIC WILL SUPPORT
THE DEVELOPMENT OF EFFECTIVE AND PURPOSEFUL PARTNER SHIPS AND
COOPERATION WITH NGOs

BAsIs1:

The Government will cooperate with NGOs especiallyhrough their field-specific and
universal networks and umbrellas at the level of tb Government as well as at the level
of individual bodies of the state administration, povided that these networks and
umbrellas show their representativeness with suffient membership bases. The
Government will charge GCNGNPO as its advisory bodywith the preparation of the

rules and criteria of such cooperation.

ACTIONS:

* Support NGO networks and umbrellas being estaldisba a universal (all-field)

principle. At the level of the Chairman of the GAN®D, ensure a grant title to support
nation-wide universal networks and umbrellas of NG@® a manifestation of the support

of the state for the establishment and activitiesetf-governing NGO entities.

Introduce the possibility of establishment of graties for selected field-specific NGO
networks and umbrellas that would ensure their Istatperation as partners of the

relevant ministries.

Introduce grant titles and the establishment ofgld@rm agreements between ministries
and selected field-specific NGO networks and unidsehat would allow the stability of
partnerships and cooperation in the horizon of 3 years.

In the selection of NGO networks and umbrellas azrtners, verify their

representativeness and expert experience.

99



Commentary:

It has already been said that in many areas the atdhorities need either continuous
or ad hocpartners from among NGOs, and it is very diffidolt them to know with whom to
establish and maintain such cooperation. Accordmgour findings, the level of NGO
networks and umbrellas is increasing in the figldesfic as well as universal associations of
NGOs (see Chapter 1).

Therefore, the actions have been conceived salibaGCNGNPO first prepares the
rules for the selection of NGO networks and umhbeefior cooperation (in order to ensure
representativeness). It is also proposed that tlapats enter into agreements on long-term
cooperation with their partners (see the Princ)plest the same time, small and
supplementary grant titles should be created ugdatt procedures, through which ministries
would support the NGO umbrellas selected for coatpmn, so that they can fulfill their role.
These two actions may ensure quality cooperatidwdsn the state authorities and NGOs,

based on mutual responsibility and written rightd abligations.

BAsis 2:

The Government will strive after giving timely notifications through the central bodies
of the state administration to partner NGO networks and umbrellas concerning the
possibility of getting involved with their commentsin bills and policy proposals. So far

as is reasonably practicable, the Government willresure the handling these comments.

ACTION:

* Include contractual partners from among the sele@dield-specific and universal NGO
networks and umbrellas in the comment places dhpaministries in the preparation of

bills and policies which relate to them.
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Commentary:

This basis and its action are logically linkedhe previous text and develop it. If such
cooperation is to be useful, it should be organieedtinuously and in terms of partnership,

and commenting on the bills and strategies shoelthé main way to use the cooperation.

BAsIs 3:

The Government intends to cooperate in particular wth NGOs which represent,
support and provide services to underrepresented odisadvantaged persons or which
protect, enforce and promote the legitimate interes and rights of such persons. It will
take into account their opinions including the evalation of impacts in the proposing and

implementation of state policies, programmes and séces.

ACTION:

* The work and advisory bodies of the Governmengrgitheir participatory role, will
systemically ensure the acquisition and expansibnexamples of good practice
established by service and advocacy NGOs whictesgmt, support and provide services
to underrepresented or disadvantaged persons oclwpiotect, enforce and promote the

legitimate interests and rights of such persons.

Commentary:

The basis and its action especially emphasize dopearation of the state authorities
and advocacy NGOs, operating in the area of hunigimst This cooperation is now
organized under some advisory bodies of the Govemirnwhere these organizations are
represented. However, the state authorities dooffet any grant titles for these advocacy
organizations (with exceptions under the Officetttd Government of the Czech Republic,
and isolated grants of other departments — e.g. :\Nfégfhting against corruption). It seems to
be suitable to formulate a state policy with respecthis NGO segment, including the
funding of some projects implemented by advocacyONG
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3.2. Conclusion

Chapter 3 contains the draft state policy with eesgo NGOs for the years 2015 —
2020. This draft follows from the previous two arivhich capture the development and

situation in the non-profit sector and the statiécpes in this area after 1990.

The draft is logically divided into the principled the state policy with respect to
NGOs, which are elaborated into bases and theetklspecific actions through which it is
possible to achieve the fulfilment of the selecpethciples. Each of the proposed actions is
commented on in order to emphasize its logical imkhe selected principles. The actions are
planned in a time horizon which corresponds tortheguirement for further preparation and
cooperation with other bodies of the state adnraiisn.
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Principles, bases, actions and tools of the statelgy with respect to NGOs for the years 2015 — 202

Principles of the state policy
The Czech Government supports a
permanent sustainability of strong,
varied and independent NGOs

Bases of the state policy
The Government sees the operation o
NGOs in many areas as irreplaceable

Actions of the state policy
f Develop the dialogue between the
Government and NGOs through the

and perceives their activities not only asGCNGNPO. Involve members of all

an equal part of the system of services

and activities for citizens and
communities but also as a legitimate
way in which citizens participate in the
public life of the society

forms of NGOs and all types of NGOs
by their functions in the work of the
GCNGNPO and its committees

Tools of the state policy
Tool: Statute of the GCNGNPO (chang
in the number of members of the
GCNGNPO).
Who: GCNGNPO.

je

non-profit sector issues. With regard tq
quality outcomes of the discussion,
strive for a broader cooperation with
academics who deal with the non-prof
sector in terms of science

At the level of the GCNGNPO, continugTool: Work of work groups and
creating various platforms to discuss the&eommittees, organizing seminars and

conferences concerning the current
topics, selected by the committees.
Who: GCNGNPO.

t

Establish substitutable membership in
the GCNGNPO also for members from
among NGOs and develop the
procedures of seeking consensus and
deliberation

Tool: Statute of the GCNGNPO.
Who: GCNGNPO.

Support of the establishment and
existence of democratic NGO network
and umbrellas, based on field-specific
well as multi-field principles. At the
level of the GCNGNPO Chairman,
prepare a grant title to support the
nation-wide multi-field networks as a
manifestation of the state support of th
establishment and activities of
autonomous NGO entities

Tool: Principles, Main Ared5, a new

5 grant title of the Office of the

a&overnment of the Czech Republic.
Who: GCNGNPO, Office of the
Government of the Czech Republic.

D

Ensure the representation of NGOs in
the structures established by the
Government and its bodies to support

Tool: Statutes of work and advisory
bodies of the Government.

Who: Work and advisory bodies of the

8 Main Areas of the State Grant Policy with RespediGOs for the respective budgetary year.

105



Principles of the state policy

Bases of the state policy

Actions of the state policy
the principle of a good government

Tools of the state policy
Government.

The Government sees important work
not only in service NGOs, which
provide services to citizens, and
philanthropic NGOs, which financially
support other NGOs, but also in

In drafting governmental as well as
departmental policies, distinguish
between the individual NGO types,
taking into account their characteristic
attributes and functions

Tool: Grant policies of ministries,
strategic and conceptual documents o
ministries.

Who: Supporting ministries.

advocacy NGOs, which strive for
system changes in different areas of tk
public life, and special-interest NGOs,
which satisfy and protect the interests
their members

When choosing a NGO as a partner,
everify its representativeness or expert
experience

of

Tool: Criteria for the selection of partng
NGOs.
Who: GCNGNPO.

The Government respects the
independence of NGOs and will desist
from the state regulation of NGOs in
cases where it is not bound by its
obligation to protect the legitimate
interests and rights of citizens or wher
it does not aid NGOs from the state
budget

Monitoring and commenting on bills
and policies in terms of ensuring the
independence of NGOs

1%

Tool: Work of the GCNGNPO
committees and comment procedures.
Who: GCNGNPO and its committees.

The Government recognizes the
importance of a suitable legislative
embedding of NGOs which constitute
special group of private entities, and W
ensure that this group as well as its
adequate comfort in the Czech law is
taken into account in the preparation g
the relevant legislation

Following the adoption of the act on th

public benefit status, strive for adequa

a advantages for legal persons with the

ilstatus to compensate for the
administrative burden associated with
the application for the status and the

f fulfillment of its conditions

eTool: Monitoring the impacts of the act
eon the public benefit status in the
application practice.

Who: GCNGNPO, Ministry of Justice.

If the act on the public benefit status ig
adopted, continuously monitor its
impacts and on their basis, in

perspective, consider the amendments
the act

Tool: Monitoring the application
practice of the act on the public benefi
status.

¥Who: GCNGNPO and its Committee
for Legislation and Funding.

Ensure a uniform interpretation of the
Civil Code in the practice of the registe
courts

Tool: Agreement with the Ministry of
rdustice.

Who: GCNGNPO, Ministry of Justice,
register courts.

The Government will strive for an easi
availability of information and data

pISupport the development of an NPI
satellite account, maintained by the

Tool: CZSO Methodology.
Who: GCNGNPO, CZSO.

which NGOs need for their successful

CZSO0, and the expansion of the data
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Principles of the state policy

Bases of the state policy

work. At the same time, the Governme

will support the collection of
information and data about NGOs whi
are available to the public

Actions of the state policy
ninonitored in the account

Tools of the state policy

thits committees, establish a permanent

of institutions which administer the sta
information systems, where this work
group will prepare a strategy to make
available information and data about
NGOs and for NGOs

At the level of the GCNGNPO or one af Tool: Appointment of members of the

esf the GCNGNPO.
eéWho: GCNGNPO.

work group composed of representativ

permanent work group by the Chairmg

The Government acknowledges that
NGOs providing services to the public
are part of the system of services, in
addition to services provided by the st:
administration and local governments,
and as such will have an equal access
the state budget aid. The Government
welcomes the professionalization of
such NGOs and their efforts to achieve
transparency for the benefit of the use
of their services

In the system of providing public
services, ensure the equality of NGOs
and other legal types of providers

Tool: Principles, grant policies of
ministries.
Who: Supporting ministries.

atBistinguish between NGOs which are
special-interest and work mainly for
tiheir members and service,
philanthropic, humanitarian, advocacy
and some special-interest NGOs whicl
2 provide services to the general public
4o generally defined target groups of
which provide financial support for suc
activities

pr

h

Tool: Principles, grant policies of
ministries.

Who: Supporting ministries,
GCNGNPO.

Distinguish between NGOs where it is
necessary to require professionalizatig
and NGOs where it is not

nministries.

Tool: Principles, grant policies of

Who: Supporting ministries,
GCNGNPO.

Monitor the compliance with the
deadlines for the provision of grants
from the state budget so that NGOs
obtain the allocated grants by the end
the first quarter of the respective year

of

Tool: Principles, grant practice.
Who: GCNGNPO, Supreme Audit
Office, supporting ministries.

Provide the possibility of funding
strategic partners from among NGOs
over multiple years in cases where it is
necessary to ensure their continuous
financial support, through agreements
long-term cooperation

on

Tool: Principles, grant policies of
ministries.

Who: GCNGNPO, supporting
ministries.

Ensure that adequate funds for the so

called operating expenses, especially

fowho: GCNGNPO, Ministry of Finance,

Tool: Principles, act on budgetary rule
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Principles of the state policy

Bases of the state policy

Actions of the state policy
personnel costs of the needed
operational employees (accountants,
financial management etc.), form an

integral part of national grants or grants

from the European Social Fund

Tools of the state policy
supporting ministries.

Ensure that the amounts of the imposedrool: Act on budgetary rules, Principle

penalties according to the budgetary
rules are adequate to the degree of
offense against the budgetary disciplin

decisions to provide grants.
Who: GCNGNPO, Ministry of Finance,
esupporting ministries.

4

As part of the activities of the
Committee for Legislation and Funding
of the GCNGNPO, monitor and seek
ways to suitably make information abo
the issue and the addressing of the rul
of state aid available to NGOs

Tool: Work plan for the second half of
2015 and the year 2016.
Who: Committee for Legislation and
uFunding of the GCNGNPO.
es

The Government acknowledges the
society-wide benefit of social business
and will support its development

Ensure the legislative definition of soci
business

allool: Social Business Act.

Who: Human Rights Section of the
Office of the Government of the Czech
Republic.

Support the expansion of the work of
social businesses to working with othe
target groups in addition to the disable
and the socially handicapped

Tool: Social Business Act.
r Who: Human Rights Section of the
dOffice of the Government of the Czech
Republic.

Monitor and measure the number and
size of social businesses and make th
information public

Tool: Social Business Act.

sWho: Human Rights Section of the
Office of the Government of the Czech
Republic.

Create a social environment supportin
social innovations in the environment ¢
social businesses

g Tool: Promotion of the idea of social
nfbusiness.

Who: GCNGNPO, Agency for Social
Inclusion of the Office of the
Government of the Czech Republic,
Ministry of Industry and Trade, Ministry

of Labor and Social Affairs.
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Principles of the state policy
The Government of the Czech
Republic will strive for an efficient
and transparent proposing of state
policies with respect to NGOs
including legislative actions, funding
and institutional security

Bases of the state policy
In the preparation of the proposals of

Actions of the state policy
Develop a dialogue between the

policies, programmes and services that Government and NGOs through the
are related to NGOs and their activities, GCNGNPO. Involve members of all

the Government through its bodies wil
cooperate with selected NGOs in the
earliest stage possible

forms of NGOs and all types of NGOs
according to their functions in the work
of the GCNGNPO and its committees

Tools of the state policy

in the number of members of the
GCNGNPO).
Who: GCNGNPO.

Tool: Statute of the GCNGNPO (change

authorities

Create a work group of the GCNGNPQ,Tool: Appointment of members of the
composed of representatives of regionapermanent work group by the Chairmg

of the GCNGNPO.
Who: GCNGNPO.

Ensure the representation of NGOs in
the structures established by the
Government and its bodies to support
the principle of a good government

Tool: Statutes of work and advisory
bodies of the Government.

Who: Work and advisory bodies of the
Government.

The Government will ensure that NGOslIn the system of the provision of publig

that will be aided from the state budge
are supported in a reasonable and fair|

[ services, ensure the equality of NGOs
and other legal types of providers

Tool: Principles, grant policies of
ministries.
Who: Supporting ministries.

way in the areas in which they help the Following the adoption of the act on th

state to fulfill its tasks and objectives.
The Government will also make sure
that NGOs are indirectly supported wit
a system of suitable tax reductions

public benefit status, strive for adequa
advantages for legal persons with the
hstatus to compensate for the
administrative burden associated with
the application for the status and the
fulfillment of its conditions

eTool: Monitoring the impacts of the act
eon the public benefit status.
Who: GCNGNPO, Ministry of Justice.

The Government will strive to achieve
that the preparation and application of
laws and policies do not increase (or t
the preparation and application of laws
and policies even reduce) the
administrative burden in the case of
NGOs, especially in the case of specig
interest membership NGOs in the form
of associations

Distinguish between NGOs which are
special-interest and work mainly for
hdheir members and service,
philanthropic, advocacy and some
special-interest NGOs which provide
services to the general public or to

I generally defined target groups of whig
provide financial support for such
activities

Tool: Principles, grant policies of
ministries.

Who: Supporting ministries,
GCNGNPO.

Distinguish between NGOs where it is
necessary to require professionalizatig
and NGOs where it is not

Tool: Monitoring the preparation of bill

Who: GCNGNPO and its committees.

The Government will ensure in the gra
policies of central bodies that they

nEnsure that adequate funds for the so-
called operating expenses, especially

Tool: Principles, act on budgetary rule

nand state policies, comment procedures.

fowho: GCNGNPO, Ministry of Finance,

109



Principles of the state policy

Bases of the state policy
include reasonable and relevant indire
costs of NGOs, including the costs
associated with the involvement of
volunteers, in the eligible project costs

Actions of the state policy
cpersonnel costs of the needed
operational employees (accountants,
financial management etc.), form an

from the European Social Fund

integral part of national grants or grant

Tools of the state policy
supporting ministries.

2]

The Government will ensure that the
topics, especially in the area of
enforcing equality and non-
discrimination, brought by the NGO

activities, are identified and used by thehaving long-term experience and expertWho: GCNGNPO, ministries.

central bodies in the formulation of
changes of the relevant state policies

Systemically support the NGO
networking and cooperate with field-
specific networks and umbrellas or wit
resource centers from among NGOs,

knowledge, at the level of the
Government and the individual
ministries

Tool: Criteria for the selection of partng
NGOs, state policies in the individual

hsections of activities of the state
administration.

Ensure the representation of NGOs in
the structures established by the
Government and its bodies to support
the principle of a good government

Tool: Statutes of work and advisory
bodies of the Government.

Who: Work and advisory bodies of the
Government.

As part of ensuring multi-source

Support an increase in the absorption

funding, the Government will support a capacity for the ESIF support in the

higher availability of financial resource
for NGOs from the European funds

sprogramming period of 2014 — 2020
from less than 2 % to at least 4 % of
registered NGOs

Tool: Monitoring the ESIF
implementation and participation in its
evaluation in the programming period
2014 - 2020.

Who: GCNGNPO and its Committee
for the EU, managing authorities of
operational programmes.

The Government of the Czech
Republic will support volunteering
and donations as a manifestation of
participation of citizens in public
affairs

The Government recognizes the
importance of volunteering in the Czeg
society as a manifestation of
participation of citizens in public affairg
and an integral part of the operation of
NGOs. It will support the development
of volunteering through sensible and
targeted actions

Finish the volunteering act that is bein
hprepared and that covers the entire arg

of volunteering through social

recognition, and thoroughly ensure the

regulation in this area

necessary and tolerable degree of state

y Tool: A new volunteering act.
2aVho: Ministry of the Interior.
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Principles of the state policy

Bases of the state policy

Actions of the state policy
Value voluntary activity as a non-
financial performance according to a
uniformly recognized methodology andg
establish the inclusion of this non-
financial performance in the co-
financing of the projects aided by the
state budget

Tools of the state policy
Tool: Volunteering act, Principles.
Who: Ministry of the Interior,
GCNGNPO, supporting ministries.

of the economic production in the
standard economic indicators

Include volunteering that is a visible parfool: CZSO Methodology.

Who: CZSO, GCNGNPO.

Prepare the concept of the developme
of volunteering in the Czech Republic

in the form of volunteer centers and
ensure at least a two-year financial
support of such centers

with an accent on ensuring regional andwho: Ministry of the Interior,
field-specific availability of volunteering GCNGNPO.

nTool: Methodology and grant policy in
the section of volunteering.

The Government is aware of the
importance of private donations and
philanthropy in favor of NGOs as an
important factor in the area of cohesio
and solidarity in the society, and will
continue supporting such donations
through sensible actions. It will charge
the GCNGNPO as its advisory body
with the preparation of an action
proposal for this support

well as non-financial corporate
donations, although in this direction th
n state’s options are limited to a
considerable extent, e.g. in changing t
social climate so that volunteering and
the general support of the civil society
are common, socially valued and state
supported civic activities

Support the development of financial dsTool: Czech Government Resolution.

Who: GCNGNPO.

1%

Support the development of
volunteering and individual donations
through formal as well as non-formal
education of children and the youth

Tool: School educational programmes
Who: Ministry of Education, Youth and
Sports.

Prepare an analysis of the possibility g
deductions from the tax on the income
of natural persons who make contracts
to support specific NGOs repeatedly fq
at least 5 years

f Tool: Amendment to the Income Tax
Act.
5 Who: Ministry of Finance.

=

The Government of the Czech
Republic will support the
development of effective and

The Government will cooperate with
NGOs especially through their field-
specific and universal networks and

Support NGO networks and umbrellas
being established on a universal (all-
field) principle. At the level of the

Tool: Principles, grant guidelines of the
Office of the Government of the Czech
Republic.
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Principles of the state policy
purposeful partnerships and
cooperation with NGOs

Bases of the state policy
umbrellas at the level of the Governme
as well as at the level of individual
bodies of the state administration,
provided that these networks and
umbrellas show their representativene
with sufficient membership bases. The
Government will charge GCNGNPO a:
its advisory body with the preparation
the rules and criteria of such cooperati

Actions of the state policy
2rChairman of the GCNGNPO, ensure a
grant title to support nation-wide
universal networks and umbrellas of
NGOs as a manifestation of the suppo
sof the state for the establishment and
activities of self-governing NGO entitie

Tools of the state policy
Who: Human Rights Section of the
Office of the Government of the Czech
Republic.
rt

S

5 Introduce the possibility of

biestablishment of grant titles for selectg

ofield-specific NGO networks and
umbrellas that would ensure their stab
operation as partners of the relevant
ministries

Tool: Principles.
dwho: GCNGNPO.

e

Introduce grant titles and the
establishment of long-term agreement
between ministries and selected field-
specific NGO networks and umbrellas
that would allow the stability of
partnerships and cooperation in the
horizon of 3 — 5 years

Tool: Principles, grant policies of
5 ministries.

Who: GCNGNPO, supporting
ministries.

In the selection of NGO networks and
umbrellas as partners, verify their
representativeness and expert experie

Tool: Criteria for the selection of partng
NGOs.
né¢ho: GCNGNPO.

The Government will strive after giving
timely notifications through the central
bodies of the state administration to
partner NGO networks and umbrellas
concerning the possibility of getting
involved with their comments in bills
and policy proposals. So far as is
reasonably practicable, the Governme
will ensure the handling these comme

Include contractual partners from amo
the selected field-specific and universg
NGO networks and umbrellas in the
comment places of partner ministries i
the preparation of bills and policies
which relate to them

nt
nts

ngool: Comment procedures.
lWho: Ministries, GCNGNPO.

The Government intends to cooperate
particular with NGOs which represent,
support and provide services to
underrepresented or disadvantaged
persons or which protect, enforce and
promote the legitimate interests and

iThe work and advisory bodies of the
Government, given their participatory
role, will systemically ensure the
acquisition and expansion of examples

and advocacy NGOs which represent,

of good practice established by service

Tool: Statutes of work and advisory
bodies of the Government.

Who: Work and advisory bodies of the
Government.

D

rights of such persons. It will take into

support and provide services to
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Principles of the state policy Bases of the state policy Actions of the state policy Tools of the state policy
account their opinions including the underrepresented or disadvantaged
evaluation of impacts in the proposing| persons or which protect, enforce and
and implementation of state policies, | promote the legitimate interests and
programmes and services rights of such persons
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