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Living in Prague?
Staying for

a couple of years?
Arriving there

as a result of business
relocation?

Or you are just
considering a property
investment abroad?
And what about
having a second
residence in

Prague?

Do you have Czech origin roots? Do you like historical
buildings? Then, why not to think of Prague instead of
Paris?

In this brochure we guarantee even if you know the Czech
Republic well, you still would learn some interesting
facts many Czechs might not know.




There are number of reasons why buying property
in the Czech Republic can be a sound purchase

both as a home for your own family and as a source of future
income. Simply discover:

1.  What you have not learned at school about
the Czech Republic? < 40 spa or 2,000 castles >
Page 4

2. How does the Czech Republic perform in economic
terms? < Stable economy, more than emerging market >
Page 5

3. How does Prague stand in global perspective?

<Attractive and innovative, but not expensive >
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4.  How enjoyable might be living in Prague these days?

< Always variety of choices >
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5. What you should definitely know about the real estate

market? < Prices are low, compare to other countries >
Page 8
6.  Under which conditions foreigners can buy a real

estate? < No real restrictions >
Page 9
7. What are real estate practices in the Czech Republic?

< No regulation >
Page 10

Prague is a charming city with very interesting value for
money and wonderful quality of life.

Websites to look at: Expats.cz, Czechtourism.com. Some information contained in this
brochure is taken from the Wikipedia, the Global property guide, the Deloitte reports
and reports published by the Czech National Bank.




What you have not learned at
school about the Czech Republic?

Tom Cruise and Franz Kavka? Do they have something common?

Cultural Heart of Europe: On every 39 sq. km. you can find a castle.
The Czech Republic has more than 2.000 castles with 12 properties included
in the UNESCO list of World Heritage Sites.

e Founded in 885, Prague contains one of the world's most pristine and varied
collections of architecture, from Art Nouveau to Baroque, Renaissance, Cubist,
Gothic, Neo-Classical and ultra-modern.

e Prague is the place where writer Franz Kafka (1883-1924) spent the most
portions of his life and where Mozart himself conducted the premiere of Don
Giovanni.

The Czech Republic

e 40 curative spas, which have hosted many famous visitors in past, such as
Goethe and Beethoven, Maria Theresa and Peter the Great.

e Excellent beer tradition with Pilsner Urquell being the first "pilsner" type beer
in the world. The first brewery is known to have existed in 1118.

e Home country to the worldwide known figures such as Martina Navratilova,
Ivan Lend|, (tennis greats), Jaromir Jagr (NHL ice-hockey superstar), Milan
Kundera (writer known for his novel The Unbearable Lightness of Being).
Vaclav Havel (the former Czech President), Madelaine Madeleine Albright (the
first woman to become the United States Secretary of State).

e Or to say it differently: when the Americans landed on the moon, the Czechs
were there too: Neil Armstrong took his first gravity-defying steps to the
strains of composer Antonin Dvorak.

e Popular place for making Hollywood films, including Mission Impossible,
Chronicles of Narnia, Casino Royal (James Bond).

e If France is known for its famous film festival in Cannes, the Czech Republic
has its own unique festival in spa Karlovy Vary, which has become one of
Europe's major film events, also visited by Hollywood celebrities.




How does the Czech Republic
perform in economic terms?

With a strong industrial tradition and with a link to the German economy,
the Czech economy is more than an emerging market.

In an emerging market like Central Europe you can look forward to continued
demand due to businesses expansion to the region.

Stable economy

The Czech Republic is small, at only 78,864 km2 (the size of South Carolina). It
borders Germany (810 km), Poland (762 km), Austria (466 km), and Slovakia
(265 km).

It has a population of 10.2 million and a GDP per capita of US$26,046 in 2011
(36™ in the world ranking according to the World Bank, the US stand at 8").
The Czech Republic is a member of the European Union, but it still uses its
national currency, the Czech koruna (CZK).

The Czech financial system remains relatively healthy with the small, open,
export-driven Czech economy sensitive to changes in the economic
performance of its main export markets, especially Germany.

International investment rating agency Standard & Poor's marks the Czech
Republic with AA- (like Japan or Kuwait).

Source: the Czech National Bank.

Macroeconomic environment

ME.1 Real GDP growth (year on year, %) 7.2 5.7 29 -4.5 2.6 1.7
ME.2 Consumer price inflation (end of period, %) 25 28 6.4 1.1 1.5 19
ME.3 Public finance deficit/surplus / GDP (%) -2.4 -0.7 -2.2 -5.8 -4.8 -3.8
ME.4 Public debt / GDP (%) 283 279 287 34.4 376 40.7
ME.S Trade balance / GDP (%) 1.8 1.3 0.7 23 14 25

2006 2007 2008 2009 2010 20m

Prague's GDP per capita in purchasing power standard is US$53,500 and is
richer than any part of Austria,, Finland, Ireland, Italy, Portugal or Spain.

In the Eurostat research, Prague ranked fifth among Europe's 271 regions in
terms of gross domestic product per inhabitant, achieving 172 percent of the
EU average. It ranked just above Paris and well above the Czech Republic as a
whole, which achieved 80 percent of the EU average.

The modern economy of Prague is largely service and export-based and, in a
2010 survey, the city was named the best city in East Europe for business.




How does Prague Stand in Global
Perspective?

Prague is an attractive and innovative city, but still far from being expensive.

Popular place to be: Prague was the sixth-most-visited city in Europe after
London, Paris, Rome, Madrid and Berlin in 2011.

e Though commonly considered to be an Eastern European city, it is actually

Strategic location

located in Central Europe. In fact, the Czech Republic is the westernmost of
the Slavic nations, and it’s worth remembering that Prague is further west
than Vienna, the archetypal Central European city.

Prague is the capital and largest city of the Czech Republic. It is the fourteenth
largest city in the European Union. The city is home to about 1.3 million
people.

Its rich history makes it a popular tourist destination, and the city receives
more than 4.1 million international visitors annually, as of 2009.

Prague in rankings

Prague is classified as a Beta+ global city according to GaWC studies,
comparable to Berlin, Rome, or Houston.

At number 69 in the global ranking of 2012, Prague is far behind the most
expensive cities in Europe for expatriates such as Moscow (4), Geneva (5) or
even Paris (37) and Vienna (48), keeping its ranking position close to Brussels
(71) or Dublin (72).

In 2005, Prague was deemed among the three best cities in Eastern Europe
according to The Economist's livability rankings. The city was named as a
top-tier nexus city for innovation across multiple sectors of the global
innovation economy, placing 29th globally out of 289 cities, ahead of Brussels
and Helsinki for innovation in 2010 in 2thinknow annual analysts Innovation
Cities Index.

Recent major events held in Prague include International Monetary Fund and
World Bank Summit 2000, NATO Summit 2002, EU & USA Summit 2009,
Czech Presidency of the Council of the European Union 2009 USA & Russia
Summit 2010 (signing of the New START treaty).




How enjoyable might be living
In Prague these days?

You will always enjoy is a variety of choices.

Lifestyle is just your option. There are hundreds of concert halls, galleries,
cinemas and music clubs in the city. Or you can discover a nature around
Prague, not forgetting Forbes Traveler magazine listed Prague Zoo among
the world's best zoos.

e The city has a temperate oceanic climate, with warm summers and chilly
winters.

e Social and health care is available under compulsory insurance scheme and it
can be itself quite attractive for foreigners.

e Twelve universities and a number of public and private colleges and schools
are located in the city. Charles University in Prague, founded in 1348, was the
first university in Central Europe. University of Economics in Prague was
awarded the second place among Business Schools in selection in the
Post-Communist European countries by the Financial Times.

e Within the Czech Republic, the average gross salary for the year 2011 was
US$1,220/month. Salary for Prague is higher and the gross figure is at
US$1,600/month.

Open Society

e The number of legally registered foreign residents in Prague has been
increasing in spite of the country's economic downturn. As of March 2010,
148,035 foreign workers were reported to be living in the city making up
about 18 percent of the workforce, up from 131,132 in 2008.

e There are number of foreign Communities around, such as an English
speaking Community in Prague, the South Bohemia has become very popular
second residence for the Dutch, while spa Karlovy Vary has a strong presence
of wealthy Russians.




What you should definitely know
about the real estate market?

o
Luxury, three-storey, fully furnished attic apartment of 125 m2 with a terrace
located in a beautiful location in Prague 2, Price: US$ 700,000,

Deloitte 2012: The Czech residential market is expected to stagnate both
in terms of price and demand. Investment in rental housing represents a
stable and secure income in the long term.

No market regulation

e Real estate sector is not regulated by a special Law. Anybody can become
broker or agent provided he or she is registered as a commercial entity.

e Nearly half of the market transactions are carried out without the real estate
agencies” assistance. Some popular internet portals are not opened to real
estate agencies.

Market Development

e During 1990s it was very much seller’s market with a situation changing
around the year 2000 as a result of gradual liberalization of rental prices
(a major part of the market was regulated by the state for social reasons).

e Until 2008 primarily due to the strong demand and the relatively easy
availability of financing the housing prices have been growing for about 15
years (and very strongly since 2000).

e In 2012, after four years of price falls, the Czech Republic’s residential market
remains depressed.

e Apartments in Prague’s prime residential districts now cost around
US$3,000-5,000 per sg. m.

Source: the Czech National Bank. Coli Ll

Property market
Total change in residential property prices

PM.1 (transaction prices, % year on year) 105| 185 92 80 01 0.7
Change in apartment prices

PM.2 (asking prices according to CZS0, % year on year) 134 232 19.6 B8 -3.0 5.2
Number of property market transactions N N =

M3 (houses and apartments, COSMC entries, % year on year) 18 ns 9.0 38 239

PM.4 Apartment price / average annual wage 4.2 5.1 5.2 4.2 4.1 39

PM.5 Apartment price / annual rent (according to IRI) 173 29 238 229 219 217

* Estimate for 2011 H1; only for family houses and apartments (around 74.4% of index).




Under which conditions foreigners
can buy a real estate?

-
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Located 35min south-west of Prague: 7 bedroom 4 bathroom family villa with a 3600 m2
garden and a large sun deck providing beautiful views. Price: US$ 530,000.

Foreigners are entitled to become property owners only since 2005. This was
due to the fact, Prague is not an expensive city compared to many other.

No real restriction

e Only after the accession to the EU foreigners with a permanent residence
permit for the Czech Republic can buy real estate without any restriction.

e Citizens of the EU (together with Iceland, Norway and Liechtenstein) can get
permission to reside in the Czech Republic on demand without providing any
special reason. All they need is two photos, a passport or an ID-card, a
certificate of health insurance from the EU or other EEA country, and an
affidavit that they have sufficient funds not to become a burden on the social
security system. No administrative fees are charged.

e (Citizens of the US are in almost the same position, due to a Supplementary
Protocol to the Czechoslovak-U.S. Agreement on Mutual Support and
Protection of Investment. They have the same rights to acquire real estate as
the citizens of EU countries, Norway, Iceland and Liechtenstein. U.S. citizens
therefore need only get a visa allowing them to stay in the Czech Republic
for more than 90 days, in order to be able to acquire a second home in the
Czech Republic, with no restrictions.

e The process for non-EU, non-US citizens is more complicated. They must
have a visa, remain in the Czech Republic for seven years (or marry a Czech
citizen) to obtain a green card allowing them to buy property.

e Alternatively they can buy property through a limited liability company. But
only an EU citizen can control the company without Czech participation. A
non-EU citizen must recruit a Czech person, EU citizen or person holding a
long-term visa to be the company’s executive director.




What are real estate practices
In the Czech Republic?
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Located on the periphery of Prague: Vila of 920m2 build in 2003, also a land of 14000 m2. |
Price: US$ 1,800,000. |

Total transaction costs are moderate. Realtors’ and lawyers’ fees in Czech
Republic are negotiable. Other property purchase costs are low.

Procedures

¢ Once the property passes scrutiny, the attorney and the real estate agent will
draw up a) the reservation contract (intent to purchase) and b) the contract of
deposit, which is the result of the parties negotiating and agreeing a price
and down payment. The usual down payment is 10% of the price.

e As soon as a purchase contract has been signed by both parties, the buyer
normally has to hand over the remaining amount of the purchase price, which
will be kept in ‘escrow’. The buyer will then apply to the property registrar to
begin the transfer of title. It takes an average of 60 days to complete all the
procedures needed to register a property in Czech Republic.

Transaction costs

e Legal fees are generally negotiable. Registration fees include verification of
two signatures by notary, and stamps in the cadastral office. Real estate
transfer tax levied at a rate of 3% and the tax base is either the sales price or
the market value of the property, whichever is higher. The seller is liable to
pay for this tax. Real estate transfer tax is deductible for income tax purposes.
The agent’'s commission is around 2.5% to 5% without VAT.

TRAMSACTION COSTS Who pays?

Legal Fees 1% (+ 20% VAT) buyer

Registration Fees 0.01% - 0.02% buyer

Agent's Fee 2.5% - 5% (+ 20% VAT) buyer

Transfer Tax 3% seller

Costs paid by buyer 421%-7,22%

Costs paid by seller 3%

ALL TRANSACTION COSTS 7.21%-10.22%

VAT shall increase to 21% as of Jan 2013 Tramsfer tax shall increase to 4% as of Jan 2013, since 2014 payable by buyer

e Real estate tax is levied on all properties in the Czech Republic, payable by
the owner. For building land, tax is US$0.1 (€0.08) per m2. For building or
flats, tax rates vary from US$0.1 (€0.08) to US$0.5 (€0.40) per m2. Rates are
also multiplied by a coefficient of 1-5, depending on the location.




