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SECTION 1 EXECUTIVE SUMMARY 

1.1 Background 

The Slovak Ministry of Privatization (SMOP) has requested technical assistance from the 
United States Agency for International Development (USAID) to assist in the acceleration 
of the Slovak privatization program. The SMOP has responsibility for controlling the 
privatization of state enterprises and state joint-stock companies in the Slovak Republic. 
The technical services provided under the grant are also intended to improve the technical 
capabilities of the Ministry staff in analyzing and evaluating proposed privatization projects. 

The large-scale privatization program in CzechoSlovakia is part of the broad economic 
reforms aimed at achieving a rapid transformation to a free-market economy. A range of 
privatization techniques being employed,is from issuance of investment vouchers to 
CzechoSlovakian citizens (to be exchanged for shares in selected enterprises), to the direct 
sale of enterprises to foreign and domestic investors and enterprise managers and 

employees. 

The foundation for a stable economy and a productive workforce will be viable, profit­
making, privately-owned enterprises. achieve theTo this, privatization program must 
succeed in transforming the maximum number of enterprises from state to private 
ownership. It is anticipated that a large number of liquidations will occur involving those 
enterprises with no viable business future. While this may result in increased unemployment 
and periods of economic instability, it is the ultimate goal of the privatization program to off­
set these risks by establishing economically practical enterprises which have a high 
probability of growth, increased employment opportunities and independence from 

government subsidy. 



1.2 Task Objective 

The goal of the privatization program is to ensure that the largest number of viable, state­
owned enterprises and entities are successfully converted to privately-held enterprises in the 
shortest possible time frame. 

In support of this goal, the essential work to be performed under this task is to provide the 
Slovak government with advisors with experience in corporate finance, law, strategic 
planning, financial analysis, venture inand joint development order to assist in the 
development of the processes by which state-owned enterprises will be transformed. This 
would include making recommendations to create an enabling environment for the privatized 
enterprises; to restructure selected enterprises, if necessary; and to ensure cost effective 
operations and financial management, proper market planning and positioning, and revenue 

growth and profit motivation. 

To achieve these objectives, the advisory team has performed a needs assessment with 
regard to the Slovak privatization process to determine the types of assistance needed by the 
SMOP and the founder Ministries in general, and by the enterprises on specific privatization 
transactions determined to be of importance by the founder Ministries. 

1.3 Strategic Focus 

The program of technical assistance to be provided to the SMOP is envisioned as a four­
phase process with a certain degree of dependency and refinement between the phases. It 
is contemplated that the output of each phase will further define the subsequent phases and 
possibly modify the overall strategy. 

The objective of Phase I is to assist the SMOP and the founder Ministries in defining the 
business procedures and analytical methods to be employed in examining and evaluating 
privatization projects scheduled to take place in the "First Wave" of privatization undertaken 
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by the Government. In addition, ad hoc assistance will be provided to appraise the validity 
of those projects with foreign investors and to assess the need for the development and 
promotion of foreign investment strategies. 

The main objective of Phase II, is to assist the SMOP, founder Ministries, and selected 
enterprises in the actual implementation of the First Wave of privatization, and to improve 
the evaluation process that will be used in the Second Wave of privatization. The emphasis 
in this phase is to provide assistance to the SMOP, the founder Ministries and enterprises 
on specific transactions and strategies to promote foreign investment. 

In Phase III, the contractor will assist the new private owners to utilize free-market concepts, 
tactics, and business operations in their enterprises. This phase will focus on interventions 
at the enterprise level to increase the productivity of operations and the efficient use of 
resources in order to provide the enterprise access to foreign markets and to enable the 
enterprise to operate in the most cost effective manner. 

In Phase IV, the contractor will assist in providing continued improvements to the 
enterprises in order to further enhance their open-market operations and ability to compete 
in the international marketplace. 

1.4 Terms of Reference 

The work activities in Phase I are to be accomplished by financial planners with experience 
in privatization, mergers and acquisitions, leverage buyouts, law, corporate finance, 
accounting, and management. These professionals will provide the Ministries with the 
capacity to select, appraise, value and divest enterprises rapidly that have been designated 
for privatization. In particular, these financial planners will provide assistance to the SMOP, 
founder Ministries and selected enterprises on the following specific requirements: 
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1. Compiling and translating laws. regulations and policies affecting the 
privatization process; 

2. 	 Developing or modifying the evaluation procedures and recommending aconsistent methodology for the evaluation of projects; 

3. 	 Assessing, defining, and coordinating the roles and responsibilities of the
founder Ministries; 

4. Developing procedures and approaches for the recruitment of SMOP staff andthe definition of the type of advisory services desired; 

5. 	 Developing and implementing model transactions to influence the shape of
future transactions; 

6. 	 Providing ad hoc assistance and advice to the Ministries to analyze thebusiness plans, terms and conditions, and financial statements on selectedprojects with foreign investors or investment bankers; and 

7. Refining the strategies, tactics, and staffing requirements of Phases II through
IV. 

1.5 	 Technical Approach 

The technical approach to the task was comprised of several fundamental work activities 
(research and data collection, interviews, analysis) which culminated in recommendations for 
improved methods of enterprise evaluation as part of the privatization process. 

The first work activity involved preliminary research in the following areas: 
1. 	 The policies, laws and regulations affecting privatization in the Slovak 

Republic; 

2. 	 The current business climate in the Republic; 

3. 	 Other ongoing privatization efforts in the Republic where advice or technical 
assistance is being provided; 

4. The numbers and types of enterprises being offered in the First and Second
Wave of privatization; and 

4
 



5. The overall Ministerial organization and points of contact responsible for the 
privatization process. 

Based upon the results of the research activities, a structured questionnaire was developed
which focused on the responsibilities of the Ministries with regard to nrivatization. The 
questionnaire addressed the evaluation process employed by each Ministry, the analytical 
methods and techniques used to evaluate projects, the industries and enterprises critical to 
the successful implementation of privatization, the foreign investment opportunities and 
proposals, the types of technical assistance desired by the Ministries (and by the enterprises 
under their control), and the need for industry and regional assessments. 

Interviews were scheduled and conducted with senior officials responsible for privatization 
in the following Ministries: 

Ministry of Privatization 

Ministry of Economy 

Ministry of Industry 
Ministry of Commerce and Tourism 
Ministry of Construction
 

Ministry of Transport and Communications
 

Ministry of Forestry
 

Ministry of Agriculture 

It was determined that since the seven founder Ministries were responsible for the majority 
of enterprises targeted for the First Wave of the privatization process, they presented the 
best sample of the overall process. These interviews identified specific First Wave projects
that already had foreign investors as well as projects that were in need of attracting foreign 
investment. In these cases, provisions were made to provide immediate ad hoc corporate 
finance assistance in their evaluation in order to meet desired deadlines. 
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1.6 Summary of Findings 

The interviews confirmed the need to define and document a consistent procedure for 
evaluating proposed privatization projects. Each of the founder Ministries had developed 
its own internal set of procedures based upon broad guidelines received from the SMOP. 
The SMOP recommended a critical review of certain First Wave projects, to be furnished 
by the founder Ministries, to ensure the adequacy of the proposed privatization project and 
the viability of the enterprise during and after the privatization process. 

Each of the founder Ministries has identified specific projects, in both the First and Second 
Waves, which require an evaluation of soundness, an assessment of the foreign interests, or 
the development of strategies to attract foreign investment. In addition, since more than one 
privatization proposal bemay submitted for a single enterprise, each Ministry needs 
assistance in objectively evaluating competitive projects for same Thethe enterprise. 
Ministries also need assistance in determining appropriate liquidation and reorganization 
strategies, especially for proposed projects which include only selected operating elements 
of an enterprise. 

The following presents the highlights of the findings. Each of these findings is discussed in 
detail in subsequent sections of this report. 

1. Processing Procedures 

There is a need to define the processing procedures for privatization projectsto be reviewed by the SMOP in the First and Second Waves. First Waveprojects were reviewed by the SMOP in terms legal,of financial andorganizational aspects. For the most part, the SMOP accepted the comments
of the founder Ministries with little further evaluation. 

2. Evaluation Methods 

In addition to the process requirements, there is a need to define the methodsand techniques of analysis to be employed by the SMOP in the evaluation of
proposed projects. Each founder Ministry also has requested an evaluation 
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of the methods they used in the First Wave with a view of improving the 

process for the Second Wave of proposed projects. 

3. Immediate Technical Assistance Needs 

Each of the founder Ministries was able to identify 3 to 6 projects that needed 
immediate technical assistance. A list of these projects is contained in
Appendix 4 to this document. These specific transactions involve a range of
services which could be grouped into five broad categories: (1) appraisal of 
the project from a business perspective; (2) assistance in identifying the
appropriate investment instrument for specific enterprises to generate capital
from domestic or foreign investors; (3) assistance in seeking foreign investors­
(4) evaluation of groups of enterprises in an industrial sector in order to 
determine optimal investment strategies; and (5) assistance in evaluating the 
viability of specific enterprises. 

4. Foreign Investor Relations 

The SMOP and the founder Ministries need assistance in defining the 
methods and procedures for negotiating with foreign investors. A consistent 
set of procedures will facilitate the negotiation process and serve to define the
roles and responsibi!ities of those involved in the negotiations. 

5. Competing Privatization Proposals 

There is need to identify and document tactics and procedures necessary for
the thorough evaluation of competitive projects for the same enterprise. The 
competitive projects are typically complex transactions which require thorough
analysis to ensure reasonableness of the offer and fairness in the selection of 
the successful bidder. 

1.7 Summary of Recommendations 

The recommendations presented in this report have been grouped into three categories of 
functions and desired services. These categories are (1) improving the evaluation process 
and methods; (2) providing transactional assistance related to project assessment, investment 
strategies, and enterprise specific strategic assessments; and (3) establishing an "enabling 
environment" for the privatized enterprises. Consideration was given to these 
recommendations as to the level of support required within the time and financing remaining 
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for the Phase I delivery order, and the proposed work activities which would be most 
appropriate in Phase II. 

The following presents the highlights of the recommended course of action for Phases I and 
II. The remaining Sections discuss the details of these recommendations. 

1. 	 Evaiuation Process and Methods: 

(a) 	 Develop an evaluation process methodsand for the SMOP withinstructions to refine the process and methods to be employed by the 
founder Ministries; 

(b) 	 Provide assistance in describing methods for negotiating with foreign
investors and in promoting foreign investment interest; 

(c) 	 Provide assistance in developing methods to distinguish between
competitive privatization projects for the same enterprise; and 

(d) 	 Provide orientation to enterprises in the preparation of projects for the 
Second Wave. 

2. 	 Transactional Assistance: 

(a) 	 Provide ad hoc assistance in evaluating First Wave projects; 

(b) 	 Provide ad hoc assistance in evaluating Second Wave projects with a
focus on foreign investor proposals and complex transactions; 

(c) 	 Provide assistance to enterprises in the Second Wave in preparing 
privatization projects; 

(d) 	 Provide assistance in attracting domestic and foreign investors; 

(e) 	 Perform interventions at the enterprise level for strategic assessments
of operations, management, finances, and environmental 
improvements; and 

(f) On an 	as-required basis, implement the recommended improvements 
for specific enterprises. 
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3. 	 Enabling Environment: 

(a) 	 Perform industry and sectL - analyses of laws, competitive potential, and 
environmental assessment; 

(b) 	 Conduct regional analyses for social, political, and economic impacts; 
and 

(c) Assist in the creation of an enabling environment for implementation 
of privatization in terms of laws, regulations, and competition. 
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SECTION 2 EVALUATION PROCESS AND METHODS 

2.1 Current Evaluation Process 

SMOP 

The SMOP is responsible for approving or disapproving proposed privatization projects for 
enterprises which are submitted by the founder Ministries. In the First Wave, the SMOP 
was unprepared for the overwhelmingly large number of projects submitted. The SMOP 
received approximately 1,200 privatization project proposals for 693 enterprises in the First 
Wave. The actual number of directly competing proposals is unknown because many 
proposed projects encompassed only certain operating elements of larger enterprises. The 
SMOP did not catalogue projects upon receipt by type of investor, size of enterprise, or 
method of privatization. Therefore it was difficult to readily determine the magnitude of 
assistance required or which enterprises would be critical to the successful implementation 
of the privatization program in the First Wave. 

The SMOP considered the legal, economic, capital, technical, and organization aspects of 
each proposed project. The primary focus of the SMOP's review was to ensure that the 
proposed projects were submitted in compliance with the reporting requirements stipulated 
by the Privatization Law. At this stage, the SMOP did not review or evaluate proposed 
projects from a business point of view. 

In addition to the large volume of proposals, evaluation was made more difficult because 
proposals were often not submitted in a comparable format. Although SMOP did 
recommend that proposed projects be submitted in an automated format, outlined in the 
Automatizovany Privatizacny Projekt, not all proposers followed this recommendation. 
When questions arose from the legal, financial or organizational reviews, the founder 
Ministries and enterprise management were queried for responses and clarifications. In the 
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majority of cases the SMOP accepted the recommendations and comments of the founder 
Ministries. 

To ease the burden of review, the SMOP is evaluating projects in three phases according 
to the method of privatization suggested by the offeror: (1) projects recommending 97% 
voucher with no competitive bids are being evaluated first; (2) projects with 97% voucher 
and competitive bids are in the second phase of evaluation; and (3) projects involving direct 
sale to a domestic or foreign investor are to be evaluated in the third phase. The more 
complex and non-traditional methods of sale will also be evaluated in the third and final 
phase. 

The SMOP issued informal guidance to the founder Ministries to assist them in developing 
their own evaluation processes. The intent of this guidance was to clarify the roles and 
processes to be used within the SMOP, and it was not intended to dictate a standard review 
process to the founder Ministries. 

Founder Ministries 

The founder Ministries are responsible for evaluating the reasonableness of the projects 
submitted for the enterprises in their sectors. Each of the founder Ministries has developed
 
its own set of internal procedures for the processing and review of projects submitted in the
 
First Wave and, although the procedures differ from 
 Ministry to Ministry, the overall
 
processing has been similar.
 

Each Ministry appoints a Vice Minister with general responsibility and authority over the 
privatization process. In most cases, this Vice Minister delegates certain responsibilities to 
the Chief of the Privat*'.,ation Department of the Ministry. Each Ministry has also 
established Branch Commissions whose membership is comprised of internal staff with sector 
knowledge, legal, technical, financial, and external specialists. These Commissions are 
organized by sub-sector or by groups of enterprises with similar production methods, 
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products or services. The members of these Commissions use their knowledge of theenterprises' production capabilities to evaluate the viability of the proposed privatized entity. 

The central point of receipt and distribution of the proposed privatization projects withinthe Ministries is the Department of Privatization. The projects, in some cases, arecatalogued within the Ministry and a copy sent to the SMOP for registration. Copies of theproject are also distributed internally within the Ministry for comment by the sector involved.If questions or clarificatic,- are needed, the offeror's representative iscontacted. Once thefirst stage of review is completed, the project is passed with comment to the BranchCommission for further review. A final decision is made by the Ministry's Board ofPrivatization which is chaired by the Minister or the Vice Minister responsible forprivatization and which includes members of the Ministries of Privatization, Finance, Anti-Monopoly, and Control; trade unions; and enterprise management. Upon completion of theBoard review, the project issent to the SMOP with the comments and signatures of the key
personnel of the Board. 

2.2 Evaluation Analytical Methods 

At present, both the SMOP and the founder Ministries evaluate the projects for form toensure all the reporting requirements are met. The founder Ministries assess the projects
for soundness of the business plan, method of privatization, capital financing, and terms of
employment. 
 The Ministries find it difficult to appraise the fair-market value of theenterprise when 
a foreign partner is involved and to validate the valuation of assets 
andfinancial statements contained in the project. They also find it difficult assessto thefeasibility of the business plan in terms of market research, market position, and viability ofthe enterprise to exist after privatization. In some cases, the Ministries seek assistance fromlocal outside sources, such as local consultants, universities, research institutes, and likeenterprises in the same industry. However for key enterprises, the Ministries have felt that 
further review of these projects is necessary. 
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2.3 Recommended Evaluation Procedure 

It is important to establish a set of guidelines and procedures for the evaluation ofprivatization projects in order to ensure consistency and establish a clear statement of policyand criteria to which all projects will be subjected. This should assist the Ministries inensuring that the proposals are properly completed and evaluated, and that they are fair and 
reasonable to all parties. 

A multi-stage approach is recommended for use in proposed project evaluation. While theconcepts supporting these stages will need to be fully developed and, if appropriate, tailored 
to individual founder Ministries, in basic form, they are the following: 

1. Initial cataloguing and prioritization of projects; 

2. Development of criteria for the appraisal of projects; 

3.. Steps to be completed in the detailed appraisal of projects; and 

4. Mechanism for project approval. 

Initial Cataloguing and Prioritization. 

Projects should be assessed on a consistent basis and therefore should be grouped into broadcategories with differing objectives and approaches to approval. A management information
system should be developed to capture relevant data about each proposal as the projects arereceived by the Ministries. The initial screening of projects should categorize the project bymethod of privatization and proposed share allocation by the following classification: 

1. VoucherOnly - 97% of the shares are designated for vouchers; 
2. Combined Voucherand Investors - a combination of Vouchers with domestic 

or foreign investors; 
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3. Investor Only - direct sale of the enterprise to a domestic or foreign investor: 
and 

4. Composite Projects - more complex share allocations which may involve
preferential share issues.' 

Priority should be placed on those projects involving foreign investors, either combined with 
vouchers or direct sale, and on composite projects. 

The proposed projects should be registered in a management information system for ease 
of reference. For each individual project, the system should contain data on method of 
privatization, name of enterprise, name of offeror(s), foreign investor participation, value of
offer, and the offerors' valuation of assets, liabilities, properties, rights and licenses, fixed 
assets, and proposed capital investment. This registration should occur both at the SMOP 
and the founder Ministries. 

Criteria for Approvalof Projects. 

Listed below are the key areas which should be examined for each project. These criteria 
have been divided into mandatory tests and discretionary tests. 

Mandatory Tests: 
1. Proper completion of the documentation; 

2. Reserves have been set aside for restitution claims; 

3. Compliance with relevant Federal and Republic laws; 

4. Unusable property has been properly identified and reserved; 

It is suggested that detailed reviewa more be conducted on the proposed shareallocations for the composite projects. The objective is to identify those proposals whichcould be reallocated to the combined voucher and investor category. 

4
 



5. 	 Enterprises in strategic industries should require a provision for government 

control over certain circumstances, such as a takeover; 

6. 	 Compliance with Anti Monopoly regulations; and 

7. 	 Acceptable financial liquidity and viability. 

Discretionary Tests: 

1. 	 Insufficient acceptable number of competitive bids by investors in the 
tendering process; 

2. High profile, large or sensitive enterprises which may need independent, third 
party appraisals; 

3. Detailed analysis of the terms and conditions of the offer with particular focuson the disposition of the existing work force, proposed organizational changes,
and employment benefits; 

4. Thorough legal review to protect the National Property Fund from subsequent
claims; 

5. Independent assessments of complex transactions to establish proper valuation 
of assets and liabilities and fair market value; 

6. 	 Quality of the management proposed for the enterprise; 

7. 	 Viability of the remainder of the enterprise if a foreign partner is acquiring 
only a part of the enterprise; 

8. 	 Impact of the project on the environment and on the welfare of the 
community; 

9. 	 Need for private finance to fund future investments; and 

10. 	 Potential benefits to consumers. 

Detailed Appraisal Steps. 

The steps to be followed in the analysis of the projects should coincide with the criteria 
detailed in the mandatory and discretionary tests. For the most part, the mandatory tests 
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have been applied by the founder Ministries in the First Wave with the exception of financial 
liquidity and viabilitv. Particular attention should be paid to the discretionary tests when 
foreign investors are involved. These tests will tohelp ensure that the proposed
privatization project represents the best option for the Republic in terms of value. 
investment, employment and stimulation of economic conditions. 

Mechanism for Project Approval. 

The current use of Branch Commission comment and Ministerial Board of Privatization 
approval, with participation by the SMOP, and Anti-Monopoly, and Control Ministries, 
appears to be adequate. Each project is reviewed in detail with comments and 
recommendations provided from the early stages of the approval process. If all the 
appropriate tests have been applied, the SMOP need only verify the completeness of the 
project package and will require assistance only on an ad hoc basis. 

2.4 Foreign Investor Negotiation Process 

Early indications are that the business plans, financial statements, and methods of valuation 
are not consistent with internationally accepted methods. This makes negotiation with
 
foreign investors less transparent and more difficult. 
 Documents should be translated into
internationally accepted formats and the SMOP and the founder Ministries should structure 
the process so that the foreign investor knows what to expect during negotiations. This will 
also serve to define more clearly the roles and responsibilities of the various government
officials who will participate in the negotiations. For both of these tasks, the SMOP and the 
Ministries need assistance. 

Independent validation of the offerors' proposal should be performed by professionals with 
international experience in corporate finance, financial and accounting analysis, and 
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commercial capacity analysis including marketing, logistics and distribution, legal audits, and 
organizational planning. This type of specialized review will theassist Ministries by 
providing a sound basis for negotiations. 

2.5 Analysis of Competitive Proposed Projects 

In the analysis of competitive proposed projects, the use of the discretionary tests should be 
applied openly and fairly to select the best proposal. The tests can be prioritized in order 
of importance. For example, the continued employment of the existing work force with 
adequate enterprise investment programs may be the most critical. The quality of the 
proposed management team and the capital backing are also important. 

A set of procedures needs to be developed to assist the Ministries in evaluating competitive 
proposed projects. These procedures need to be developed in cooperation with the 
Ministries in preparation for the Second Wave of projects. 

2.6 Project Orientation and Public Relations 

Assistance should be provided to enterprises and potential bidders in the proper preparation 
of privatization projects to include the preparation of business plans, financial statements
 
and investment strategies. The assistance provided would be in the form of training sessions
 
and information exchange. It is envisioned that group training sessions could be held by
 
sector and sub-sector rather than 
on an individual enterprise basis. A general orientation 
session may be designed to illustrate the various means to achieve privatization, including 
inputs from people with privatization experience in other countries. 

These sessions would also provide the mechanism for the SMOP and founder Ministries to 
communicate the various tests that could be performed on the proposed projects. 
Additionally, the Ministries could present the lessons learned from the processing of the First 
Wave of projects. The sessions should be followed by a question and answer period to help 
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clarify the process and requirements. 

There is a need for a public relations campaign focused at the general population topromote an understanding of the privatization process and the benefits of being ashareholder of an enterprise. The purpose of the campaign is to educate the people onmatters concerning the future direction of the privatization program. The recommendation
is to develop a progressive series of press releases for distribution in the local newspapers
and for use as spots on local radio shows. In addition, a brochure should be developed forthe SMOP to further promote privatization. This brochure could also contain information 
appropriate for foreign investors. 

2.7 Work Plan 

The work plan for the completion of the activities for the evaluation process and methods
is presented in terms of person days to complete the work and the timing in terms of a 
Phase I or Phase II activity. 

1. Document theevaluationprocess and methods. 

It is estimated that 20 person days will be needed to complete thedocumentation of the process and methods to be used for the completion ofthe projects in the First Wave and to establish the process and methods forthe Second Wave. It is recommended that this work activity be completed
under the Phase I delivery order. 

2. Develop proceduresfor foreign investor negotiations. 

It is estimated that 45 person days are required to define and document theprocedures for the preparation and conduct of negotiations with foreigninvestors. This work activity should be a priority for Phase II. 

3. Develop procedures forevaluating competitiveproects. 

It is estimated that 20 person days are required to define and document theprocedures to be used in the evaluation of competitive projects. This activityis a priority for the Ministries and should be accomplished in Phase I. 
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4. Project orientation and public relations. 

It is estimated that 2 work days will be required per founder Ministry, for atotal of 20 person days, to assist in conducting orientation sessions forenterprises and potential bidders in the Second Wave. It is sugested that thiswork activity be accomplished in Phase II. 

The public relations campaign should begin as soon as possible, preferably inPhase I. It is estimated that 30 person days are required for the developmentof the initial public relations campaign, excluding materials. 

19
 



SECTION 3 TRANSACTIONAL ASSISTANCE 

3.1 Negotiate with Foreign Investors 

Negotiating successfully with foreign investors is at the heart of a constructive privatization 
program. Numerous proposals have been received from foreign investor groups. Some have 
been referred to the SMOP, while others remain in founder Ministries for further study. 

Neither the SMOP nor the founder Ministries has sufficient experience to review proposals
involving foreign investors which puts them at a significant disadvantage in negotiating 
contract terms with such investors. Foreign advisors with investment banking and accounting
skills are needed to help review such plans and advise the Ministry on their value and on the 
feasibility of their structure. These advisors can also assure that relevant policy issues are 
addressed, and assist the Ministry in negotiating with the foreign investor. Issues such as 
additional capital investment, employment assurances, and training local personnel can and 
should be addressed in a purchase agreement. This can improve the agreement for the 
Slovak Republic, and reduce the risks if significant aspects are overlooked. 

For example, the proposed acquisition by K-Mart of the Prior department stores illustrates 
various risks that are faced by the SMOP and the founder Ministries. The Ministry of 
Trade, in negotiating the basic agreement, did not realize that they would not be able to 
count on K-Mart's representations to invest significant amounts in improvements unless 
there were a specific contractual commitment to this effect. Similarly, it was important to 
reach consensus with K-Mart over the issue of employment, so that there will be no surprises
for the SMOP once the agreement is approved. In both these areas, outside expertise has 
been useful in outlining a better approach for the Slovak Republic. 

Similarly, the SMOP has been reluctant to approve K-Mart's bid for the Prior Stores 
because of valuations based on methods which are not internationally accepted. The 
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valuation methods used in this case applied a 75-year depreciation schedule for the 
economic life of the buildings. Without the assistance of outside experts to facilitate 
negotiations and the exchange of information, the SMOP may turn down an arrangement 
which could be highly beneficial to the Slovak Republic in its own right and a potential 
catalyst for other foreign investors to niake much needed commitments in the Slovak 

Republic. 

Similar bids received by the SMOP from foreign investors for shoe chains, furniture and 
other forestry product companies could also be helped by international advisors. 

It is recommended that advisors be provided to assist the SMOP and the founder Ministries, 
as appropriate, in their negotiations with foreign investors. It is anticipated that an 
increasing number of these cases will arise as the privatization process continues. The 
earlier in the negotiating process these advisors are involved, the greater the value that can 

be achieved. 

3.2 Review of Selected Privatization Projects 

Each founder Ministry has a small number of highly sensitive privatization cases for which 
they need investment banking advice. Typically, these involve fairly large enterprises with 
high visibility and significant social and economic impact. Sometimes, there are competing
 
proposals involving different restructuring of the enterprise, 
as well as different business 
strategies, management teams and investment strategies. The Ministries have a number of 
important questions on which it needs help. These relate principally to the soundness of the 
business plan(s), the viability of the enterprise, how best to restructure the enterprise, and 
how to weigh competing proposals. 

For example, one sensitive case in the Ministry of Transport and Communications is Slovair, 
a large domestic airline with numerous ancillary services. The Ministry has received several 
privatization proposals based on different conceptions of how to divide the original 
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enterprise which it must assess. The Ministrv believes the enterprise should be divided intoseveral companies, which should each be privatized, but it is uncertain how many
companies should 

new 
be created, thisand involves an assessment of alternative business

strategies. Once this hay been decided, there is the question of how to divide the assets and
liabilities of the enterprise among the different companies which are created. 

Similar questions are raised by the Ministry of Forestry with respect to the pulp and paper
sector, involving major companies such as SCP-Ruzomberok and _ukoza. There has beensubstantial foreign interest in this sector, but the Ministry feels a need to develop a soundbusiness strategy for the sector prior to selecting between competing bids for all or part of 
these businesses. 

In addition, the Ministries of Economy and Industry have indicated that they needinternational assistance in reviewing the business plans of major companies whose failurecould have serious social and economic significance in the Slovak Republic. With the speedof the privatization process and the absence of specialized expertise, these Ministries havein many cases given approval to certain proposed privatization projects merely because theformalities have been complied with, even though there has been no review of the businessplans to determine whether they are sound. Since the SMOP has indicated that it mayapprove such proposed projects on the same basis, there is a serious risk that important
companies will be privatized on the basis of questionable business plans. 

In order to rectify this potential problem, each of seven of the founder Ministries has alreadyidentified three to six companies which it feels have received approval for privatizationwithout adequate review of the business plan. Appropriate assistance by international 
experts can be sought for these identified companies before the privatization process is 
complete. 

It is recommended that advisors be provided to assist the SMOP and the founder Ministries 
to review privatization plans of enterprises they identify as being socially and economically 
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important, and potentially interesting to foreign investors. These advisors should be 
investment bankers, accountants, and management consultants. 

3.3 Enterprise Specific Assistance 

Apart from the needs of the founding Ministries and the SMOP in evaluating proposed 
privatization projects, there are some large enterprises which need help in preparing their 
privatization plans and business strategies in the first place. Often these enterprises could 
attract foreign investors, but do not know how to prepare the necessary information to 
present to a potential investor, or how to locate and approach potential investors. Each 
founder Ministry can identify a handful of enterprises which need such help because of their 
special importance to their sector and their potential to attract foreign investment. 

For example, K-Mart is considering only six of Prior stores. The eleven Prior stores which 
are not included in the K-Mart group are considered no less attractive yet they received only 
one bid in their recent unsuccessful tender. This occurred for a variety of reasons, most of 
which grow out of lack of experience in the international tender market. To avert future 
failures, international experts could be helpful in designing and launching such tenders, 
preferably prior to an initial failure. 

Advisors could be provided to work directly with enterprises on preparing a feasible
 
privatization strategy responsive 
 to market conditions and attractive to foreign investors. 
The founder Ministries may certain assuggest enterprises particularly appropriate 
beneficiaries of such assistance. Investment bankers, accountants and strategic planners will 
be needed to help such enterprises develop a strategic plan, prepare financial statements, 
arrive at a restructuring or reorganization, and produce an information memorandum for 
presentation to potential investors. Bankers with knowledge of how to organize a world­
wide tender may be needed to help the enterprise identify, select and negotiate with a 

foreign partner. 
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3.5 

3.4 Evaluate Competing Privatization Projects. 

Most founder Ministries have several competing plans for the same enterprise, or for partsof the same enterprise which they typically do not know how to evaluate. In selected cases
of significant importance, there is a need for investment banking expertise to help them 
assess competing plans, principally from a business point of view to see which are the mostviable and most likely to lead to privatized companies which can succeed and make the best 
contribution to a competitive environment. 

It is recommended that advisors be provided to assist the SMOP and the founder Ministries, 
as appropriate, to evaluate competing privatization plans of socially or economically 
significant enterprises. 

Resolve Divergent Valuations 

The founder Ministries or the SMOP are sometimes presented with privatization plans
supported by widely different valuations of the companies concerned. 

These circumstances create a difficult situation for the SMOP, which must approve an
investment or a purchase for a specific value. A recent example of this arose in the Ministry

of Industry with respect to a proposal from La Farge Coppee 
to purchase a cement plant.

The SMOP was presented with 
two valuations reached using different methodologies and 
was uncertain how to proceed or how to defend any decision it made. 

A similar situation of multiple, inconsistent valuations has arisen with the K-Mart acquisition
of Prior stores and, as already discussed, seriously risks setting back the effort to secure
foreign investment. International advisors are needed to review the different valuations todetermine the reasons for the differences and to assess the varying methodologies. Based 
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on this review, international valuation techniques can be used to provide SMOP or the 
founder Ministry with a reasonable range of value to serve as a basis to approve or 
disapprove the privatization proposal. 

It is recommended that advisors be provided to assist the SMOP and the founder Ministries, 
when requested, to resolve divergent valuations. Several examples were given above. There 
may be more uncovered in the First Wave of privatization, and it should be anticipated there 
will be some in the Second Wave. 

3.6 	 Work Plan 

The work plan for the completion of activities related to specific transactional assistance is 
based upon an assumption of the number of transactions and person days required to 
complete the work. The specific transactions for Phase I are contained in Appendix 4 to this 
document. 

1. 	 Help negotiate with foreign investors. 

It is estimated that an average of 15-30 person days of work are required perproject. This would vary depending on the complexity of the project and thestage at which the advisors were brought in. is assumed totalIf it a ofapproximately 20 proposals involving foreign investors, the level of effort is 
estimated at 460 person days. 

2. 	 Review sensitive privatization cases.
 

It is estimated that 
 10 person days are required per case. This would varywith the complexity of the plan and the size of the enterprise. In the FirstWave, the founder Ministries have identified 25 projects resulting in a total
level of effort of 250 person days. 

3. 	 Provideenterprise specific assistance. 

Direct 	assistance provided to enterprises could vary from 40 to 200 person
days per enterprise, depending on the circumstances. A quick review of an 
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enterprise and help with selected aspects of their strategic or organizationalproblems could be done in 40 days. A full scale project of helping anenterprise prepare a strategy and information memorandum, organizing aglobal tender and selecting and negotiating with a foreign partner could take 
up to 200 person days. 

There are numerous enterprises in Slovakia which could benefit from this sortof help. Some of the largest are receiving such assistance now. It isanticipated that another 20 to 30 which could use such help. The total levelof effort estimate is 2,500 person days. The assistance should be arranged onan ad hoc basis, and more precise estimates can be given when specific details 
are presented. 

4. Evaluate competing privatization projects. 

It is estimated that 4 person days are required per case. This would varydepending on the complexity of the process and the size of the enterprise andnumber of competitive projects. It is assumed that 50 such cases, or a total
of 200 person days of work. 

5. Resolve divergentvaluations. 

It is estimated that 2.5 person days are required per case. It is anticipatedthat some 10 cases in both Waves of privatization will require assistance, or25 person days of work. The work would occur sporadically during the First
and Second Waves of privatization. 
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SECTION 4 ENABLING ENVIRONMENT 

4.1 Establishing an "Enabling Environment" 

The objective of privatization is not merely to accomplish a change in the ownership of 
enterprises but to help create a more efficient economy that can achieve the growth and cost 
effective production of goods and services the previous system failed to realize. Privatization 
or the change of ownership is only a means to accomplish this objective. 

A large privatized enterprise that fails because of labor laws or practice, export or import
restrictions, bureaucratic delays, corruption or arbitrary regulation will not deliver the full 
benefits of privatization. Similarly, if a state-owned enterprise employs four times as many
people as are required to produce its products and continues by law, practice or contractual 
undertaking to maintain an excessive work force after privatization, the anticipated benefits 
of privatization will not be forthcoming. 

It is important, therefore, that attention be paid not only to the workings of the Privatization 
Law itself but also to the whole fabric of the laws, regulations, and practices that affect the 
success of a privatized enterprise. Harmonizing the laws, regulations, and practices to make 
them supportive of the privatization effort will create the "enabling environment" which will 
allow private initiatives to thrive. Failure to create an "enabling environment" can 
completely undermine the success of the privatization program. 

Thus, it is important to identify early impediments to efficient operation of businesses, apart
from the change of ownership, so that these can be addressed as part of the privatization
effort. The SMOP has no experience operating in a market economy and may consequently 
be overly hopeful that a mere change in ownership will achieve the objective. 
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Foreign advisors are needed to review the current status of the laws, regulations and 
practices and tr assess whether they contribute toward the desired "enabling environment." 
Such a review would include interviews with lawyers. foreign investors already operating in 
the Slovak Republic or with proposals submitted for privatization, and others familiar with 
the environment. These interviews may pinpoint impediments which have been identified 
so that the advisor can make appropriate recommendations to the SMOP and other relevant 
Slovak Republic authorities. Implementation of the recommendations must become an 

integral part of a successful privatization effort. 

4.2 Harmonizing Differing Approaches 

There are serious differences between the founder Ministries and the SMOP regarding the 
approach to privatization to that enterprises will bothensure Slovak be competitive 

domestically and internationally. A state-owned monopoly which has its ownership changed 
so that it becomes a privately-owned monopoly is unlikely to deliver goods and services any 

more cheaply or in greater quantities than its predecessor. 

The Slovak privatization program, as do others in the rest of Eastern Europe, presents a 
unique opportunity when compared with privatization programs in the U.K., France, Mexico 
oi Chile. Unlike these other countries where large-scale privatization has been (or is being) 
undertaken, the Slovak Government is starting with virtually all enterprises in Government 

hands and as a consequence, has an unique opportunity to shape a truly competitive 
economy. The Ministries differ, however, on how best to do so. 

For example, the Ministry of Trade disagrees with the SMOP's preference for speedy 
privatization of individual retail stores which may be weak competitors and not economically 
viable. The Ministry of Trade by contrast would favor instead grouping some of the 
individual retail stores into competing "chains" which could attract foreign joint venture 
partners. Foreign partners could in turn provide capital, management and training as well 
as economies of scale, all of which may be important for long term competitiveness and 
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efficiency. Nevertheless, both Ministries agree that the short deadlines should be 
maintained. 

Sectoral studies would produce useful guidance to the Ministries in resolving such 
differences. For example, an analysis of the existing wholesale network for a specific 
industry in the Slovak Republic, and comparing it with networks in other market economies 
could suggest sectors where such "chains" should be encouraged. Such sectoral studies would 
allow the Slovak Republic to benefit from existing experience in other market economies 
rather than creating a false need to "re-invent" this experience. This could contribute 
significantly to a more successful privatization process. 

The intent is to use advisors with international experience in market economies to resolve 
these differences and to suggest approaches likely to achieve a competitive, privatized 
economy. It is suggested that such advisors work with the founder Ministries and the SMOP 
to identify crucial policy differences involving competitiveness and make suggestions to 
resolve such differences drawing on experience in other market economies. 

4.3 Foreign Investment Promotion 

The Slovak Government Agency for Foreign Investment, in principle, has the responsibility 
promote and attract foreign investment by engaging into a wide variety of promotional 

activities. These activities should include production of attractive and informative brochures 
about Slovakia and laws relating to foreign investment; establishing foreign offices to 
disseminate this information and establish relationships with potential investors; attending 
trade fairs, conferences, and seminars to educate potential investors about Slovakia; forming 
a one-stop investor office in Bratislava to assist potential investors identify opportunities, 
negotiate deals and make their way through the maze of laws and regulations; and working 
actively with potential and actual investors to help them make their investments successful. 
This Agency should also coordinate with Federal promotion offices as well as with individual 
departments within the Ministries. 
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It is important to the success of the privatization program as well as to the foreign
investment promotion efforts that the two have some degree of coordination. Potential 
foreign investors will look initially at existing enterprises, and they should be assisted in this 
by the foreign investment promotion office. This means that the investment promotion
office must be intimately familiar with the privatization process, and with which companies 
are available and receptive to foreign investors. It must also know what the priorities,
preferences and views of the sectoral Ministries and SMOP are so as to combine interests 
where appropriate. The investment promotion office should follow up all contacts with 
foreign investors to develop additional opportunities outside the privatization process. 

A task of this project should be to help create appropriate links between the privatization 
process and the foreign investment promotion process. To the best of our knowledge, these 
links do not at present exist. It is recommended that advisors work with the investment 
promotion agency to assist in identifying potential transactions, and work on them effectively. 

It isclear that the linkages between the SMOP and the foreign investment promotion office 
as well as the interest shown by foreign investors will suggest areas where training courses 
might be developed by the Slovak Government to cross-train employees who lose their jobs
as a result of privatizaticn. Early attention to this potentially explosive issue may prove
 
essential to the success 
of the privatization program. 

It is recommended that advisors be provided to work with the Slovak Government Agency
for Foreign Investment, the SMOP and the founding Ministries to help to harmonize their 
activities, including calling attention to opportunities which offer new employment potential.
In addition, sectorial studies and regional analysis focused on identifying sectors where the 
Slovak Republic has intrinsic competitive advantages would also be helpful in identifying 
sectors with new and long-term employment potential. 
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4.4 Work Plan 

The work plan for these activities is presented in the context of work that is recommended 
for completion in Phase I and work that can be deferred until Phase II. 

1. Assess Enabling Environment. 

It is estimated that no more than 120 person days are required to conduct anin depth review of the legislative, regulatory, administrative (such as standardsfor valuation) and other environmental issues affecting the efficient operationof privatized companies. This review should be undertaken as soon aspossible in Phase II, because it is absolutely crucial to ensure that privatizationis more than simply changing the ownership of inefficient enterprises. 

2. Harmonizing Differing Approaches. 

It is estimated that 60 person days would be required for a review of policydifferences related to competitiveness. The first step should be to examinethe issues that have already surfaced between the Ministry of Trade and theSMOP. It can be expected as the process matures, that other differences mayappear which could also benefit from such objective consideration. Thesedifferences should be handled on an ad hoc basis. CzechoSlovakia has almostuniversal consensus in favor of Privatization. but voices are beginning to beheard in some of the founder Ministries that the quality of privatization needsmore attention. It would be helpful, therefore, to deal with policy issues whichbear on competitiveness as they arise to aensure successful overallprivatization process without slowing down the process. 

3. Foreign Investment Promotion. 

This task could be accomplished within 60 person days. Twenty person daysshould be spent in Phase I to provide immediate assistance in evaluating andimplementing promotional activities to encourage foreign investment in theremainder of the First Wave and to prepare for the Second Wave. Theadditional 40 days would be devoted to review how the promotional activitiesare progressing, and to suggest and assist in the implementation of 
modifications. 
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PERSONS INTERVIEWED 

Ministry of Privatization
 
Ing Jozef RIZMAN, Vice Minister

Vladimir HALAMA. Director International Relations
 

Ministry of Economy

JUDr. 
 Stefan LINDER, Director Department of PrivatizationViera BALAGOVA, Chief Department of European Cooperation 

Ministry of Trade and Tourism
 
Ing Anna JOSTIAKOVA, Vice Minister
Ing. Miroslav ADAMIS, Director Department of Privatization 

Ministry of Forest and Water Management

Ing. Mikulas MICHELCIK, Vice Minister

Ing. 

Dr. 

NOSKAY, Director Department of Privatization
Roman SVITOK, Director Forest Development StrategyAlexander NAGY, Director Strategic Department 

Ministry of Construction 
JUDr. Irena ZALESAKOVA, Director Department of Privatization
Ing. Jan HOFFMANN, Chief of Section

Ing. SUMICHRAST, Chief of Section
 

Ministry of Agriculture
JUDr. KUCHARIK, Director Department of Privatization 

Ministry of Transport and Communication 
Ing. Mikulas DZURINDA, Vice Minister 

Ministry of Industry
Ing. Marius HRICOVSKY, Advisor to the Minister 

34
 



APPENDIX 2 TRANSLATED PRIVATIZATION LAW 

35
 



ACT
 
ON THE CONDITIONS OF TRANSFER
 

OF STATE PROPERTY TO OTHER
 
PERSONS 

With commentary by Frantliek Faldyna LLD. 

CZECHOSLOVAK CHAMBER 
OF COMMERCE AND INDUSTRY 



relations and a%a maier of fact to (he abolition of all nnoipolislicsocialistic osvncrship which had originaled after Febru.ary 1948 in

C/cchoslovakia, when practically all property had Kcn inelfeclively 

nalionalizcd or collccliizatcd and in Ihis way all privale ownership
had been basically liquidaled. 

The scncc of the privatiation being under implemenlation is to 

r'store a sItrong 
sctor of private cntcrprcneurial sLhjccts and to 

dynami,,c throgh ils intcrmediary the development of national 

economy v,itlh Ilic pailiipation both of domestic and foreign capital.

The state owncrship dominating ,tofar must become individualized, 

it has iobe transferred from (he sphere of public law into the range
of private law or in other words it his to be transformed into private 

ownership, into thc ownctiship ol 
 oncrclc entrepreneurial subject. 

of privatc law ()nly 
 ilcs snjucls arc able to valorizc the
 
proprietary values at maximum as 
the effort of these subjects shall
 
cnsue from their immanct ownership and economic interest. 

The process of dcnationalization 
 and privatization in the 
./cchoslovaL, aflci-ocialistic economy is of demanding character 

both in terms of mallcr and lime, the privati/ation cannot beperformed simply once. mustand at It be cffcctcd progressively, 

within certain agcs, but as quickly as 
 i.sihle. The entire economicdevclopmtcm of ilic("FR ard its integration into the community fSubject 
ccnomic.ls ,.ksc,.I,-d tountrics in Europe and in the world shall he 

dclxnidcnt tin that tlchpmcnt.
The first lagi s:p ,nadc in the proess of dcnationali/ation and 
Irisati/ation ha% bcen effected by the Act N(o. 427/194X) Coil., m the
translA-it h titc wncshilm to some g(ds to othcr juristic or 
natural pe.,m,, (So call'd "Small Pri,atization AcI") by which the 
privali/iomn ol husiocss units in the sphere of scrviccs, commerce 
and produtiimir diltrent front agricultural production is being 
pcrormcd 


The furtli transluha ai|,llml Act is the Act of February 20. I'M on 
the cndiotis%(i it.miaf (if .tate: property to oather persons, currently 
called "larg I'riaizatih Act-. Ihis AI specifics the procedure for
the transhi i i tha titc prolrty into the ownership of domestic or 
foreign juriii- and nauial persons, as well as the conditions of this 

transfer of state properly to mentioned subjects for the purpos • Ientrcprencurial activity. 
h is beyond any doubt that juristic persons (others than the stale or 
stale organizations), as well natural persons who become owners of 
Ihe privalizcd slate property shall have a betier relation to their 
property in terms of quality and that shallIhey undertake their 
business in their own intercst, as well as in the interest of the entire 
economic development of Czechoslovakia. Unlike "small 
privatization" it can be also anticipated that foreign investors shall 
participate in 'the large privatization' in a considerable exlcnt. 

The Federal Assembly of the Czech and Slovak Federative Republic 
has passed the following Act 

Ii. 
PROVISIONS OF THE ACT AND COMMENTS TO THEM 

PART ONE
 

Matter and Extent of the Specification 
Art. i 

(I) This Act specifies Ih'zconditions of the transfer of state
 
property, 
to which the state enterprises, state banking institutes,
state insurance companies and other state organizations (hercinaftcr
referred to as -enterprise" only) have their rights (If nanagcment, 
further the conditions of the transfer of thcir propricary
 
participations in the 
 entrepreneurial activities othcof juristic 
persons, as well as the conditions of the transfer of state proprietary 
participations in these entrepreneurial activities, to ('/clholovak or 
foreign juristic or natural persons (hereinafter referred io as 
"privatization" only). 

(2) This Act shall be applied analogously for thc propcty of 
foreign trade companies and spcciali/cd organi/ation% o1 foreign 

http:ccnomic.ls
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trade and also for their proprietary participations in the 
entrepreneurial acitivitics of other juristic persons.(3) The conditions of the transfer of state property specified bythis Act shall not be applied to the property which be only thecan
ownership ofstate in accordance to constitution law or special Acts. 

Coin ~ nta y :obligations 

Commentary:
 

The subject matter of the so called "lair privatization" is njot deemed theComnayentire statepropery.It is defined accordingto the Act in terms of the subject and 

object of thissubject matter.
The property can be privatizedhaving been sofar in state ownership, if it is
subject of the so called "rightof management of state organization, paricularly 

of state enterprises and other state organizations of entrepreneurialtype the
management of which is based on principle of profit (md. state banking

institutes andstate insurancecompanies). The object of the privatizationcall be
both property values being managed by the particular enterprise and also

Propertyparticipationsof such enterprisein the entrepreneurialacitivity of other
juristicpersonis(shares,proprietarypartsetc.). The propertyparticipationsin the
entreprvleurialacitivity can be owned of course by 
state itself but even theseproprietay values are subject of privatization. The Act puts also the 

orgnizationsofforeign tradeestablishedaccordingto the legal defujitons of the
economic relations with foreign countries, to the level of the enterprises in theTehnof state organizations. 

7Tat state property cannot be privatized which is in exclusive ownership ofthe state in accordance with the existing constitutional and lower legal rules 
(accorgingto Art. 10 of the Constituion of the CSFR this refers particularlytominerals, basic energetic resources andsome otherobjects, mainly the propertyserving to the requirementsof the entirepublic). 

The Act does not apply mainly to the so called "nationalproperty" being in 
ownership of the state which are the goods, proprietaryrights of the state andproprietaryrightsof stateorganizations(Art. 64, Par.I of the Economic ('ode).

The privatizedproperty can be transferrednot only to Czechoslovak but also 
to foreignjuristic ornaturalpersons. 
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Art. 2 

The property of the enterprise for the purp)scs of this Act shallbe deemed thc complex of goods and financial means to which theenterprisec has the right of management and which arc its ownership 

as well as the complex of rights, other propricnaly valuc., andof the en erp r-ise. 

Coetyrth 

Propertyfor the purposes of this Actgoods (material objects), is defined in the way that it in ',i,fanarcial (monetary) al s but aoighit

enterprse (e. g. both immaterialgoods and also debts of the enterpriit).
 

Art. 3 

(1) The subject mailer of this Act shall not be the priipeCl.
which has to be returned to juristic persons by special rules of l,0.I IThe subject matter of this Act shall be neither the propcity whithas been transferred to the state after February 25, 1948 from (it,
ownership of churches, holy orders and congregations and tcligiow 
companies. 

(2) The property, to delivery of which a claim may oiginiI IIIfavour of a natural person in accordancc with specific i ulc,, Il 1.io%' 
can be used according to this Act only in case that ihes. t.InI.. Inot been applied in the specified term or they have been tict iti 

I) For example the Act No 298/1990 (oil. on Ihe modification of sonic plopticial), it |I.lno
of hoIl orders and (ongrcgations and of the archbishopric of (lomouc 

2) For e1am4le the At No. 403/1'90 (ott. the rehivig "'nscquenrcs "I stunion pUt1iict4I) 
injuries. in the wording of the Act No. 456/1990 Col 
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The provision of Art. 3 solves the relation of the Act to the so called 

"Restitution Acts" 
The "LalePrivatizationAct" does not apply before all, to the limited sphere 

ofproperty which has to belong to the churches and religiouscompanies which 
we deprived of the same by force and without compensation. Therefore such 

properly cannot be privatized which shall be returned according to the Act No. 
298/1990 Coil., on the modification ofsome proprietary relations of holy ordersand congregations and of the archbishopric of Olomouc, which Act is explicitly
referred oy the "Large Privatization Act". In addition, as subject matter of this 
Act is not deemed the property having been transferred to the state from the 
ownershipofchurches, holy orders and congregations and rcligioltVcompanies after February 25. 1948; the rcstitutuion of this property Shtll be
solved by a separate Act. 

The present Act neither apes to the property being subject matter of the so 
called "small restitution" according to the Act No. 403/1990 Coll.. on relieving 
some consequences of proprietary injuries, in the wording of the Act No.
456/19W) Coll. uicss the legitin' te natural person miode valid his claim in time 
or his"claim was not relet led). 

Ail. 4 

The property can neither be transferred according to this Act, if 
it has been proposed aid classified for the transfer of ownership to 
other juristic or natural persons according to special rules of law 3 ),
unless it has been decided that according to these rules of law the 
property shall not be classified for inclusion in the list of businessunits designed for transfer or that it has been excluded from this 
list 4 ), 

Commentary: 

The special rule of law to which Art. 4 refers is the Act No. 427/1990 'ol., 
on 0t transfers of the state ownership ofsome goods to other juristic or natural 
persons, in the wording of the Act No. 541/1990 Coil - the "Small Privatizations 
Act" which precedes the large privatization in terms of the matter aund time, i. e. 

under conditions specified in that Act. In this reSpect it is rtferred to the 
respective Acts of the CNC (Czech National Council) No. .500/1990 Col. and 
of the authorities of the Czech Republic or Slovak Re'puliii "q' in the i tters 

of the SNC (Shn'uk National Council) No. 474/199) ('ol., onl the co'nspetendC,of th eau t te o w Czn Rlithe to nat ir e ter s 
of transferof state ownership ofsome goods to othr jun tW ,1' tlJttrwnis 

PART TWO
 
Privatization projects
 

Art. 5 

The transfer of the propcity according t) liis Act shall be 
exercised in conformity with the appliocd piviti/mioniloect of 
the enterprise or in conformity with the allpIo'cd piivatltaliOn 
project of the state property pailicipllinn in ciicpictnictial acli.ily. 

Commentary: 

The Act distinguishes between two kindA o] piri titaltllo p/iJt Is ht hIllIf %hal 
be elaborated in respect to the pivati:ation iiath individual Case. he 
difference lies in the ownership charakter oftthe performed transferj,,m the' Vlate 
ownership into the ownership of juristic or natural, (ZehoAilova oir foreignpersons. 

Art. 6 
Privalization Project of ftit Enftrpriise 

(1) The privatization project of thc CliciNC N.1 blICCiMcd .1 
complex of economic, technical and proprictaty thl.t, dt.l-i txpt .ssct 

in terms of time and other data and it sh.ll iitnhdth 
a)the name of the enterprisc and =thwdifililh m "I lhc' 

property assigned to privatization according to thi, ipoi(C I 
(hereinafter referred to as prival.,d ropciy" onl), 

b)data on how the state had acquird the iivli/vi' piolicly) 



c) definiton 0
of property being unusable for entrepreneurial 

purposes (e.g. uncollectible claims, unusable production
essentials and inventories), 

d) evaluation of the privatized property, 
e) the way of transfer of the privatized property ind. the 

settlem ent of the claims of legitim ate persons, 
f) the difinition of the legal form of aease of its fo unda tion,e commercial company in 

ncase of th foundationg) in ease of the foundation of a joint-stock company the wayof the distribution of the share-%the a.counts of shares 
and/or the kinds of shares, as well as the data on whether 
and in what extent the investment coupons shall be used,h) in case of the sale of the enterprise its form, determination 
of its price and conditions of payment, 

i) in cases under Art.shares of the privatized Par. 3 the determination of theproperty in accordance with Art, 

11, Par. 4,j) the way of transfer of industrial and intellectual propertyentrprseInthes riht ae p,:,ertyfthnegotiated with the Federal Office for Inventions, as far asthese right are pr.perty of the enterprise, 
k) time schedule of the implementation of the privatizationprojctc of the enterprise. 

(2) The privatization project of the enterprise can include along 

a) recommendation regarding the subjectareommendation regigth 
matter or the 

entrepreneurial activity, shighly 

3)The Act No. 427/1990 Coll., on the transfer%of the state ownership of some goods to other 
jurstic or natural persons, in the wording of the Act No. 541/1990 Coll. 
4)The Act of the CNC (Czech National Council) No. 500/1990 Coll., on the competence of theauthorities of the Czech Republic in the matters of transfer of state ownership of some goods toother juriic or natural persons. 

1b) information regarding the persons showing interests in
purchase of the enterprise or in the parficipation in the
foundation of a commercial company with thc use of theproperty of the enterprise or purchase of the shares of a 
newly established company,
c) da ta b e c o m a n yp 

c) data rponi e i presentma and the 
d)information on the number 

n the th et anticipated position of 
of staff and structure of itsqualification. 

(3) The privatization project of the enterprise can affect a partof the enterprise or the entire enterprise or the property of more 

enterprises. 

Inn1,the provisions of Art. 6 of the Act the pivatization project of the enterpriseandits contents are defined andit is to be elaboratle if an enterpriseor its part 

has to be privatizedL The enterprise in accordance with Art. I is understooLbefore al the state enterprise.
Par. 1 of the cited provision theta te citer oeq obligatory requirements of thenprivatizationproject of the enterpriseare specified. Every privatizationproject ofthe enterprisemust comply with these requirements.

In Par.2 the facultative requirements are enumerated which must not beinvolved in the privatizationproject of the enterprise,nevertheless thty shall be 

mostly involved as they shall be usefull for the privatization and thty shall besignificantfrom the point of view of the future entrepreneurialactivities.As a rule any enterpriseshall be privatized as a whole, however, only its pall 

can be privatized (plant, business premises etc.) or the property of moreenterprises can be privatized at the same time. 77tis shall be dependent oil the 
particularcircumstancesofeach privatizationproject of the enterprise. 

Art. 7 

() The founder and/or the establishing subjcct (hereinaftcr 

referred to as "founder" only), to whom the proposals of theprivatization project of the enterprise shall be submitted, shall be 
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responsible for the claboration of the proposal of the privatii/ation 

project of the enterprise. 
(2) The proposal of the privatization project of the enterprise asa rule shall be elaborated by the cntrcprisc which is concerned bythe privatization. If the proposal of the privatization project of the

enterprise is elaborated by the founder or by a person different from 
enterprise, the founder shall require the standpoint of the enterprise 
to the proposal 

(3) The founder can impose upon the cntrcprise the elaborationof the proposal of the privatization project of the enterprise and can 

set down an adequate term for it.(4) The enterprise shall inform the competent labour union 
organ about the proposal of the privatization project of the 

enterprise. enter riseof 

Commentary :The responsibility for the elaboration of the proposal of the privatization
project of the enterprises lies with the founder to whom the proposal must besubmitted. (The founder of the enterprise is the competent central or regional 

authority ofstate administration).As a rule, the enterprise shall elaborate the proposal itself, even though it is 
possible that the proposal ofprivatization project is elaborated by the founder of
the enterprise or by atother person (to an order); in such an instant the founderis jobligedto require the standpoint of the particular enterprise to the proposal.In the interest of the safeguarding of the privatization an instrument is
enshrined in the Act for the founder of the enterprise which enables him to 

impose the elaboration of the privatizationproject withinshall depend on concrete an adequate tern.circumstances (oil the size and complexity of the

It 
enterprise, on the extent of the prepared privatization and the like) which term, isto be heldfor adequate. 

The cooperation with labour union organization is effected in that theenterprise informs the competent labourunion organ about the proposal of the 
privatizationproject (however the approval ofthis organ in not required). 

At. 8 

(I) The founder shall evaluate all submitted privatiatorn
projects of uheenterprise and shall submit them wilh its own
.tandpoin without unnecessary delay, to the approval of 

central Minity of state adminishtation , 
b)compcnt authority of state adminisratiitRepublic in all other cases. of the

(2) The founder shall submites.ivatizatitaalso the proects il( he e ounder a r I alo whca s o ccl. 
the cenerpriseunder Par. I hereof which has not heni
recommended by the founder for implementation, with its reasoning 

its standpoint. 

Commentary: 
The founder is not anr approving body; his task is to ei'aluate the submitted

privatizationprojects of the enterprise (from the wording of the An. 8 it ensue.%that more proposals of privatization projects can be elaborated regarding the 
givea encrprise)and afterwards to submit them together with its standpoint tothe FAfF or to the competent atuthoriy ij the state udministrationa of the 
Republic. 

AM 9 
Privatization Project of the State Propcrty Participationin Entrepreneurial Activity 

(I) The icdcral (LIitil .ulhtioity ti %aile athn iti:Aratiu:: 
performing the rights of %tate regarding the propcity fiticipationil
in the entrepreneurial actiity of thc juristic persons shall bc
responsible for the elaboration ol the privati/ation projccts of ihcscparticipations during the term sc dtown by the (o'crnifincii of ihiC/cch and Slovak edcralic Rcpublc and hall ubmil h sanc , 

the"|Fcdcral Ministry of Finance. 
(2) The authority of stalt. adninioltr1lhlao ol t Rcltoblic of tIII 

municipality performing tie right%of stat rcgaiding ite iopicl.t11
paricipaions in hL cntrcp tn eul :.l a .i lsiyof ith Iti lc pcrsnnsti~ 



14shall be responsible for thc elaboration of the privalialion projectsof these participations during the term set down by the Government 
of the Czech Republik or the Government(hercinafter referred as of the Slovak Republicto "Governments of the Republics" only)and shall submit the same to the competcnl authority of state 
administration of the Republic.

(3) The privati/ation project of the slate proprietary 
participations in entrepreneurial activity (hereinafter referred to as 
"privati/ation proicct of participation" only) shall include adequatelythe requirements of the privati/ation project of the cntcrprisc. 

(4) The proposal of the privati,,ation project of participationshall be principally elaborated by the juristic person who is
concerned. The proceeding under Art. 7 and 8 shall be applied
adequately. 

Commentary: 

Except of the privatization projects of the enterpnscs the subject matter ofwhich shall be the privatization of the enterprises (of their entire or partialproperty) the furthcr type of privatizatiotnshall be the privatizatiot of the state 
property participation. To this purpose the privatization project of the state 
properl, participation in the enterprennettrialacitivi, shall oe elaborated. Thatprivatization consists in that the state participations in the already existingcommercial companies, mostly joint-stock companies, shall be transferred intothe ownership of private pers n v.It these joint-stock companies the holder of
the shares pertaining so far to tie state 
shall be the tomptent authonty of thestatc admilivtration. 7he privatization shall be effected by sale of the shares. 

The activity and compttce(, if theelaboratiotn authorities being revponsible for theof this kiatli of vmtrahization projects and approving the same isspecified in the Act sinuilarh, a%in the ase of the priratwatiion projects sf theettIerprises; all udequate valit,hiyof the prot'isiotns givel for the privatizationprojects of the elterrisci is set dowt also for the requiremenlts of the
priltatiZatio, projects of the parricipatiot v of the silbjects. The same applies for 
the cornpetence and proctire required for the elaboration of the propos'tl of
the privati:atol,proic t of the paricipation. 
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Art. 10 
Approval to Privatlzatlion Projcts 

(1) The privatization project of the enterprise and theprivatization project of the participation shall be approved and 
published by 

a) the Federal Ministry of Finance, ii this is the houndet (lthe enterprise or ifthe rights of the state regarding the
 

property participationsperformed by the of the juristic persons arefederal central authority of the state 
administration, 

b)the competent authority of the state administration of the 
Republic in all other cases. 

ot the Governments(2) The Government of the Czech and Slovak Federal Rep'_blicof the Republics can reserve the right ofapproval of the privatization project of the cntcrpuis and the 
privatization project of participations.

(3) The privatitation project shall require the approval underPar. 2 hereof, whenever it is the case of direct sale except of public 
competition or public auction. 

Commentary: 
The privatization projects shall be approved in accordance with the principleoffederative organization of the state either by the Federal M onistry of Financeon the federal level or by competent authority of the state adtninistlation of thiRepublic on the level of Czech or Slovak Republic (by eonnttent Atimnstrt' ]or 

Privatization). 
The Federal Govemnment or (;o'vnuments of the Republics art cn:tle toreserve the right of approval to the iorresponding privat:arion project. Ilzteapproval of the competent Goverlnent is IlCCeSAaur tatlt t'hUslih in Wiheprivatization in accordance with the privatization pruijct is cff' ted bY Ilirect %ah

without public competition or public auction. 
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PARI THREETransition of the Privatized Property It) Funds 

alid thei. 
 Jsc of the Funds Property 

Art. I I 

(1) Inenterprise onformityfounderwith the approved privaii,ation project of thethe shall wind up the enterprise without 
liquidatior. or it shall excerpt part of the properly of the enterprise.

(2) In case.s when the founder of the enterprise is the federal 
central authority ol the state administration on the date of the 
transion the privati/cd properly shall transit to the Fcdcal Fund

Sthe National Property established by this Act according to Art. 2')(hereinafter roperlr only) ond to as bundupherenterp the date of the winding 
up 

r 14)as -Fund" nly)Ohdate of the prwindinfingof enterprise or' theon date of the excerption of part of its 
property. This shall not apply to the cases under Art. 42.(3) If the founder of the enterprise is the authority f stateadministration of ih" Republic or a municipality the piivati/cdproperty shall trarnii to the Fund of the National Property of the 
C/ech Republic or to the iund of the National Properly of the 
Slovak Republic (hercinaftcr referred to as "Funds of the Republics"only) on the datec of the winding up (if the enterprise or on the date
of the ate of wuds theofthe excerption Of Payt of the r eubteIf its property; the Funids of he Republicsshall be clal)lishd by Acis of National lhouncils 

(4) To the competent Fund of the Republic the following items 

shall transit under Var. 3 het uf:a) that part of i)riati/cd properly being located on th. 
crritory of he appropliale Republic,b) financial mt'ans and property in icrmsi of rights and

obligations according to the localions of that engani/aional 

compontnt of the enterprise wilh thc atisil) of which 

t~hse right%and Obligation%art" conni~cccd,c) financial means an I propcty in teints ofl ight. and
obligations being not connctictd with the acti',ity of anm) Of 
the organi.attuonal (cOi accordingcl lis to the sh.trc 
cnsucing from the %,alucof thc privali/cd lptioJt'lty which 

has transittcd to the corresponding Fund of the Repulicunder Letter a) and b) hereof. 
(5) Prior to the transition of the property according to Par. 2 

and 3 the enterprise shall dispose of the parts of unuseable property 
(Art. 6, Par. , Letter c)) according to the approved privati/alion 
project. 

(6) The founder shall not excerpt a part of the property of the
enterprise being formed by the rights of industrial of otherintellectual properly or to which these rights arc linked (Ar.6, Par. 
1, Let. j). These rights shall be transformed by a contract. 

(7) If the cnmire property of the enterprise transits to the Fundand/or the Funds of (he Rpbulics, the foundation of the 
commercial company or the sale of this property shall coincide withthe winding-up of the enterprise without liquidation.(8) On the date set down by the approved privatization projectof the participationsodmth ipati onpation the federal central authorityth nfer n t s ri of thethese o g state e 
administration shall transfer the rights concerning theseparticipations to the Fund and the authoritics of the stateadministration of the Repuullcs and colmnities shall do the sa 
to the corresponding Fund of the Republic. 

Cmetr 
The privatizationprocess is composed of two stages and ati:the first onie t.the de-nationalizationconsistingin the transition of tie properyof the privatized
enterprise to the competent Fund, the second one 
 is the privatization it.s'lfconsisting in the transition of the properly fromn the lnizl t, the suilt is o 

private law, i.e. to juristicor naturalpersons.
 
n 
addition the individualprivatization methods differ In other eipects, e.g.in the sale of the enterprisein contradictionto the "cetponsInethod" and in thestatus and the finetio, of the fininder and of the f hninli sueztng from that
 

distinction.
 

The first step is represenated b)y the the entqmn1,winding up oj i$tt1CuIIliquidationor by exception of part of tire privatized ProPet., if the 
 e'ztaPn'w
which is effictd by tire founder In harnnony with Ie U;e, cla nlittatit'l 
project of the enterprise. 



18The property of the wound-up enterprise or the excepted property beingprivatizedtransits to the relevant Fund (Federal or of the Rebuplics) establishedby this Act orby the Acts of the National Councils. 
hi case of the sale of the property of the wound-up enterprise the winding up

of the enterprise shall be effected b'Y the decision of the founder asd by the
transitof this property to the Fud illthe moment whet the Fund as the sellingparty concludes the purchasing contract with the purhuaser. There exists
therefore an immediate link-up ilterrni oftime. 

The Act respects three types of slute ownership, i.e. the owliership of theFederation, ownership of the C'zech Republic and of the Slovak Republic.
Therefore, interms of competence, the Act hail to divide the transition of the
privatized property to the Funds of the Republics itrelationa to the (Federation)Fund 

It has to be stressed purticulurly that also the rights of industrial and otherintellectual property (rights ensucing from inventions, improvement suggestions,
industrial designs, kniow how but also trade marks and certificates of orin,copyrights etc.) form the part of the privatized property. The founder ca,notdispose of the rights lirked with the enterprise. These rights are transferred by a 
contract between the seller and purchaser. The founder particularly cannotexcept these rights similarly as
privatization; such 

a part of the property of the enterprise assigned toa part it transferred by a contract uad in this way the rights 

are protectedThe temporal co.n14idtne (ctininediat- linkage ins termrs of time) is the"t'ditionrequirederresst.Ii..l b' the Act for the case whee the entire property ofthe enterprise bei ,gwound ii titsana hliquilationa tranasits to the Fund for the purpose of tile sale of tie% priet'per, investment ill a commercialor for its 
company 'ring under estahhih,a,tl 

he ase of the prilati:at,,.a Pt.o t of a state property participation thetra, ter of the correspondingrhilt. i eff'cted by competent state administration 

itthorities of the 
 Federation, a l.t Rtl'stpli s. or of the munlcipahty to the 

respective Fund. 

Arl. 12 

(I) The patlt Ily tit Ihe lund ntl the Fund% (af he Rcpublic.s
(hereinafter rcic rrtd t .it%"unt" tnly)ha l o1irll iJa Jlastof the 

state budgets and it can bc 
1 
used for Ihe purloses specified by thisAct. 

(2) The property of the Funds can be used in ctanl0nity with
the approved privatization projects for the fohllwing ways of 
privatization: 

a)to the foundation of a joint-stock tit ther commercial
 

company5) and to (he disposal of (he properly 
participations in ihesecompanies, 

b)to the sale of the properly of (he entceajise ot itspast,
c) to the transfer of the privatized properly to municipalities, 
d) to the Iransfer of the privalice.d property for the purposes

of pension and health insurance. 
(3) For the use of the property under Par. 2 hcrcf (he approval

according to special rules of lawi) shall not bc requircd
4) The claims of the persons Icgihiimac accoiding Co %pccial

rules2) may be covered from the pro)lcry of ilic l-u,,
5) The property of the Funds may be uscd bor tielfullaicill 

the obligations of the cnetrpri 
il 

cs carm-arkud lips jiu.ati/it -


Commentary: 
The Act precisely specifics the" ndcs Jor t s:la/ujaa,'Jsheali/,aq. at, ,c, 

by the respective Flld during the prhBefore all, it hus atzaton i i t'%%to be tloled that it hantIlhatatt,,t , /thl, hlvt aiprinciple the priperty of the Filed is taparattil 11411 t/lt, ttltw /,-,..,'ttoj i/,Federationa aird the Republics ). 7h. statc properiy It t raln],J.,al -,, the" 'oai-rui
of Faa11i whit h are lUnrttt Persain %cparatcd Insis tiW %tal, lit, tltat ha% it,
right to interfit, titit propesty oftl t"im, 

Oin the. other hatd also the h'tildtray lt/,,,,. t,] /it,, /i,.,ll,,ot,.i
only for the puirposes eiineratielysal Ifi'd itit 1 1 (.,' 
print itull,not evet 

ti.. /1th1,t 1iapo.. 
the entreprehuetiualp;poit .a ailt ,, atd 

if 

(olliacatii t/a the pi|attoli, tit it t/ia lrpa.aa'..caallt aitt- ii wl ' the" IA 
On the first plate the Acttptija il titli-In . 'ar 2 /,Iuttt ,ilVt i 

privatatioiinra aa/an'i111t/itias aJ(ptraatl ltaltu:to a j1, 1laFor it( i t the polarr fartvraltltolau l l lttI),,,ltl t tt allla, atallgttl')pet'tal hagal ndit-' it r iil 'rd. tatll.l t Iilt, attl a ait/i Ih" -I, ,,# 

http:erresst.Ii


173/1988 Col., 20 on enterprise with the foreign property participation, in the 
wording of the Act No. 112/1990 (for the investment of the privatized propertyshare into such enterprise). 


There are two e.xceptions from the above mentioned pnovatzatun 
 purposesstated by the Act. From the property of the Futnd the claims of personslegitimate according to the "Restitution Acis" can be covered (e.g. according to
the Act. No. 40./1990 Coll., on the relieving consequences of some proprietaryinjuries,in the wording of the Act No. 456/1990 Coll.). In addition, the properyof the Funds can be used for the fulfilment if tile obligations of the enterprises
being earmarked for privatization; but even this case is related to the 
privatization. 

Art. 13 
For the sale of the property of the Funds n) preferential

treatment can be given. For the sale of shares only preferential 
treatment can be given which is admitted by the Act on joing-stockcompanies. 

Commentary: 

During implementation of the privatization the principle must be respectedthat all persons showing interest and acquirers have equal position so that no 

one should be subject ofpreferential or disadvantageous treatment.
An exception is only the preference treatment ensueing already from the
eristingrules of law regarding certain groupsof share holders in the present time,
as this is made possible by the Act No. 104/1990 Coll., on joint-stock 
companies. 

-5)Thc Act No. 104/1990 (nll. on Joiln-stock companies 
The Act. No 109/1990 Coll. |uconomic Codc. in Ihe wording ot ubsequcnt rulcs of liw6) 1hc Act No 173/1988 Coil. on entcrprise wilh the foreign prompny participation. in Ihe 

wording ofheAct No 112/1990 
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1 

(I) The Funds shall accomplish the sale of privaiiied property 
on the basis of a contract concluded with a buyer or in a publicauction. If the sale is accomplished in public auction, an adequate
proceeding shall be used as for the transfer of the stale propeity
according to special rules of law 3).

(2) In case of investment of privatiiz.d property in the basiccapital of the commercial company the inFunds shall proceed
compliance with special rules of Laws). 

Commentary: 

In cases ofprivatization implemeted by the sale of the privatized property theFunds (Federal Fun4 Funds of the Republics) shallperform such sale either ottthe base of purchase contract where the Fund is the seling part), und therespective person (juristic or natural person) is the purchasing party or in the
form ofa public auction. 

If the sale takes place in a public auction, it shall be proceeded iln 
compliance with adequate use of special rules of law being applicable for thispurpose and which are referred to by the "Large Privatization Act"question of the Act No. 427/1990 Coil., Thu is thon the transfers of the state property ofsome goods to other juristic or natural persons, it the Wording of Act No.
 
s4111990 (Small Privatization Act).


If the way of privatization is used which is based on the invcestnent of tht
privatized property in the basic capital of the commercial company 
 the Fu,,dsshall proceed in compliance Kith speciul rules of luw regarding it
establishment of commercial companies or regarding the property paricipatin 
in these companies (in the present time the Act No. 104/1990 Coll., on joint.
 
stock companies and the Act 
No. 109/1964 Coll., Economic Code tit th;
worduig ofsubsequent rules of law). As a rule, it shall be a joint-it-ck t-ompa.
 ,,orprivatecompany limited by shares where the respective Fund shall be the otlyfounder or the onl, partner. (It shall be either anlinvesinent ilao the capital 
stock of a joint-stock company or an investment into the basic tanptal 0/ ,
privatecompiany limited by shares). 
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Art. 15 


(I) By the sale of the privaticd property or by its investment inthe basic capital of a commcrcial company Ihc ownership of the 
goods as well as other rights and obligations linked with the
privatized properly shall transit to thc acquirer on the date on which 
the contract has come into effect, 

(2) In all other respects thc transition of the financial claims 
shall be governed by the legal adjustment of the cession of claim inaccordance with special rules of law7 ). 

(3) For the transition of the obligation an approval of thecreditor shall not be required, however. the Fund shall quarantcc by
its property the fulfilment of the obligation of the acquirer of the 

privatii~ed property. 
(4) The acquirer shall notify the creditors of the acquisition of 

the obligation without unnecessary delay. 

Commentary: 

The legal consequence of the sale ofprivatized property or of investment of 
this property into commercial company is the transit of the ownership to thegoods (material objects) to the acquirer. Similarty also other rights and liabilities
transit together with the privatized property (proprietaly rights, rights of labour-

law relations etc.).Regarding the transition (cession) cif a claim he Act refers to the existing 
special riles of law which are - for given consequences - the corresponding 
provisions of the Act No. 40/1964 Coll.. Civil Code, Act No. 109/1964 Coll.,Economic Code, in the wording of subsequent rules of law and At t No. 
101/1963 Coll., on legal relations si intenati,,al trade ((ode of Intenlatinal

Trade). 


2) &ccpaijc 5. 3)3cc page 7. scc pagc 17 

7)1Tc Act No 40/19(A4 Coil. ('uvil (odeI'c AtI No 1IM/194. ('oil. I*onomc (odc. in Ihc wording ot'subscqucntl rulcs tit law"Ihc Act No 101/1%3. (ot. tin lcgal iclalon$ in Inlcrnttaional Iradc (('ode ti InlcrndlI,)ndl 

'rade) 
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A.ectal provi.ons are included in Arli. 15 of the Act r' garding the transitionof obligation (debt). To such transition no approval of the creditor (whichapproval uses to be obligatory in other cases) is required, however, this is
replaced by a legal guaranty because the Fund guarante,'s by its prlperry thefitfibnent ofthe obligation by the acquirer of the pfivatizc'dprop rty. In addition
the acquirer has the notifing duty which he has to fulfill withouit tilecessary 
delay. 

Art. 16 

The rights of industrial and other intellectual proierty shall be
transferred on the basis of a contract concluded between the 

acquitcr and the enterprise. 

Commentary: 
These rights including the rights to iaventors iproleineias"U3pc'sits andindustrial designs, copyrights, rights to itnatt'rialgoods, as are the trade friarkI 

or certificates of origin, are of absolte ,harat,'r andl are halnAed with the 
,'ttemns,. 

Their tral sfvr, particularly for the ','allso of th'irt',4 ltiitin1 nl anmld itabroad, is ,'fft t'd only on the basis (p/ a ontract bet,.en i i'e ,:tiblg 'nt'rns 

and the acquirer,. while this contract i onchd,'d wltt,,u~luith thltwindig-up of the enterprise and with tih signatur' of th' purt hai. 
1 
,otrat 

wuh the effetedproperty irtit in,. 

Art. 17 

The lights and ,llligJlii is of t hI c lc l ipi c c ititcilig 11411i 
labou law relations Io the cniilhycc.s (if the cncririi ito it­organi/alional coinponcnt. which arc coiccrncd by the pli.alialiti. 
shall transi to the acquiicr. 

('nmmenttary 
'h' traitin of the rights and tbligain poil, lalIou, lao 

r,'latu,, is subj,' t of sp,'cial provisio. as fIhi I abour I aw ("Oto these case%. 7he provision of Art. ,,,edoes iot appIl.17 t,('r,'t mihnits'itmb. ,otomits' aml 

c 



24legal security of the employees inthat the mentioned rights and obligations aretransferedgo the acquirerwithout being changed in respect or their contents and 
elent. 

Art. 18 
If all the property of the enterprise is being privatized undunless otherwise ensues from the contract or from the legal

operation by which the property of the enterprise is being investedinto the basic capital of a commercial company, the right of use ofcommercial name of (he enterprise shall transit to the acquirer.
unless this is in contradiction with the Actcommercial 	 specifying the use ofname. This transit shall no(be prevented by a change ofthe complement of the commercial name specifying the legal form 

of the enterprise. 

Commentary:
As far as all the property of the wound up enterprise is beging privatized thetransition of the so called "commerripl name" (finn's name) is also taken intoconsideration; itrepresents a special right to immaterial goods, nevertheless withcosiderable proprietary consequences. (mainly if a well known furn has atoutstanding image and a large clientage due to this fact). This proVisiona istherefore set on the basis that also the authorization to use the commercial
name (f-irm's of the existing enterprise is being transferred to the acquirer. unless
this is in contradiction with the Act specifying the
mainly if consumers' deception 	

use of commercial lame,may occure. (The revision of provisionsregarding commercial name or furm's name shall be inchded in the newlydrafted Commercial Law Code). 
The commercial name (firm's name) does not transit to the acquirer of theentire privatized property in case, when this does not ensue from the contract orfrom the legal operation by which the properry of the enterprise is inv:'ste'd into acommercial company (which means t t the mentioned contract or legaloperation can specify this matter differently).
The transfer of the commercial 'name (im's nlame) shall not be preventedby a change of the complement of the commercial name specifying the legal 

form of the enterprise (e.g. 2Sthe change of the indi'ation from "sp." (stateenterprise) io "a.s." (joint-stock company). 

Art. 19 

(I) The Fund shall transfer and the acquirer shall take over thegoods included into the privatitcd property on the date on which thecontract has come into effect. A minutes of it shall be made and
signed by both parties.

(2) 	 With the transfer of the property the acquirer shall assumethe responsibility for damage of these goods as well as he shall 
acquire ownership of them. 

(3) For the acquistition of ownership ol ininiovable assets aregistration according to special rules of law shall he required 8). 

The material transfer'Commentary: and ac eptant e of the good il h d theed into
Privatizedpropert) is effected by a rnilutessignedby
), the Fund and acquirer.This moment is very imporalit i11terns lpf the ioninent of the trUnsitiothe liabilities for damage, as 
oJ

well as qf the ownership of the transferredgoods.The transition of the liabilities for damage is undersioodin that the acquirer ha3
any right to require the compensation of the damage from 
 tnc Find, when thedamage is specified as a loss, e-tctinction or detenoratim, of the goodsconcerned without taking into ionsiderationthe reasons of the datmage. unale'sthe damage has been caused by the Fund.The ownership of immovable assets trantss only uasa iotequetwc of theregistration which is required for the validity of the respective legal operati.The registration is effected by the public notary office accordhng to the Act Nei.95/1963 Coll.. on state notaries and proceeding before the state notaries, in thewording ofsubsequent ntles oflaw. 

Art. 20 
(I) In the minutes of the trans.fcr (Alt I'), Pa 1) the ou%%ingand defective goods shall be quoted tItilc,. oilhc-i %(Iittld ill11c 

contract, the missing goods shall be tlcclcd Iho.ue thing%not hi.a1ing 
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been transferred to the acquirer, even though they have t be ar ofthe transferred 
property accordingestimating the defectivenes to the book-keeping. Whenof the goods it shall he taken intoa cco u n t h o w th ey a r c a ble to se r ve for h eopera t i o n of the 

enterprise and hos4 long they have beer in use according to thebt)k-kc ing ., 

(2) 	 Unless o(hctrwisc settled in the contract, the acquirer shallapply for adequate price rebate of the missing or decectivc goodsincluded into the minutes of the tranfer.(3) The acquirer may apply his claim for price rebate regarding 

the obligations which have been transferred upon him and havebeen entered into book-keeping. not 

Commentary: 

ia th e m i utes necessary to quote 
of 
the 

the truansferofgo d included inthe p i t tzdpppf ery iscttitis
nissing anad defective goods, while this is processed 
according to the book-Accpig or onthe basis of the etimation of the abilitdefective goods to serve dalting the fture 	 , ofoperatihu1sfogfinst-couon.r.pTiheacquirerhas the right fir ad'quate indenmnificati n for the taiMing and defctive 
goods, tltlless otherwisesettled by'the panics itthe oLt.lr
The acquirerhas the right for rebate also regarding those- obligautons incl.debts which have been tranferrcd aipot'abook-keeping. For their Upplitatio 

him anad have not beena entered intothe respective firfeitire terms according to
the Civil Law ('ode, Economitc Colde atd In'tntatioal Co naerce Lav Code 
are pp licable. 

All. 21 

During the Itanslcr of the goods and the preparation of theminutes of tic transfer the Fund shall be represented by lerson,authori/cd on the date of the winding-up raf the encrteric oirtheeXception af pi.art of the tir(ilcity ti the enterariseof the CnterprisclDuring (it act il behalfathis acitivity ihc,,c persons hall be­responsible to the Fund. 

Commentary: 
27 

prpration of ts the Act states thtthc preparatina of the tninnt~ the 
mg Ih(. jail ,jetet erp ri se bei g wou d - p, the stutaaitestatutay orgain oror of ti a ete qrinfr au: atl ah c l lrt at lr 1Ithea..tf / 

ponis fog t:cept ,dar atung'spautastbh flt th ir cati' i,oth F onbhalf of t,. tail,uat,und ja brhalJ ia/i, I th'a I,I. ,t1a'J a ,11W .a,, 


IvesttCtt
PART FOURot t 

Arl. 22 

(1) The investmet coupoll (laeaeifiltOnly ) for he purpops 	 aelciacl it) as Xoujaaaiahi A t ( ha ll ic d t l t b c i tl 
oitnl rted pupe oin ill bCna lgtn to be( iL aits 
specified for sale against coupoanh.The tultn Aitl aec saand e tTc a
untransferrab 	 llcand the rights atached Ic ,tl-t' eaa "aia 

transferred uonlyto heir.(2) The coupon (innal lc ,lllaiitd.
 
Commentary
 

The separate fitrith part of the A flaaa'ifs the ttasaepit-t "in/hd I)] " uge
prvatization.
 

The proce ss of la gc pr va tiz at on i.(oitl a a litt
alo tc'd by i I lat k I,]i/ a /nld
 
capital, while itcut be presatoed that the foletA
evcn 	 capital dall tnotshall tot be able to mover all pritatatitoa ialama ( 0t(7 Wad 

7he Atct there/ore enoiv. fron the fall t/hat the liawiia 
at cleratedand widened 1y the re'diato af taa'a'mgnaicat m a/aili hstate ettlerprse' %hall 	

'ai ,upw i -A atmb.r tiJbe trains/rred to joilt-%toiA 'o'tpatteit.
the.etornpaine. %hall besol, 	

azaal iarMetht('%j
1twtt 'tfirshe"t ett 
 lpt
t I(it %. 

8) Ihc A t Ni ' S'/69 (Col. n stjiant)lji)ald pslac,a mlai , lilaat iatal 
 s s*il s 

uiirdang tit sub.cilucnl rulcs c)flaw 
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name which is intransferrable to other person and the rights linked with this 

For the Purpose of this Act the coupon is dejined as set'unty registered incoupon are transferred only to heirs. The coupon can be used onlyfor thepurposestated by the Act, e.i.for the purchave ofprivatizedproperty.
The coupon cannot be declared invalid in case of its loss, misappropriationor exc nction ,c 

Art.23 
(1) The text of the coupon shall contain at least the following:a) name and birth statistical number of the citizen, 

b) name of the authority having issued the coupon,c) the acquiring price, 

d) time of validity, 
(2) The coupons issuer shall be the Federal Ministry of Finance.(2)The couonre s suert aeocpn
shall be theFederalMinitr aned
(3) The net revenue of the sale of coupons shall be transferredto the Fu n d of the Repub lik competent acco rding to the location of 

the durable residence of the acquirers of the coupons on the date of 
the acquisition of these coupons. 

Commentary: 
The Act defines the obligatory requirements for the text ofcoupons in Art. 23,
Par. 1. while not excluding of course, 
 that the coupons should fulfill otehr 

requirements.
The Federal Ministry of Finance is the erclusive coupons issuer so that noone else hat the right to issue the coupons.This provision is based primarily O:1the organizational technical and finance-controll reasons and it does not 

influence eirther the extent of the privatized property being transferred to the
individual Funds or the distribution of the revenues of the privatization,.Net revenue of the sale of coupons shall be transferred to the Fund of CzechRepublic or Slovak Republic competent according to the locationof the durableresidence of the acquirers of Coupons On 

tin of
tihe date of the acquisition of these 

Art. 24 
Any Czechoslovak ciitcri having his durable tesidenccterritory of the Czech and Slovak Fcdcraiv 

In the 
Rpublic and who ha ccomplete d 18 years of agd on ofm ltd1 ye h ddratie he issuance of the couponsr ofa eo th dae fth 
 isu n et h c u m, 

shall have claim for these coupons. 

TheCommentary:right for coupons originating from the Act is attributed toCzechoslovak citizen who ev,r ,completed 18 year of age and complie with thecondition of durable residence in the Czech and Slovak Federative Republic. 

Art. 25 

(1)The coupons of a corresponding emission can be used fora) purchase of shares of any joint-stock company included lotthis purposee into ethe lilistsof privatizationc projects, as far as 
h i n m iwitn te sfr 

the citizen makes valid his claim within the term specificdb)acquisition of the participation in connmcial companiecs 
founded specially for this purpose, after he prcviu, 
aproval of the competet authoriy of thcRepublic.
 

(2) The ways specified in Par. I hereof can be used aralelly 

Commentary:
In Art. 25 two ways of the use of coupons are enhrne.d is.hityhcats bit t'dIn the first place it means the purhase of shares of a j'nit-stock ,caIaalv 

which has been included for this purpose into the list of privatization proje(t[.
while the citizen must enforce his claim for the purhase of the shares wvithinthe
The coupons can 

tercation 

be used also for the acquisition of the I','rifwparticipation commercialin thisrlist companies (e.g. private compana.Imltt', hi
shares, limitedpartnerships, limited partnerships by shares) established %" tally 

for this purpose, after the previous approval of the competent authont) of i/ic
Czech or Slovak Republic. 

http:compana.Im
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h) lease thesc values for a definite time until they arc used for 

privatization.
(2) The Fund shall cmploy expcris whose remuneration shall be 

approved by the presidium. 

Commentary: 
The Fund has its legal subjectivity and capability to conclude contracts on its 

own and to do legal operations perainingto its competence according to the Act 

on the basis of approved privatizationprojects. 


Before all, the Fund participates in the foundation and entrepreneurial 

activities of joint-stock companies and other commercial companies in a stated 

manner. It concludes also contracts on the sale of property of wound-up

enterprises (the Act refers here inaccurately to "sale of enterprises) or on the 

sale of the excepted property from the enterprises a d it is also authorized - in 

the interest of effective utilization of the acquired property to lease proprietary
-

values for a transitoryperiod till they are used for the purpose ofprivatization. 

The specification of the above 
 mentioned legal operations is to be 


understood as an example only and the Fund cats do other legal operations than 

those under Art. 28 Par. 1. 

Art. 29 

During the accomplishment of the acitivities specified under 
Art. 28 hereof the Fund shall acquire rights and assume obligations, 
The Fund shall be authorized to sue for the fulfilment of its rights or 
demand the fulfilmcnt of its rights with other competent authorities 
and it can be sued for being in default of its obligations or other 
duties for the fulfilment of which he shall be liable by its entire 
property. 

Commentary: 
The property-law status of the Fiund is given by that it is a subject of full 

rights. Being a juristic person it is liable for its obligations by its entire property
and on the other hand it has the right to sitefor the fidfilment of its rights with a 
court or other rompetent authorities. 
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Alt. 30 

The highest organ of the Fund shall bc the lpicidium consisling 
of 1)members. The chairman, vice-chairman and the mmhcrws (i the 
presidium shall be elected by the F}edcal Assembl y in the iuitju.l.il 
of the Govcrnment of the ('cth and Slovak Fedciativc Repuhli IIi 
the period of 5 years. Menibers of the (/tc'h and Sln,.ik IFcdCF.lIs' 
Republic, of the Governmcnt lof the (t_'ti clublic adl lil 
(;overnment of the Slovak Rcpublit. mcbeihs theuof Fcd-ia.l 
Assembly, mcnbers of the (Cech Nduitnal Council and of the 
Slovak National (ouncil cannot be members of the ilrcsidium. 

Commentary : 
The (',disept hlo ~ dbeen eF that the iz gh'th 

the Fund is ehe.ted by the Federal'tse'bly to the i'wJql,,aI ,'tl," (Iitt 

of the ('SFR. 
Sinultaneously the incornpatttty of tue Jiutt1,,0. 

prcu tn beig hl tGifiz ,1' 

0] ,'lli',I ,' i/a" 
prtesidwrn with the functions ofmembers oJ the (;Lh,ntnintt lt tOtetbcri of tit, 
hgislativebodies has becti enshrined. 

At. 31 

(I) 	The presidium shall ha,c the powcl I 
a) nominate and manage the cxctuti,.c boaid amnd to .SUl)MI-st 

its activity, 
[) approve the statute of the Iund 
c) approve the iciluncratilon of l I llllilll.1 i the L'\t'tcnl. 

board. 
d)claborat the di alt illtheifbudget ill till ',il,iiltI uild .,,nll 

the salllC for the discusion of the (,llCerlli litIll il .il 
(_cchand Sloak Federal Reublit ' 

e) approve the rules (ifproccdurc ill ",t1iiad 411tiL111i4411i Il, 
exccuti\.ec board, 

f)discuss tie annual balan(c "LtEtlenun'i tll h1 I Mlll .111I 
sulmlil tie .ancItithe di',,u'.si,wh 	 '11o ilt ( I'l1(.'lllll ll,. 
U('/h .11d .ll.k I Itd(1.111%'t RII'l111,
 

http:exccuti\.ec


g) discuss the 
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annual report on the activity of thc Fund byApril 30 for the proceeding year. 
(2) After the draft of budget and annual balance statement has

been discussed by the Government of (he Czech and Slovak
Federative Republic, the Fund shall submit the same to (he Federal
Assembly for its approval. 

Commntary 
The most importatat managing activilies "thin the framework of the Fundbelong to the competence of the presidium, while thefunctions had to be important checkingentrusted with to the Government of C-SFR and to theFederal Assembty, nlamely regarding the budget and annual account statement. 

Art. 32 

(1)The presidium shall be capable of transacting business if itsmeeting is attended by the majority of its members incl. its chairman
and vice-chairman. For the decision making the approval of themajority of the present members shall be required. In case of equity
of votes the vote of the chairman shall be decisive. 

(2) The chairman and in his absence the vice-chairman shall
sign the documents on behalf of the presidium. 

The proceedings and decisiona makings of the presidium ibased oil arecustomary democratic principles. 

The presidigof the meeting of the presidium is either the chairmanorithisabsence the vice-thairnan.In case ofequity of votes thc vote of the chairmanor 
the lsce-chairnnai is decisive. 

All. 33 

() The activity of the Fund shall be governed by the executiveboard of the Fund (hereinafter referred toaccordance with thecinstructions of the presidium.as "board" only) in 

(2) The board shall at on bchall iliht lund %,iilile cxt.ispetified by the statute. The s.ilUtc shall spc ih%%liltiimi lcg.il
It 
olpcralioins shall rcquirc the .ignaturcs of tIAo ftcinllci Ol tdit lI.,id
In addition. the %,ltmutcwill spc'ify wihen and In M1.i ,ltnt IIli
mcnbcrs of the board slhall acl on Ih.Ill (A I(h-lund ad .11)l11111 .1 proxy to act on behalf of the Fund Thu inibeN ol I l1.11dl iig 

aulhctricd to act Oil 0 h.1ll Of Iht iundtil h11l l it t h ;i li l lilt tRcgitcr of (onspanit. 

Commentar): 
The taecutive board isat operatntclt, 'Iiiagiig olgull,,J 1lie'1,0 Ii: 

extelt of the atthorties of the board andlthc nght of its,eitc, t,at 

behulf ofMhe Fid is stated by the Stauite 

Anl. 34 

(i) The board sh.all ctlitii Of tiiiiiiiti litiillii, I lit

lilcsidium for the lilcliod olflit )car, l'ilii li i II iiii .ii*i1lthis term thc presidium can iccall any niinil-t i ol il,' hood., ii t,

violates his duties or i%unai itIttlriltlni lii,, llil liml

(2) The inenbers ot boaidthe %h.ill tci'l limit .ioi. 
theinvclves a chairman aid IWo icc-t-.hill.iil .&tliailiiiiiii 

(3) The ncmbcrs if the ti aid lOll lie iill hit tL,illll,I i iil 

ommertary: 
( a' hloard and A inenbers tre ic-pooilop 1 a, (i Il1 1A 11l4/"iiihaii1z
7he flem'tbers of the board sthiih ii il. :u-41, ,1,mWKt" P] il," f-11d h'.1labour relation to the hiind. Tiev cani Ielit' all,',1 /,, ill, 1,la,1]: It,gM,, th,"
base Ofl atatel reavinv 

An. 35 

sas (I) The ule rviso y board ol thsupervisory board" (lnly) iund (ltiei.,lti dtmanagement of the Fund. of its 

ise tile a tiiii .iio 
prcsidium and 

shall supet Ittll 

board
i With ttlt-,i 
to the character of the maitr the pilsidiuii %,h.ill noti% [it 
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Governmcnt of the Czech and Slovak Federative Republic, Federal 
Ascmbly and/or other compccnt authoritic. of the identifieddiscrepancies. 

(2) The presidium shall discuss the draft of the budget and the 
annual balance statemcnt in thc supervisory board prior to their 
submitting to the Government of the Czech and SlovakRepublic. Federative 

Commentary: 

As it ensues from its denominutio, and competence the finction of the 
supervisory board of the Fund is a supervisopy one. The duty of this board is 
particularyto discuss the draft of the budget and the annualbalancestatement 
priorto theirsubmittingto the FederalGovenmect. 

The othercompetent bodies which may be notified by the supervisory board 
of the identified discrepancies with the respect to the character of the given
matter,are the FederalMinistry of Control.the FederalMinistry of Finance, the 
Office of the Prosecutoretc. 

Art. 36 

(1) The supervisory board shall consist of five members elected
by the Federal Assembly for the period of five years. The Federal 
Assembly can recall the member of the supervisory board even prior 
to the termination of the period of his function. The members of the 
supervisory board shall be elected and recalled by secret ballot.

(2) The members of the supervisory board cannot be the 
employees of tbe Fund. 

Commentary: 

77e importance of the supervisory finction(of the board is stressed by the 
at'ty of the Federal Assembly in the relation to the superi.ioy board. The 
members of ithe stpervisory board are elected and recalled by the Federal 

A.tembli. 
7he indepenth.nt e and inpartialityof the ntbers of the supen-isory board 

as set uredby the prot'tion that they talanot be employees of the Fund. 
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Ar. 37 

(1)The mcmbers of the supervisory board shall elect Ironi 
among themselves a chairman and a vice chairman. 

(2) The provisions of Art. 32 shall . applied anal.gu.ly. 

C'ommntarRegarding:
the quorum and decision rnaking of the .supeni oy board th 

provisions of Art. 32 are applied analogously, i.e. the presence of Simle 
majority of its members incl. its chairman or vice-thagnnan and the affinnative 
votes o?,simple majority of the present ,nernber ate required with the prot'is,t
that in case of equity of votes the vote of the presihngperson is decisive. Did, 
docume,ts of the supervisory board shall be signed onl t behalf by the 
chairman or in his absence by the vice-t hairnan. 

Art. 38 

The function of the member of presidium, board and
supervisory board shall be incompatiblc. 

Commentary: 
The incompabilityof the functions of the members of all three top ogaas I% 

given for the securityof impartialito independence andproperperfonance oftth,
 
Fund'sfinction. 

Arl. 39 

The members of the presidium, board, supervisory board andthe employees of the Fund cannot perform activities which arc in 
contradiction with the interests of the Fund, particularly they must 
not be members of the organs of joint-stock companies in tlhc 
entrepreneurial activity of which the Fund has proprictmy 

participation. The members of the presidium, boad and stLpcl ,isoboard cannot acquire the propcrt~y o the Fund esceptx l the shic" 
against coupons. 

http:anal.gu.ly
http:indepenth.nt


ComJM cMt -r, :h 38 
Ae pnroision of Art. 39 secures that the members of the organsenyWo andof the Funds do not come into conflict with public and their ownprivate,pripnetwy interests. The Act protects these interests against potentialcollision by the above mentioned prohibition of activity and personal andpvrqariWypatricipation, besides the mentioned exception. 

Ar.40 

The Fund shall cover the costs in connection with its activity
from its properly within its budget approvedAssembly. by the Federal 

Commeaegay: 
As a matter ofpincolp the Fund covers the costs in connection with itsactivity from its property. It is not a organization financedfrom a state budget.Some of its functions are ofentrepreneurial character; the activity ensueing fromthesefunction brings progit, 

PART SIX 

Special, Transitory and Final Provisions 


(1) For the purpose of privatization effected also by means of 
coupons the Government of the Czech and Slovak FederativeRepublic and the Govcrnmcnts of the Republics shall specify theprinciples within three months fromcome into effect; (hedateon the basis when this Act hasof said principles the competentcentral authorities of the state administration and the municipalitiesshall submit for the approval of the competent Government the listsof enterprises and lists of state proprietary participations inentrepreneurial activities of other juristic persons which shall beincluded into privatization. 

(2) The lists of enterprises submitted to the approval shall 
include particularly th. name and the seat of the enterprise and of 

o n e , ev l a i n o 39the founder, evaluation of the property andemployees the numberof the enterprise. The lists of tileof the state proprietaryparticipations in the entrcpreneurial activities of other juristicpersons su."itted for approval shall include particularly the nameand the le&.' form of the juristic person, the subject matter of fiecntrcpreneurialparticipation activity and the extent of the statein ,his entrepreneurial proprictary 
activity.

(3) The Government of the Czech and Slovak Federative 
Republic and the Governments of the Rebuplics shall set down theterms for elaboration of privatization projects. 

Commentary: 
for implementation of the privatizaton by using all means ofprivatization incl. 

The task of all three Governments based on the Act is to specify principles 
the coupons method On the base of these principles the competent centralauthorities of state administration (mostly the branch ministries) andmunicipalities shall submit to the competent Government (of the CSFR orappropriate Republic) for their approval lists of enterprises and lists of state 

property participations which shall be included into provatization.Lists of enterprises and lists of state property pariipations Submitted forapproval must include stated requirements to enable the competent
Governments duly to evaluate the same. 
the eSFR and the RepublicsTo secure due temporal procedure of large privatization the Goverments ifare empowered to state terms fiir subsequent 
elaborationofprivatizationprojects. 

()The propriety of the enterprises of foreign trade, specialiedorganizations of foreign trade, state banking institutes, withexception of the State Bank of C 
tle 

wechoslovakia and the state savinginstitutes founded until the date on which this Act has come intofeffect shall be transferred according to the privatizatiop project of
the enterprise into the Fund of the National Property of thatRepublic where the privatized enterprise has its seat and where its 
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investment has been entered in the capital stock of the joing-stock 
companies established by this Fund.(2) If the property of the privatized enterprise transits into the
Fund of the National Property of the Czech Republic, this Fund 
shall transfer one third of the shares after the foundation of the 
joint-stock company into the Fund of the National Property of theSlovak Republic. If the property of the privatized enterprise transits 
into the Fund of the National Property of the Slovak Republic, thisFund shall transfer two thirds of the shares after the foundation of
the joint-stock company into the Fund of the National Property of
the Czech Reptiblic. 

(3) As far as the enterprises specified in the Par. 1 hereof hadbeen transferred into joint-stock companies before the date when 
this Act has come into effect or had been founded as joint-stockcompanies, the state participations in their entrepreneurial activities 
shall transit by two thirds into the F nd of the National Property ofthe Czech Republic on the date of the approval of the privatization
project and by one third into the Fund of the National Property of 
the Slovak Republic. 

Commentary:
Theprovisions of Art. 42 solve the division of the privatized property between 

the Czech and Slovak Republics itsterms of competence in cases of alreadyquoted otganizations of foreign trade and state banking institutes (apart fromstated exceptions). This refers to a speicific sphere of foreign trade and banking
operations.they 

The shares itn the privatizedproperty shall be distributed between: the Fund of
the National Property of the Czech Republic and the Fund of the NationalProperty of the Slovak Republic in the rate 2 to 1. 

Art. 43 

The provisions of this Act concerning the federal central
authorities of the state administration shall be applied analogously
also for the State Bank of Czechoslovakia. 

41 

Commentary : 

The Act pluces the State Bank of Czecholoakia on ticentral authorities of l'iel of fetderalstate administrat Thisill. bunk is lot fturle 1ttl

emrisl ion bantk with entreprenueriala ra'io
t b t oi'es the fe'atunr'Ja

federal centralauthorityofstateadminitration.
 

Art. 44 

The evaluation of the property of theenterprisc included inthc
approved privati/ation project shall replace the evaluation of the 
non-monatery investment in the capital stock theof joint-stock 
company made hy an authoriw)d
special rules of law"). 

exprt and requized according t'L 

Commentary: component of approved t l tation trqetis val atonu 


,fthepobligty o p aiz ent eru pre.Fo pr atcl ttifthe property ofprivatized enterprise. For practiculretots
a o stthehe

ActA~c~ 0111/aua~otaltesithtit such a case the evaluation of non-netary i'z'sttnt in the capital utnai ,J
 
a joint-stck company required by the existing Act No. 1O4/11WO (o1, on Iout 
stock companies is simultaneously replacedby thtabove tnc'ntioned evaluati, 

Art. 45 

(1)Except of the customary managernezit") the cocildi.,
cannot conclude contracts on the transfcr of'owncrship to i h 

have the right of managcmcnt, and caztf tlispot: o ici
proprietary participations in the entrclreneurial iti lsitics of itiislAt 
persons nor establish the same. 

(2) Exception thefrom provision of Pal. I hsccol can hc 
approved by the competent Govcrnmcnt in jusuilicd cases The 
approved exception shall replace the approval according to special
rules of law 6 ).

(3) The state p;opricary participations in the entrepreneurial
aciivity of juristic persons can be disposed of only in accordance with 
the approved privatization project of the participation. 
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43(4) The provisions of Par. I and 2 hereof shall not be applicable

to juristic persons spccified in 
various coupons' types, thc purchase price of the co)upons, the wayArt. I, Par. 2 hereof and to of the specification of the extent of the claim for shares and the wayorgani/ations financed or substituted from state budget. 
of the use of the coupons. 

Commentary: 
The provision of Art. 45, Par. I and 2 replaces ipncipl the existing legal Commentary:measurc No. 364/1990 Coll., on the disposalofpropertyentnusted to the care of The provision of Art. 46 includes indispensablepiowers both ]or passage o/

stale enteiprisc.
The sence of this revision is to prevent the escape of the property which has Acts of National Councils and for Decree of the Geurnmrent of the eSFRwhich shall be importantproceduralregulationsfor the perfornanceof coupon'ito be privatizedaccordingto this Act. wh odr
 
hat has to be understood as transfer of property standing apart from method. 

customary management is specified by the Economic Code (Act No. 109/1964
Coll., in the wording of subsequentrdes of law 
- compareparticularlywith Art. Art. 47 
68 of the Code). 

From this legal arrangementthe organizationsof for:'igr trade referredto in)
Art. I, Par. 2 hereof and the organizationsfnanced or substitutedfrom state 
 (!)in case that the ownership to the privaiied proery or t3 s
budget are excluded. part has ben dispossessed in he way specified in Ar. 2, Par. 3 f 

the Act No. 87/11,)1 Coll., on out-of-court rchabilitations, a legal
Ar. 46 claim shall originate in accordance with the mentioncd Act in lavour 

of the legitimate persons; the way of scttlcment of the dain. shall he(I) Legal relations of the Funds of the Republics, their activity specified by the privati/ation project concerning that piptily.and kinds of use of their property shall be specified by Acts of (2) The legitimate person shall apply his claini with liNational Councils which shall also specify in which cases the authority competent according to Art. 10, Klo. I hft'of for 11Cproperty of the Funds of the Republics can be used for other approval of the privati,,ation project within ,mtooths from tie dt" 
purposes than for the privatiation. on which this Act has come into cllctl, orlicrtwis tic Inii shill(2) The (;ovcrnment of the Czech and Slovak Federative become extinct; at the same time the legitimatc pcison Nhall nidilRepublic in the agreement with the (;ovcrnmcnts of the Republics this authority of the enterprise pox.cssing the goods' lc ticikt' ishall specify, by an Ordinance the way of tiW coupons' issuance, Fund of National Property shall settle the claini accordiig it),ar I 

hereof in accordance whh the time stltlciu of die iililcirnnt.tin ,il 

of the privati/ition projcct, however at [hc latcst9) Thc Aft No tt)4/t'?I. (ttil. ithill tinc ',calon joint-ock compnics from the dale of the approval of the irrivaai/atior fl1ijt(.t10) Ihc Act. No 109/11)(. (oll.ltonomic Codc.in thc wording of subsctlucni rulcsof lsw (3) In other respect, the provisions of Ihe Act Ni). 87/1 1r)'l ( tll 
on the out-of-court re habilitat ions shall bc lit d adctpitat'l hfil 
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the specification of (hc extent, way of application and setlement of 

45 
Commentary:he claim undcr Par. I and 2 hereof. 77 e derogation clause abolishes, apart from the already quoted legal 

Ineasure No..64/1990 Coll. (which has been repla:ed by the provision of AnCommentary: 45 of thi% Act), also Art. 28 of the Act on state enterprise, 4-nclosingIn An. 47 it was necessary to solve the relation of the "Large Privatization 
trail 4ormatoi)' provisionas which are replaced by the "Large Pivatization At" by)its owanprovisions.


Act" to the Act on out-of-court rehabilitations.

According to Art. 2, Par.3 of the Act No. 87/1991 
 Coll., on out-of-court 


rehabilitationsthe persons are entitled to rehabilitation whose property has been 
Art. 49
 

nationalized in accordance with the provisions on nationalization of the years 
This Act shall come into effcct as of April I, 1991.1945 to 1P48 without compensation. The claims of these persons shall be settledwithin the privatizationproject. 

Prague, March 8, 1991.The claim shall be applied with the Federal Ministry of Finance or withrespective authority of state administration of National Property and Its
Privatization) by October 1, 1991, while these authorities must be
simultaneouslynotified which enterprise holds the goods.

For the settlement the respective provisions of the Act on out-of-court 
rehabilitations shall be applicd. 

Art.48 

The following rules of law are hereby repealed: 
1. Art. 28 of !he Act No. II I/lA) Coll., on stale enterprise.
2. Legal Measure No. 364/1990 Coll., on the disposal of ihe property
 

entrusted to (he state cntcrprisc.
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ACTS
 
ON ECONOMIC RELATIONS WITH
 

FOREIGN COUNTRIES,
 
ON THE ENTERPRISE
 

WITH FOREIGN
 
PROPERTY PARTICIPATION
 
AND ON THE JOINT-STOCK
 

COMPANIES
 



Remarks on the Amended Act
 
on Economic Relations with Foreign
 

Countries
 

One o( tuic cotnscquenccs oIfihc cssential changes in tIhe(techoslovakia pcilit. lilc I,1at the end of the year 1989 was also acomplclciy new view of lilclegislative arrangement of the legal position and aclivily of ('zcco h~ii.%.&kecncmic entities in their cotopcraticn with ('icchslhvak Ignipatncrs. This started the 
.%swell as hocltrather complicated period of scarlh for Icgislazkcmeasures which, with the introduction of the market oricntation of our count Iy,would enable not only the dcmonopflizilion of the present cconomic slrucl Icesand stimulation of the economic activity of Czechoslovak producers and Ihost:who render all kinds of services, which, however, a( the same ime w nothoulddisturb Ihe necessary economic stabilily. This aim is Itobc served Iy .anumli) ,ladopt cd new or amended economic laws whcIher thcy spccify Ilhc basis fitrtilt­lcgal posit Iin ol ('zechoslovak economic cntitics or sone specifiic itIds of IhIIfactivity. At the same time many o'hcr legal regulationscontlnuous are amended. This is ,iprocess (If legislative changes which requires not only a lllll.linterlinking,but in view of the great amounl of prtl)lcnls whicih aeccini
several decades and werc either not 

nicl,tcl h,

solvcd at all or only partly, it .itc) rciclcs
 

patience and the proper progrcssion.
The cclnomic relations effective unlil rcccnlly wil lilorcign cunt ics (Act 
 N..42/1980 (Cll.in the version of the Act No. 102/1988 ("(cli. Ihe Icpicltc woEdingccfwhich was published under No. 184/1988 Coll.), allhugh alter Ilc adccitl
changes in 198 they gave greater scocpe 
 t)independent t'conl.:;t rcl.t iolls tclC(cchoslhwak subjects with foreign countries, could 
ncl serve tic jim (it
transitioin frccn tiltthe dircctivcly planned Cicchoshwl.k ccon mily t) a n,.£ kLccoiny. Althcugh in April 191l there wcrc in C"/cchcslchvalkia nitc han (kMicccnll nl.cll-s atlhricd to develclp ilcir ccO1 i -,ncj1 ls Wilrclalindcl)cnlcilly, the Acts of tIhat 
Icrtigll (1llnl1iC%time included scvcral lcridilibcltxc lccfcisi.on 11Laim of which Was to laintain the rigid mcnopoly cl -I'tcMal ill this licil'Ihc presetli changes, (n tie oIthcr hand, althclugh iCXiVIllg tilt" 1tt Wlli .1celcailn aclt hcrity over thc economic relations with foreign ctlllZ it',, l.%clllllS, 

It aims: 
a) to extlcnd tIhe scope fcor I rcign c(cclicl .alic sacIvI Io .1 gi t',ltl i1Illlltl ,1entities (juristic as well as naturai);b) to help tcpen the Czcchoslovak ecclnomy 1h)tcci t it ,f %--mI 

http:lccfcisi.on
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import items (impt and export licencCs) regardless oI the cxi sling registrationor authori/ation. The list of products, semiproducts or raw materials which aresubject to this licensing will be regularl and suitably published by the FederalMinistry of Foreign Trade as binding rules of law, while respecting the obliga-
(ions arising from (/cchislovakia's membership in GAWI, as well as from theAgreement tn Import licensing signed within its franiewtk;- regardless of the possiblities for Czechoslovak persons to carry out the exprtand import of goods on the basis of their registration or authorization itpresumed that certain strategic items (e.g. oil, some chemicals etc.) will continue 

is 
it) be centralized in the existing organizations of foreign trade. 

In conclusion it should be mentioned that Czechoslovak persons with convert­ile currency bank accounts are entitled in C'echoslovakia according to the 
decree No. 160)/19N9 Coil. within the scope of their authorization to carry outeconomic activity with foreign countries to pay, in agreement with the foreignpartner, for the price of imported goods or received services in local currency.The amended Act on Economic Relations with Foreign Countries is effectiveas of May I, 1Mand its complete text will be published in the ('ollection ofl awsand Decrees. 

6 

The Act on Economic Relations 
with Foreign Countries 

The Act of April 19, 1990which modifies and amends the Act No. 42/1980 Coll.c om ic o untriCs 
on Economic Relations with Foreign Countries, 

in the version of the Act No. 102/1988 Coll. 

The Fede al Assembly of the Czccho ovak Federative Re ubliha p s sd ihv 
f erllowingAct: 

Part I 
INTRODUCTORY PROVISIONS 

Article I
This Act determines

the organization, regulation and control of foreign economic at tivIty, and dlii-ci s
its forms,
tile establishment of trade representation offices of foreign persons on ltheterritory of the Czechoslovak Federative Republic,

the eslablishment of organizational bodies of Czcchoslovak i)ctsons ii I,1 t gn
 
countrics,
 
the position of chambers of commerce 
and industry on the territory I' the("cchoslovak Federative Republic and their tasks,

non-commercial exports and imports,

the protection oftrade policy interests ofthe ("echlithak IFedcralisc Rel l ,,.
ind defines the competence of central authorities in this sphere. 

Article 2
In administcring this Act the central governmentibodics slia.llho 'o'l' jA-. .jsecure the implementation of the economic polity oYf the Stale and II I'I"' tIthe trade policy interests ofthc Czechoslovak Federative Reptiblit. in ac, n c(.1.n,


4.ith obligations resulting from international legal relations 
 t le ("ic, lhi,,,, .., 1 
Iedcative Republic. 

7 



For the purposes ojf this Act Article 3 

a ) th e Ic i (""i cc ho slova k pe rs o ns" me a ns ju r istic pe rson s ha vin g th e ir seat 
and natural pe.rsons having their domicile on the territory of the .echoslovakFederative Rcpuhlic, the term "forcign persons" means t t tr juristic or natural 
persons;

b) the tlrin ser itc- mcans fulfilment of an obligation the subjccl of whith isan cconomic act. ily car ncd ou against payment; activity car ied out on the basisof a labour relationship is not a service; 

P a rt 1 1 

FOREIGN ECONOMIC ACTIVITY 


Chapter 1 

BASIC PROVISIONS 


Article 4Foreign economic activity under this Act has the following forms:a) foreign trade activity (Article 6);
b) foreign economic services (Article 17); 

Article 5 


Foreign ccovnomic activities shall be managed, 
 rganiicd and controlled by theState within the limits of the Act in such a way that said entrepreneurial activitiesin this field develop in conditions of economic competitiveness, in accordance 
with the needs of the national economy of the Czechoslovak Federative Republicand in accordance with international treaties binding on the CzechoslovakFederative Republic and that the integration of Czechoslovak persons in theinternational division of labour grows in suitable forms. 

C hapter 2 


FOREIGN TRADE A(7iVITY 


Section 1 

DEFINITION OF FOREIGN TRAI)E ACIIVITY 


Article 6(1) Foreign trade activity includes with regard to (.icchoslovak persons tile 
following: 

a) W cxpoirt tof oljct Is f(uln fihe Czechoshwak IcdicativC Rcpliblic aniimp.ilI uf objccls lie 
i l t th c( ' ecc l, ,h a k F d ra ti e Rep ublic fr til pil po e (fsale r t h r t., 

for Iransactions or for the use in production or in granting srveiccs. or fur tllepCifrfrllant c of a profession, as well as the export frimn the C/cchltsIaL 
ed .taeHepulic and the iniport into thle ( Vchush iovak Fedesalive

R
i) tcrit lecr eclionc actiity (commercial export and impur 

ejt 
l); 
tIIt 

b) piltshe of goods and its direct resale in ftrcig countri. ) l tlill the (zechoslovak Federative Republic;
c) granting of services to foreign persons on tile tcrritory of tile ( "let 
 lhtid..itFederative Republic for Czcchoslovak currency with the exception of diitctIsatisfaction of personal needs of natural persons or simiIlar nccds of juristie
p rs o s ­

d) granting of scrviccs in foreign coultries;c) acceptance of services from foreign persons whih tile cxtceJliin o.'civtitt 
accepted by (zechoslovak natural persons for the satisfaction of their piersIl
needs;1) nicdialory activity for (zcchuslovak pcrsoniis i iclaliir with IcI)lIn 

persons;
g) Imparti control on the basis of ;n Iispection contra, I for Issllig cintiltales t gotds delivered or services granted in international trade;')
h) procurement of transport of objects (consignments) by any form 
 if init' ls,,t ta.spolrt and connected activity, if the placetesination or bo)th arc outside the of dispatch or tile plate oliterritory oif the (/ct iIll',ak itc.l I.e 

Rcpublic; 
i) operation of sea shipping.(2) itircign trade activity inchldes with regard t itt rcigni pci til t h Ittl, t t 

Ing:
a) the CXlpol ol oibjccts from tile ('cchhtsltak I"cdt'r.illsc Ukctifili .Itt ItII
Illtpt oilofi)jects inti tile Czechotslovak Fcdcralivc Rcpinllc hor thle 
 c ittIIItlss.ic or a|ilthcr paid fir tiansactions, or for th. use il, protijtioil or i1 grilllimg
services or for the performance ofa prtofessi:mn,
f Ioslh ak Federative as well as cxptrt fron tie (itRepublic and the import iinttile ('I.ci t iUsthtv.ik UecdcI.it

?CpIIlliit by Ihcir othier ecin nlic atlivity (ct ilr ei cu exptrt and i p olt ,
b) granling of scrviccs tin the territtry of Iic (/chslo vak cdcl. 1% 
c) SAle IIt gtuds tn the Ict ijlt.r. tif the C et iitlt t.tk I'tlI .1t,1C I(CI)III,, iI 

t1 S [Jitll rCali/tl tIetweer tireignI ipcrstns ouly;d) hnl . il c-Itrl o f11ilebasi s (if an in.%pc, lim Idt ill file IClII II.l ,I
Ihe ("/cclthaL Fcdcrative Republic filr issuing inspctlit l certiticalts( 1) htrcign Iradc ativity includes alsti ally itli t lliltd illg *Utt11qch II 

mal by­

http:UecdcI.it
http:iUsthtv.ik


a) Czechoslovak Film and Czechoslovak Television;
b) the Czechoslovak Press Agency with the exception of the procurement andsupply of news material on(4)theoesbasisotof contracts.-)nclue:orein tade ctiity 
(4) Foreign trade activity does not include: 
a) imprtad export of values and trade with foreign exchange regulated bythe provisions on foreign exchange control) with the exception of gold forindustrial consumption or technological purposes;
b) activity realized by the CzecWh lovak State Bank on the basis of special lawn 

and by banking institutions and organizations entrusted by the CzechoslovakState Bank to fulfil some of the tasks reserved by law to the Bank;
c) granting and acceptance of legal assistance by lprsons authorized for thisaccording to Cechoslovak generally binding rules of law);
d) activity of experts and interpreters realized under special law ) 
c) granting of, and acceptance of,services in the sectors as specified in hereofArticle 17. 

Section 2 

REGISTRATI)N AND AUTHORIZATION OF FOREIGN TRADE
 

ACTi'IVITY 

Article 7 
(1) Foreign trade activities may be carried out only by 

a) Czechoslovak persons registered in the Companies Register 
- on the basisof registration, if this is not a case when according to this Act registration is notrequired and if it is not the case when, according to this Act an aulorization isneeded for this activity; 
b) foreign persons ­on the basis of a granted authorization if it is not the casewhere no authorization is required. 
(2) The provision of paragraph I concerns also persons whom another legalregulation entitles tocaryout foreign economicactivitywith hat hat thistitle can

be limited only by law, or only in cases and under conditions determined by law. 
(3) Authorization to carry out foreign trade activities is required in case ofCzechoslovak persons if: 
(a) the subject of import are objects other then those to Ix: used in production

by the person importing them, or other than meant for the pcrformance of aprofession by such a person, or the subject of export are objects other than fromthe own prtoluction of the person carrying out their export; objects of their ownproduction are meant it) be such products for which the technological process of
elaboration means an essential change in quality and utility of the purchased rawmaterials, materials and semi-products and in whose calculation the value added
exceeds the value of the actual production (direct wages, overhcads, direct and 

to 

aistrilution costs and profit by -3oper cent tie value of the price of tIe thing;(b) the subject of this activity is to negotiate the work activity of a Cze1hoslo­
nu person abroadIvak noriatuak natural po folreign natural (Veh]or a rpersonkaithfin the C'zechoslovak 

Republic; kFderatv
(c) this concerns the export or import of objects or the carrying out of otheractics, determined b the decree of the 
aivegovernmet of the (choslovakcchoshak(d) a Civ erson d esno fulfil ti conditions for r gisuralli gicc 

m Art. 7c. 
(4) Registration or authoriatlon for foeign trade activilics is not required
(a) for foreign persons to sign contracts which they sign on their own behalfVilh (Uct hoshvak persons entitled to carry out foreign trade activity and for the


fulfilincnt of these contracts');

(b) in other cases, if in the interest of the national ccomoy of the ("/eclislo

%kFcdcrativc Republic it isexpedient to bind the carrying out of forcign trade
a.:livily neither to an aulhorization nor to registration and Ihal 
 under conditionsand lo the exIct determined in the implcmentary provisions issued according to 
At1. '). 

Article 7a

Foreign trade activity of ('zechoslovak persons is registered, the registration


iswithdrawn and the authorization for foreign trade activity is granted, changed

and recalled by the Federal Ministry of Foreign Trade.
 

Article 7)
(I) Prior to applying for registration for foreign trade activity the applicant


must deposit on aspecially for this purpose opened bonded account with a bank
'ar savings bank4'J (further only "monetary institutions") an anmount of noncy
gicn an paragraph 4 (further only "security). If it doc, not follow from the
'LLcision according to paragraph 2 otherwise, the applicant hfs the right It lc
rcturned the security within 15 days from the dale that the decision on the
nullificalion of the registration of his foreign trade activity or the deci.ion on the
 
efusal of registration become legally valid.
 

(2) II the applicant in carrying out foreign trade activityrepeatedly or seriously
Iilalcs the duties given for the carrying out of such activity in the generally valid


Itgal provision or in the measures of the bodies uf economic management or if
the applicant, %khois a (Cechoslovak person, threatens during such activity
rcpcalcdly or seriously the good name of the Czechoslovak entrepreneurs orotIhcr (c.choslovaksubjects carrying out economic activity in elation to freign

4lunlrics, the Federal Ministry of Foreign Trade in agreemnct with the FcdcralMinistry of I:inahce can decide that the applicant looses his right to the Iclun of
the securliy or its part. [hc financial icans to Ihe return of hit h the aplilicanlt 



lost his right will be transfi.rred by the Federal I Msinitr y iicI Tl ade ttIhc'ignstate budget. The Federal Ministry of Foreign Trade call. in connecion with the 
conclusion of the foreign trade activity by the applicant at his request, decide that 
the security or Il'spal will e returned Itothe applicant prir to the dale of tile 
conclusion of this atlivily and return the security or its part In the event the 
securily otpla ofit is lost, the applicant, ifhe conuinues to carry out foreign trade 
activity, shall cpllement it tot its original amount. 

(3) 'loIhc carryingotil oif fo reign trade aclivily on the basis ni1an aulh r/alit n 
applies tie provision of paragraphs I and 2 analogously. 

(4) The security is 

a) 20,MX) crowns for ,cchoslovak natural persons 

b) i(),tM) crowns for other persons. 

(5) The moncary amnount dclosited as security according it)the provision of 

paragraph I hs ie same interCst rate for the depositor as tther long-term
deposits placed wih Imonetary institLutions under the same conditions. 


Article 7c 
(I) hliea pllc.itrn for registralion conlains if it is for 

a) 
a juristic person, his name, the seat, legal form, slatary liurdies, identifica-

ion number if the rrgani/,ation and the subject of activity, as well as a copy of 
Ihe agreelerit with a ('/cchoslovak person, which so far carries out the forreign
trade activity prorpsed ftir registralion for the applicant, tn the method (if 
settling claims Lr laher rights and obligations toiwards the foreign persons related 
t)the property rights relations arising in carrying out this activity between the 

applicant and this (,cchoslovak person, or a statement that this type of foreign
trade activity has nrt been carried (rut for him; 

(b) a natural person, his name and surname, the name under which he carries 
nut the activily, identification number, domicile, identity card number and 
economic activity to which he is entitled on the basis of special regulations. 

(2) The applicatin also contains 
a) the type and scope of the prtposed foreign trade activity and in tie export

tof ll'jecls alsr the marking of the nomenclature according to the c-.istims tariff; 
(b)marking titthe decision tin the issued permissin according it)special

regulations to carry (rut economic activity on the territriry raf tic (./ebhsIovak 
Federative Repullic if tire proposed freign trade activity cannot be carried out 
witvilhul such permissirns; 

(c) state ne t fri m the .rompanies Register including tire subject of activity. 
(3) l)ala given air paragraph I and paragraph 2 letter ) must lie substantialcd 

by the applica t lay tire respective documents. 
(4) A ('Cciho.,hvak person furlher submits information front the finance body

tin the active results of his economic activity according to his last accounting as 
well as a d cument oa ltir deptsit tf the security. 

[2 

() If the applicatin fur registration does flt Critahn dait,accnrrdiag to 
paragraphs I and 2 oi if If iS not substantiated according to paragraph 3, and 
information according to paragraph 4, the Federal ,Minitry IfI'tmcignT rdc 
rejcts tie registration within 15 days frori receiving thc appliatioin

() Ifduring the registration or after the registrationrealliic. g"eai ir tic 
lijilkialioflor registralion change, Ihe ("echirnhlvak istra is rligel tII ixrrr 

Ihe Federal Ministry of Foreign Trade about these changes witin ! d.ys ln 
Ihc dale he learned arbout Ihose changes 

(7) The lederal Ministry of Foreign Trade can wilhdraw Iic I gist rMatIII iftir 
(Cechislrvak person repeatedly or seriously the uirtilatesrrligrioIns 
carrying out forcign trade activity bygcnerally valid legal provisiiri or ncasuc.,ir 
ifbodics ofeconomic managcmenta. well as in the ease that he dues rio fullill 
tie iligatiors dcermined in paragraph (, It goes that f1 r Ihe rmI)crd of tae carIron the date tial the decision on the witidrawal oilitr rcgistr.rtiMI uic.,1Ccct,h'gally valid according to the abov'c sClecir e corldtilirll f-r rfilli'l.t iIi .rrl itIIIl 

lulfillcd 	for the ('/chriShuvak persoin if tonicrrrs The Iedcc.a Nlrrnastr ,It
Iradl registri,,r at tir cI 1reign withdraws the the rerlrr ,,t, 1 ,Hilil , a 

irndludcd the operations of the rcgistcrcd frreign Iradc it i.ily,'I ih rrl 
Ministry f Forcign Trade can wilhdraw the rcgislrairIr if it finds Ihm IItc 
rcgistcred activity has not been carricd tili by thc ( "Vechrlo)h,, Irsicrni luilr 
than two years. The Federal Ministry of I:orcigr Trade ini,.p irc r14rraclary
institLi(tntrfthc/eclcaslrrvakperson .rbit the nullificailor rfticI Cgi',tr.1iI 

() To the procedure of registraio ,with the exceptiin Oits drawarl dkItIh a 
lit'
procedure tn Ic appeal against the decisirn tin the refsI air "i ,lr.w.1iil 

trcgistratirin, do in)apply the general regulatins n aIiriairistMrtivc uMit cdrc 
(Administrative Rules). Registratin is nrt crinidcrcid .rs a nicrasuirc (i Ifhe

idit'c. rf ecomrmic managemcnt'k)A iruper api.icati ir fil r gistratlilr must
 

hecdecided withorut delay, at the mrst within 15 days frril 
 delitery lrecdcisirrn
 
,,ircgislration contains an accurately defined type 
 alndsciIc I registcrcd

IIrecign tr;rde aclivily, a statement that this activily has ticcI 'cgitcrcd, tire
 
.1,li ed rcg at iin nurnirer, ijefirritarin r i ir pcrsr irtr '., ishiir a.t Iivity W'.i
 
registered, infimiratirn n the pissilililic ie appci , dll" iigis.rltmrr
 
dcfir.aru it the wrrker who carried he r.gist rat in rair Ir sigr.tracVu.
dCkki i,ntin rcgisraliran "ich drics nrt fully arcc tihcap hc,rt i,, 1i .Ir rcgisN

fii:r, Ciirairrs also tire statement tn the rcjcuiuIn ,ifprjl o Ihtic and
aiplcaliI 

1Cjustliticaliint ofthe refusal t oregister. Similar matier 
a. , ',,t.nuc tdirn tie 

,I i" inin hichi filly rejeclts he applicalitia fi)rrcgist ali iiii Ag. inqIti rchrl.,Iii 
I h9rstr hslhvak persn can appeal it,tic ("c 	 tihe N1ia1i,, r i I If-rgia lnadc 
ttjirmr 15 days frion the dale he rccived tilercusal if rcgisrriiia lir ecdcc si in 
,,ircgisttaliir which fully leets the rC(luest fr rcgi-Stliia ire1,au ,i.,rcdnra 
Ihc tipy rf ire applicatitn fr registraltii , 'r itire .'Aill,.Irt rt cisc,.
1at.nirtlcul of ihc registratirin, he alrlte d regi"l.ltIi)I IIrlrlralt . i ,IciIrt 

I 
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his signature.
(ion and adding of the name of the wdrker who carried out the rcgistration and 

(9) The application hisfor ignaure.inspcionregistration is submitted by the aipliant I theFederal Ministry of Foreign Trade in two copies. 

Article 8(1) The Federal Ministry of Foreign Trade shall grant an authorization tocarry out foreign trade activities to a Czechoslovak person, provided the latter
shows that it meets the requirements guaranteeing adue, eco)nomically eflicientand rational exercise of such activitiesand disposes of sufficient foreign currencyfunds to meet its liabilities arising out ofabreach, if any, of its obligations towardsforeign persons. The government of the Czechoslovak Federative Republic mayfix for serious reasons additional conditions on the mcetingof which it will makedependent the grant of authorization to engage in foreign trade activities. Inaddition, the Federal Ministry of Foreign Trade may grant an authorization toengage in foreign trade activities to foreign persons, if such grant appears to bein concordance with the goals of an expedient integration )f the (zechoslovakFederative Republic's national economy into the international division oflabor. 

(2) The Federal Ministry of Foreign Trade shall restrict or withdraw theauthorization to engage in foreign trade activities, if the Czcchoslovak or foreignperson, that have been authorized to engage in foreign trade activity commits abreach of its obligations set forth in the grant repeatedly, or in a serious manner.
The Federal Ministry of Foreign Trade can withdraw or limit the authorizationto carry out foreign trade activity from a Czechoslovak or foreign person, ifconditions decisive for its granting have changed according to paragraph 1.(3) Foreign trade activity, its change or withdrawal is written for Czechoslovakpersons in the Companies Register. 

Article 9The Federal Ministry of Foreign Trade shall enact generally binding legalrules, governing the procedure to be followed when granting, modifying orwithdrawing the authorization to engage in foreign trade activities, singling outsuch foreign trade activities, normally requiring registration or authorizationhereunder, that can be carried out without registration or authorization, settingforth conditions and extent for such operations. 

Sction 3SectionREGULATION AND CONTROL OF FOREIGN TRAI)- A(I'IVI'i'ILS 

Czehosovaboiesa~i Article 10Czechoslovak bodies a~d foreign persons carrying out their inspection activily 

14 


onthe otatasisofa contract (ArtAt6pr adir2 ~lgdt, Carry out the)fae (ntebss, par. ig and lar. 2d) are oblged 
certificate corresponding to the outco of he inspc ffici

of goods and services in an impartial way and to issue an inspectionasresinstructions or Icgal acts rcstricting the Impartliy ofsuch inmSnp e resinvalid 

Ari l y i n 
Article I 

was abolished 

(i) 'he Fcdcral Ministry of Foreign Trade shall control the exercise f t1heforeign trade activities by means of enacting hereunder generally binding legalrules, as well as through customs and, in cooperation with other central bodicsof State administration, by means of other economic instruments within its 
Powers.(2) The Federal Ministry of Foreign Trade shall sUlerise th, flcign tradcactivities under and within the scope of generally binding rel% cna*tcd tidcrArticle 3 hcreof. 

(3 ) The Federal Ministry fF in a gcncally hniding lcg.lrule, • " .r t.
 
control of foreign trade activities carried out 
 by CIeehi.lhiv-ak ard foreignpcrsons who engage in this activity oi the basis of rcgistratioui Or granlcdauthorization or who can engage in this activity without registrali n (i authori 
'ation (Art. 7 para 4). 

Article 121(1) (zcchoslovak as well as foreign persons shall not be free tI estaIblislCzechoslovak juristic persons, the basic suhjectmatter of business of which will 
include foreign trade activities and to modify same, unless an authorization isgranted on to them by the Federal Ministry of Foreign Trade.(2) Authorities of State administration shall not be(zcchoslovak juristic person 

frcc to cs.tldall.h a1under paragraph (1) hcreof, or to nodify thesubjiccl-malter of its business, unless a leave is granted to Ihcn 
 ly tIh Fedcrl
Ministry of Foreign Trade.
(3) An authorizalion under paragraph ( I) or leave undcrta nag lah (2) h,c.thall replace registratio)n or autho)riz.atin under Article 7paragaph (I). 

4 
IRAI) 

Article 13
(1) A foreign trade enter-priseforeign trade activity, which stands fo r the breachis a juirlsStic peCrsoni esta~bhliCl toh)goc)f it, citnIi tt Irl' ili r 

is 

i 



bllligations by its own ass t . 
(2) Foreign trade enterprises are not liable for conlnlitnents filthe State,

neither for commitmen iof other juristic persons,and the State and olherjuristic 
personsare not liable for commimcnsof foreign trade cntcrprises Ihis does not 
exclude liabilities originuting in accordance with appropriate roles of law. 

(1) Ihav.ing heard the opinion ilof the respective nationl c mnimit, te 
F:ed:ral Ministry of Foreign Trade shall havc the right to eabilnh foreign trade 
cnlcrpris s. Should the subjectm-nalcr of business of the newly e.iablishcd 
enterprise include activities other than foreign trade the Federal Ministry of 
Foreign Trade shall apply for approval to thc competent authority of State 
administration, regarding that part of the subjecl-mallcr of business, provided 
special rules require such approval. The Charter of the foreign trade enterprise
shall include, infer alia, its name, place of business, identification number, date 
of the establishment of the enterprise, subjcct-matcr of business and its basic 
capital. The created entcrprise shall be entered in the Companies Register. The 
enterprise shall have the capacity to acquire rights and to assume obligations as 
of the date of entry into the Companies Register. The proposal ti register the 
enterprise in the Companies Register is submitted by the Federal Ministry of 
Foreign Trade which attaches to this proposal 

a) foundation document, 
b) the agremenllt of the responsille body of state administration on the 

sulljccl-mater of enterprising, if a special regulation requires such an agree-
ment. 

(4) The Federal Ministry of Foreign Trade carries out towards the foreign 
trade enterprise the function of economic management under conditions and to
the extent set foih by law and in this position supervises the economic and social
activity (If the enterprise. 

Article 13a 
(I)The state creates conditions for entrepreneurial activity oif the foreign 

trade enterprise and regulates this activity mainly by legal regulations. 
(2) The activity and territorial scope of the enterprise can be limited or 

interferred with under conditions and in a way as set by an Act. 

Article 14 
(1)A foreign trade entcrprise shall be headed by a general director, who shall 

be the sole leader to control the activity of the enterprise, he is responsible for 
it and itsresults to the Federal Ministryof ForeignTrade; as astalutary body he 
acts on behalf of the enterprise. The g-neral director is nominated and recalled 
by the Minister of Foreign Trade. The general director nominates and recalls his 
deputies who are stalutary bodies of the foreign trade enterprise. The general
director and his deputies register in the Companies Register as statutary bodies 
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of th hlreign trade enterprise The autill lrialiolln t act )lnhehalllfftle foreign
trade enterprise is gained by the general directr and his deputies ointhe day of 
nlmination. The effects of the ending oiftheir funcloln towards third persons 
start on the dale of the registration of changes in the ( onipanies Register.

(2) The internil organization of the foreign trade entrprise and the orgalli
/.aion offthe iiU rnal management are Slely w1t nthe scope of thcenterprise 
i'hc internl ol'garliato c the foreign trade r s b"eih Inise 'i "ine. 

4rgan'iailln order, oranothcr enterprise organi/.itilin rile. hi he design~iill tit 
in internal (orgaini/alional unit of the foreign trade enler ise the word enter 
prise" or "organi/ation" may not be used. The foreign trade enterprillse caln 
determine which internal organizational units will be registered in the onipa­
nies Register as brantch officies. The head If the branch oIflice is registred Il Ihtic
('onlpanies Register and is entitled to carry out olI)hllealf of the entcclpisC all 
legal acts concerning this branch office. 

(3) The foreign trade enterprise must see toi that itsprollcrty is fully, 
effectively and economically used and protected. The Federal Ministry of 
Foreign Trade will prepare in agreement with the Federal Ministiy of Finance 
and the State Bank of Czechoslovakia bya generally binding rules dctiils on the 
management of the property of foreign trade enterprises. 

(4) The foreign trade enterprise keeps its books in the plescriled way, maikes
 
out an annual accountingand makes it available toI the rcspective bodies of state
 
administration. The auditing of the annual accounting of a foreign trade cnter­
prise is carried (lut by an expert or 3group of experts named y the Iederal
 
Ministry of Foreign Trade, or by an auditor. Costs connected with the auditing
 
are covered by the enterprise.


(5) It is the duty of the foreign trade enterprise to ColIerate it its ecnllliiicand social activity with the respective national committees and share in theoverall economic and social development of their territory in a way and under 

conditions set out by Law. it is also its duty tIoclosely cooperaite with the
 
rcspecl:c National Committee in the impIlenenlatin (if nlucaisltu., for tile
 
protection (If the environment.
 

Article 15 
1)The Federal Ministry of Foreign Trade shall take dc(l'ei igIllislirln 

liquidation, division, consolidation and amalgamation of foicign tradenrcr ise 
and mdify in the subject-matter (f their business; hen (ingso, tle Ministry
shall proceed in accordance with the provision of Article 13 paragraph (3), the 
first and second sentences hereof. A trade-union body gives its pinilonil the 
imeasures of the previous sentence. In additin, the Federal Ministry of loreign
Trade shall have the power to modify the enterprise's name, and to (hange its 
,catand its basic e pital. A divided enterprise ceases to cAi.f and its tlrtyand
Iligations and rights are transferred ti the extent as determned by the Federal 
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Ministry of Foreign Trade to the newly formed, or taking over foreign trade 
enterprises. A merged enterprise ceases to exist and its property, rights and 
obligations are transferred to the receiving foreign trade enterprise. After the
fusing of enterprises the fo, mer foreign trade enterprises cease to exist and their 
property, rights and obligations are transferred to the newly formed foreign trade 
enterprise.

(2) The liquidation, division, consolidation or amalgamation of the foreign
trade entcrprise or the modification of its basic assets shall not adversely affect 
the creditors thereof.Such liquidation, division, consolidation, amalgamation or
modification of its basic assets shall become effective as from the date of the
rcspective entry into the Companies Register. The proposal for reistration is 
subm itted by the Federal M inistry of Foreign Trade.

(3) If no decision as to the transfer of a claim against the foreign trade 
enterprise being divided is taken, the creditor shall be free to assert his claim
against any of the enterprise newly created by division, and these shall be liable
jointly and severally. 

j oin ly nd eve all . 
(4) After the disestablishing ofa foreign trade enterprise the Federal Ministry

of Foreign Trade decides about the transfer of rights and obligations of the 
abolished foreign trade enterprise to another Czechoslovak juristic person orabout the liquidation of the property. For the decision ofthe transfer ofrightsand
obligations of the liquidated foreign trade enterprise to another Czechoslovak 
juristic person other than a foreign trade enterprise the prior consent of the 
receivit.g person must be obtained, 

Article 15a 
(1) The urpose of property liquidation (further only liquidation) of an 

enterprise is to settle the property matters of the ablished enterprise.
(2) The enterprise ceases to exist after the liquidation by the striking off the

enterprise from the Companies Register. 

Article 15b
 
(I) The enterprise proposes the recording of its liquidation and the liquidator,

or liquidators (further only liquidator), who is appointed, in the Companies 
Register. During the stage of liquidation it uses its name with the appendix 
under liquidation".

(2) On the date that the liquidator was registered in the Colpanies Register
the bodies of the enterprise cease to exist. The liquidator is entitled to act on 
behalf of the enterprise in matters connected with the liquidation. 

Article 15c 
() On the date that the liquidation starts the enterprise prepares a balancing

of its accounts and submits it to the liquidator and the respective bodies. 
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(2) Within thilty days after registration in the Companies Register the 
liquidator prepares a balance for the day of the commenccment of liquidation
and submits it to the Federal Ministry of Foreign Trade together with the
liquidation plan, the budget of liquidation and inventory list about the extraor­
dinary inventory of the economic means carried out on the date (if the comn­
mencenient of liquidation.

(3) During the course of liquidation the liquidator must mainly
a) deposit all monetary means with one Czechoslovak monetary institution,

b) cmnclude all current matters,
 
c) settle taxes and fees,
 
d) sIttle obligations and claims,
c) turn inocash the property fthe en cr risc in the mo sc n nicand m os i 

rapid way or use it otthro accif n e cerd the tiist Fditeo 
of Foreign Trade, 
reorsub the Federal Mi) submitontthe redfrth Ministry off Foreign Trade quarterly and annual 
rports on the course of the liquida tion docum ent d y the quarterlyand annual 

l.ncel 

Article 15d 
(I) The liquidator prepares the accounting balance n the date of the 

conclusion of the liquidation and submits it to the Federal Ministry of Foreign
Trade for approval together with the final report on the whole course of 
liquidation. 

(2) After the screening and approval of the accounting budget by the FcdcalMinistry of Foreign Trade and after settling all tax duties, the liquidator 
a) will dispose of the final balance of the liquidation according to the decisirn 

II thL Federal Ministry of Foreign Trade, 
b) sees to the safe depositing of any written material arid accounling,
c) reports the conclusion ofthe liquidation toa court with the propsal for the
 

enterprise Io be struck off the Companies Register.
 

Article l5c
 
h'eliquidaior tf an enterprise with an 
 overdraft takes pl.ice according to
 

spccial rcgulalionsJ).
 

Sectioi 5
 
FOREIN TRlE OR;ANIZAx1IONS
 

FOR lPARTICT AR PURPOSES
 

Article 16 
(1) In oide'r to secure the dvelpment and rcal' 

.tivrty, especially to concentrate same technical activities the Minister oh 

l,,) 



Foreign Trade of the Czechoslovak Federative Republic may establish andliquidate foreign trade organizations for particular purposes.
(2) For the establishment, transfer, amalgamation, division and liquidation 

and activity of foreign trade organizations for particular purposes, the generalrules concerning State organizations shall be applied similarly. 

Chapter 3 

FOREIGN ECONOMIC SERVICES 


Section I 

DEFINITION OF FOREIGN ECONOMIC SERVICES 


Article 17 
(I)The term "foreign economicservices'shall includeservices rendered in thefield of international carriage ofgoods more particularly railways, air, road, river

and combined river and sea transports, with the exception of the procurement of 
transport of consignments, as well as in the field of communications, culture,
education, insurance, and medical care, with the exception of spa cures, funeral,
banking and financing services, provided all these are performed;

a) by Czechoslovak persons to foreign persons with the exception of services 
destined to meet personal needs of foreign natural persons and similar servicesrendered to foreign juristic persons, on the territory of the Czechoslovak
Federative Republic paid in Czechoslovak currency, and to Czechoslovak 
persons abroad; 

b) by foreign persons on the territory of the Czechoslovak FederativeRepublic; 
(2) In addition, the foreign economic services shall include:a) services rendered by Czechoslovak persons to Czechoslovak persons whenmediating transfer of copyrights of Czechoslovak authors or performing artiststo foreign countries, and of foreign authors or pcrforming artists to the Cyecho-

slovak Federative Republic"); 
b) the issuing of transport documents by Czechoslovak rail transporters oftransport provided by foreign rail transporters, and by Czcchosovak air trans-

porters for transport provided by foreign air transporters.
c) the sale of goods and granting ofservices on the territory of hie Cechoslo-

vak Federative Republic for foreign exchange (further only sale for foreign
exchange). 

(3) For the purposes of this Act "combined river and sea transport" meanstransport realized on sea and on river by the same boat. 
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Section 2
 
RE(;ISTRATION AND AUT!tORIZATION 0F i:OREI(N
 

ECONOMIC SERVICES
 

Article 18(I) Foreign economic scrvices can be granted only bly
a) ('zechoslovak juristic persons founded for this purpose with authorizalili 

accorling to Art. l1 par 3; 
b) other (Ccchoslovak persons on the basis of rcgistralion, if it is not a cae

where no registration is required and if they are not servicesgiven under Art. 17,par. 2, letter c), which may be rendered only on the basis and within the limit.%of
the granted aLithorization; 

c) foreign persons on tie basis of an authorizaiion if it is not ihe tLase where 
no authorization is required. 

(2) Registration or authorization for granting foreign services are not re­quircd: 
a) if foreign economic services arc granted on tihe basis (if law or alinternational treaty binding on the Czechoslovak Federative Republic;
b) in other cases where in view of the interests of the national econo..iy of Ile

Czechoslovak Federative Republic it is not appropriate to make the granting of
foreign economic services dependent upon registration or aulhorization; tie
conditions and extent of this exception shall be specified in the implicnhntory
provisions under Arlicle 22. 

Article I1)
(I) The granting of foreign economicscrvices is regist ered, tlie cgist fat1ion is

nullified and the authorization to grant foreign economic services is granted,
changed or withdrawn in the sphere

a) of raiiway, air, river and combined river and sea transport by the I:cdci.1i 
Minisiry :fTransport; 

h) communications by the Federal Ministry of cmniulnicalitis 
c) road Iransport and funeral services by the Ministry of fhe Intri'or; or ieMinitry of Intcrior and the Envirmmnllit of file Repul lic; in tile case of 

,lithoi/alitmi in agreenctit with the Fcdcral Ministry tfirt;
d) culture by the Ministry of Culture (if the Republic;
c! education by the Ministry of Educatio , Youth and 'liysical L'ducalioin t
 

I1c Republic;

I) insurance by ihe Ministryof .inancc, 
 Priccs and Wages o ftheRepublic; ii%ascof authorization in agreement with tihe Federal Ministry of Finance;
g) medical service by the Ministry of i ealth and Social Welfare of fie 

Republic; 
Ii) banking and finance by the State Hank of ('/chi.sovakia; in case lit 
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authorization in agreement with the Federal Ministry of Finance;
i) sales for foreign currency by the Federal Ministry of Finance in agreement

with the State Bank of Czechoslovakia and the Federal Ministry of ForeignTrade. 
(2) If according to paragraph 1the decision lies with a Ministry ofthe Republicthis means that it shall be the Ministryof the Republic in which the Czechoslovak 

granter of services has his seat, or domicile or the foreign granter of services the 
scat of his organizational unit. 

(3) A Czechoslovak juristic person, whose subject of enterprising includesforeign economic services, can be founded or its subject of enterprising changed
only with the approval of the respective body similarly as according to para-graph 1. 

(4) 7he body that has registere. the granting of foreign trade services ornullified the registration, has given authorization for their granting or haschanged or withdrawn such authorization, or has given, changed or nullified theauthorization of the founding of a juristic person according to paragraph 3 must 
submit within 10 days notification about this to tlhe Federal Ministry of ForeignTrade. The Federal Ministry of Foreign Trade keeps acentral evidence of theseregistrations, authorizations and agreemen.s on the basis of an alloted central
filing number of the foreign economic services.

(5) For the granting, changes and withdrawal ofauthoriation for gran-
ting foreign economic services applies analogously the provision of Art. 7b andArt. 8 par. 2 to 4. Provision Art. 7b and Art. 7c, par. 8 applies analogously alsoto the registiation of these services. Provision Art. 8 par. 2 applies to the sale for 
foreign currencies, however, the authorization cannot be granted if it would beundesirable with regard to the Czechoslovak currency. 

Section 3 

REGULATION AND CONTROL OF FOREIGN ECONOMIC


SERVICES 


Article 20 
Czechoslovak persons are allowed to grant foreign economic services con-

nected with export of objects from the Czechoslovak Federative Republic or withimport of objects into the Czechoslovak Federative Republic only under condi-tions and to the extent specified by the implementary provisions issued underArticle 22. 

Article 21
(1) Foreign economic services shall be controlled by those central authorities 

of State administration who registered this activity or granted the respective 
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authoriation. Such control shall he carried out by cnactrlcnl of generallybinding rules of law and by economic instruments, applied in cooperation withthe respective central authorilics of State administration.
(2) The central authorities of State administration referred to in paragraph (1)hereof shall supervise the exercise of foreign economic services under, and t toheextent of, generally binding legal regulations enacted under Article 22 hereof. 

Article 22 
In the field of 
a) railway, air, river and combined river and sea transport: the Fcdc, 1 l Ministry of Transpor:;

b) communications: the Federal Ministry of C'mmunicati,,ns:

c) road transport: the Federal Ministry of Transport 
 in agreement with tileMinistrics of Interior, or the Ministries of Interior and the Environment oIf tile 

Rcpublics;
d) cult urc: titi Ministlics of Culllure (f the R cpublics;
e) education: the Ministries of Education, Youth and Physical Education of

the Republics;
I) insurance: the Mint'tries of Finance, Priccs and Wages of tle Republics in 

agreement with the Federai Ministry of linancc;
g) medical care: the Ministries ofl Icalh and Social Welfare of the Rcpublist'
h) bankingand financing: the State Bank of(C/echoslovakia in agreement with 

the Federal Ministry of Finance;
i) funeral services: the Mini.l tics lf InIethe Environment of the Republics; ior or tile NIi.nlst ics of Inlcior and 
j) sale for foreign cxchange: the Federal Miunistiy of liluanic ill agrccnc.it
 

with the State Bank of Cicchoslovakia
 
shall specify by cnactmcnt of generally binding legal rcgulations, in agrecnceiliwith the Federal Ministry of Foreign Trade:I) rcquircments of the application for rcgisltalifl rcign ccomh.
 
scrviccs, cases, when their rcgistration can be refused or nullified and what
 
services, under what conditions and ti 
whal etetcll call be provided witlout 
fcgi.Iration;

(2) dclails oftIle procedure iu granling, changing and rcfuhsing atlhlization 
hor providing forcign economic services and which scrvi'cs, under %hat conditioins and to what extent, can be provided withoult this aufflrialion; 

(3) the procedure of Czch hsovak persons in providing fIreign ccilltllc
services, and thc organizing andsuper-vision of this activity; in the case ofsale forforeign exchange there can be, bcNidcs tIhe condiicln,, for the in1fltl'lntaloln oI 
such sales, also a modihication of its lcgal form. 
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Articles 23-36 
were abolished 

Part Ill 

TRADE' REPREiSENTAT()N ()FFIC(-":S 


017 FOREIGN PERSONS 

Article 37 
(1)A trade representation office under this Act is an organizational body ofa foreign person estabiished for its economic activityor for the promotion of this 

activity on the territory of the Czechoslovak Federative Republic.(2) A foreign person can establish its trade representation office and carry outoperations only on the basis of registration, if it is not the case where noregistration is required.
(3) Registration is not required, if from the point of view of the interest of thenational economy of the Czechoslovak Federative Republic it is not expedient to 

bind the establishing of a trade representation office of a foreign person toregistration and that under the conditions and to the extent determined by theimplementary rules issued under Art. 39. 

Article 38 
(I) The establishing of a trade representation office is registered and the 

registration nullified in the field of 
a) international railway, air, river and combined river and sea transport by theFederal 	Ministry of Transport;
b) road transport by the Ministry of Interior, or the Ministry of Interior and 

the Environment of the Republic on the territory of which the representation is 
to operate; 


c)banking and financing Iby
d) insurance by the Ministry of Finance, Prices and Wages of the Republic on 
the Stale Bank of Czechoslovakia; 


the territory of which the trade representation office is to operate.
(2) The establishing of trade representation office in the other fields isregistered and the registration nullified by the Federal Ministry of ForeignTrade. 
(3) The body which registered the establishing of a trade representation officeor changed or nullified such a registration has to submit within ten daysnotification about this to the Federal Ministry of Finance; if it is a traderepresentation office in the field given in par. I letter a) and b) also to the FederalMinistry of Foreign Trade. The Ministry of Finance keeps a central evidence ofthe registration of the trade representation offices on the basis of the allotted

central filing numl)er. 
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Article 39TThe Fderal Ministry of Foreign Trade 	 crain 	agreement with tIle Fcdr.Nlini:try )f:inance, the Federal Ministry of Transport, the Federal Ministry of(onmunicalhns and the Stale Bank of Czechoslovakia shall specifylly generally 

binding legal regulation the method and scope of the activily of the trade 
it'prcscntatio offices and details on the fcgisliation and itsnullifiati, an 01 

as',%%henrcgislation is not required. 

OF ORGANIZATIONAL BODIESFPSTABLlSHMENT 
CZECOSLOVAK PERSONS IN FOREIGN COUNRIES
 

(I) Czechoslovak persons may establish their organizationa bodies inrcigncountries to carry out economic activity or to help itspromotion on oeignwithin the limits of its registration, with the exception of cases where no 
registration is required.

(2) Registration shall not be required if in view of the interests of the nati)naleconomy of the Czechoslovak Federative Republic it is not appropriate to make 
the establishment of an organizational body of a Czechoslovakforeign country dependent upon the granting of a 

person inregistration; conditions and 
a 

extent of this exception shall be specified in implementary rules issued under 
Article 42. 

Article 41
The organizational body of a Czechoslovak person abroad is registered and 

the registratioin nullified 

a) in the field of international railway transport, air, river and combiined river
and sea transport by the Federal Ministry of Transport;
b)in the field of road transport by the Ministry of Intctior, or the Miuish y ti

Initerior and the Environment of the Republic on whose territory the (Czechoslo­
vak person has iis seat or domicile;


c) in the field of banking and financing by the Czechoslovak State Bank;
d) in the other fields by the Federal Ministry of Foreign Trade.
 

Article 42 
'Ilie Federal Ministry of Foreign Trade shall specify inagreemn with the

I 'dcral Ministry of Finance, the Federal Ministry of Transport and the Statehtmk of Czechoslovakia by generally binding rules of law details concerning the.ldita iIn for registration of organizational bodies and when rcgistration
"rg.iuialioal bodies can be rejected 

of 
or nullified. 
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Part V Article 46CHAMBERS OF COMMERCE AND INDUSTRY Details concerning the activities of the Czec..')slovak Chamber of Commerce
and Industry, the membership therein, the rights and duties of its members, the
economic management and the organizational structure thereof shall be con-

Chapter I 
CZECHOSLOVAK CHAMBER OF COMMERCE AND INDUSTRY 

Article 43 

(1) The Ccchoslovak Chamber of Commerce and Industry shall promote the 
development of Czechoslovak economic relations with foreign countries. 

(2) The Czechoslovak Chamber of Commerce and Industry is a juristic person 
associating Czechoslovak persons who carry out foreign economic activity or 
connected production or other economic activity.

(3) The Czechoslovak Chamber of Commerce and Industry has its seat in 
Prague; the regional headquarters of the Czechoslovak Chamber of Commerce 
and Industry are located in Bratislava. 

Article 44 
The Czechoslovak Chamber of Commerce and Industry shall also 
a) grant expert consultation and other assistance to its members; 
b) disseminate information on economy, economic conditions and legal

provisions concerning economic relations with foreign countries and in connec-
tion with this activity publish and distribute informative and technical publica-
tions; 

c) issue certificates concerning facts important in legal relations arising in the 
realization of international trade; such certificates shall bear the character of 
official documents. 

!IArticle 45() Th supreme body of the Czechoslovak Chamber of Commerce and 
Industry is the plenary assembly of members which especially passes the statutes 
of the Czechoslovak Chamber of Commerce and Industry and determines the 
main directions of its activity and the amount of membership fees. 

(2) The quorum of the plenary assembly is formed by the presence of a 
majority of members; it decides by a majority of members present. 

(3) In the period between sessions of the plenary assembly the Czechoslovak 
Chamber of Commerce and Industry is directed by a board of directors elected 
by the plenary assembly for a period of five years. 

(4) S -:ry authorities acting in the name of the Czechoslovak Chamber of 
C,mnmerce and industry are the chairman, the vicechairmen or the secretary
general, elected by the plenary assembly. 

tained in its statutes. These shall be approved, upon proposal by the Federal 
Ministry of Foreign Trade, by the government of the (Czechoslovak Socialist 

ARBITRATIhN a)pRTC2)F TI I f( )SIA()VA K ('I tAM lil-k 
OF C()MMERE AN IINDUCSTRY 

Article 47 
(I) Thc Arbitration Courl acts at the (Cechoshlvak (hamlber of1( "onlcrtcc 

and Industry as a permanent independent body for setlling disputes concerning 
property claims by independent arbirator! in accordance Wilh Ie provisions ,n 
arbilration proceeding in international trade r dlanions. 

(2) The Arbitration Court is headed by a board clctecd by the 11tiard,1,
directors of the Czechoslovak Chamber of Commeree and Industry for a pcrid
of three years. The quorum of the Board of the Arbitration (our is formed by
the presence of a majority of its members; its decisions are taken by a majoity 
of members present. 

(3) The Board of the Arbitration C(ourt consists of a chairman, viccchairmci
and members. The Board elects its chairman and vicechairmcn who are acting 
in the name of the Arbitration Court. 

Aticle 48
The orgauliati al arrangement of the Arbitration ( "urt and ifs procccdilngare regulated by the rules of procedure of tle Arbitration Court proposed by theIHoard of the Arbitration Court and announced by tle Federal Ministry oit
 

FoIreign Trade in (ollection of Laws.
 

Chapter 3 
SPECIAL AND MIXI- 'IIANIII ORSF "(()MMIR 

Article 49 
(i) C'echoslovak persons may agree to establish a speial chamber ,I 

t"mmerce for the development of economic relations with foreign counlrics In 
. crlain s)here 

(2) C'zechoslovak persolls alay agcc witll forcignli)casoo ta c.l, dh aic,l 
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chambersof commerce for the development of economic relations with a certain 
state or several states. 

(3) Special and mixed chambers of commerce may be established with the 
consent of the Federal Ministry of Foreign Trade only. 

(4) Details concerning the activity of special and mixed chambers of com­
merce under paragraphs I ard 2, membership, rights and duties of members, 
management anti organizational arrangement shall be specified bystatutes to be 
approved by the Federal Ministry of Foreign Trade. 

Article .50 

(I) The Federal Ministry of Foreign Trade may, for the development of 

economic relations with foreign countries in a certain sphere or in relation to a 
ce;:ain state or several states, establish a special or a mixed chamber of 
commerce. 

(2) The decision on the establishment of d special or a mixed chamber of 
commerce shall contain namely its name, seat, subject-matter of activityand day 
of establishment. 

(3) The organization ofspecial and mixed chambers of commerce established 
under paragraph I shall be determined by staiutes to be issued by the Minister 
of Foreign Trade of the Czechoslovak Federative Republic. 

Article 51 
Special and mixed chambers of commerce shall be registered in the Compa-

nies Register. 

Part VI 
NON-COMMERCIAL EXPORT AND IMPORT 

Article 52 

Non-commercial export and import 
means export and import of objects 

outside foreign economic activity. 

Article 53 

(i) If it is required by the protection of interests of the national economy of 

the Czechoslovak Federative Republic or if there are particularly important 
reasons, non-commercial export or import of certain objects may be prohibited 
or made dependent on an authorization, 

(2) Decisions concerning the admission of non-commercial export or import 
are subject to general rules on administrative proceedings (Administrative
Rules) 	with the following deviations: 

a) applications initiating the proceedings may be presented even orally; 
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b) decisions on admission of non-commercial exlolt or import ,ied not lc 
taken in written form. 

(3) Decisions on admissibility of non-commercial exporl ol iort ,hall 	 ,c 
taken by the customs authorities. 

Article 54
 
The Federal Ministry of Foreign Trade shall specify, by a generally bindiig


rules of law, the export or import of which objects and to what extent or value is 

prohibited,eventually cases when non-commercial export or import issubject h( 
authorization, which authority of the customs administration and under what
conditions is entitled to grant authorizations, and details con(erning the dcti 
sontaking of admissibility of non-commercial exports orimports.
 

Part Vi
 
PROTEC-1'IN OF TRADE P(IiY IN'I'R|.'i S
 

Chapter I
 
REGULATION OF TRADE POLI(y
 

Article 55 
The Federal Ministry of Foreign Trade 
a) submits to the Government of the Cechoslovak Federative RepublicIroposals concerning principles to govern the uniform foreign trade policy;
b) 	carries out the uniform foreign trade policy in relation with c~t)mlclcit 

authorities of other states; 
c) regulates and controls the realization Of the uniform foreign trade policy ill 

onnection with the activities regulated by this Act and also in other fields o(
economic relations with foreign countries; for this pulr ose it issues rules of1l.aw 
and takes necessary measures. 

Aiticle 5(1 
(I)In order to protect the trade policy interests or ottier uim urtait iitert'%rs 

f the Czechoslovak Federative Republic, or to secure the fulfilment olintcrna­
tional obligations, the Federal Ministry of Foreign Trade by a generally binding 
rules of law may 

a) restrict or prohibit the exercise of foreign eCinlmiumll tri.ilitat ht ics or JAle 
1goods over the territory of the Czechoslovak Federative Rcpuiblic; 
b) make the exercise or the transit hereunder dependent on tcerain t'rins aimil 

conditions, including the grant of official authorization or the subnission of 
documents stipulated. 



(2) The method of publishing the list of items ofgoods and services, which aresubject to the issuing of an official authorization or the submitting of the specified
documents, is determined by the Federal Ministry of Foreign Trade in aregulation issued according to par. 1 

Chapter 2 


PREVENTIVE INSPECTION OF EXPORTED AND IMPORTED
GOODS 

Article 57
(I) The Federal Ministry of Foreign Trade is authorized to control the qualityand quantity ofexported and imported goods or to establish a juristic person forthis purpose or to entrust with realization ajuristic person under its management

(further only "control organization").
(2) The Federal Ministry of Foreign Trade is author i,,ed to lay down theobligation of a Czechoslovakcrtificat person delivering goods for export to provide aof ionanCpechoslor ersn deiriof goodss.
(3)TheFederal Ministryof Foreign Trade or the cntrling organization ar

authori d to prohibit he dispatch of defective goods abroad, t)makrr the
admissibility of the dispatch of such goods dependent upon th fulfilment of
o
stipulatyd conditionsp odsnts 

(4)The Fderal Ministryof Foreign Trade shall specify bya generally binding
rules of law details concerning the e~xtent and form ofthecreali,,ation of inspectionThe Fdeails Moncrninity of(4)c f xForegnTade shall spcif neallot y byeear bindigtion 

and the issuance of certificates of inspection. 

Part Vill 

TRANSITIONAL AND FINAL PROVISIONS
 

Article 58

(1) Foreign trade enterprises established under the hitherto valid rules shall

be considered as foreign trade enterprises under this Act.
(2) Authorizations or permissions of foreign economic activity, non-commer-cial exports and imports and establishment of organizational bIodies ofCzecho-slovak juristic persons in foreign countries granted under the hitherlo valid rules 

shall be considered as aulhorizations under this Act. 

Article 59(I) The Czechoslovak Chamber of Commerce and Industry acting under the 
hitherto valid rules is the Czechoslovak Chamber of Commerce and Industryunder this Act. 

30 

(2) The prcscnt Organizational rules if the Uzcchoslovak (ialanlcl of ( 'mi merce and Industry shall remain in force until the day ofcoming into force of the 
statutes under Article 46.

(3) The authorities of the Czechoslovak Chamber ofConimercc and Industry.hall function until the election of the authorities of the ('zcchosl)vak Chamberof Commerce and Industry under this Act. 

Aricl- )
(i) The A bitratin Court of the Czechoslovak Chamler I ( li, mercc ,idIndustry shall settle disputes under the Rules of the Arbitration Court II the 

Chamber of commerce announced by the Decree of the Federal Ministry oJForeign Trade No. 47/1975 Coll,until the day of coming into force of Ihe rule.%of procedure of the Arbitration Court to be announced under Article 48.
(2) The Board of the Arbitration Court of the Czechoslovak ('hamber (,aCommerce and Industry shall function until the election oifthe Board if theArbitration Court of the Czechoslovak Chamber of Commerce and Indtishyunder (his Act. 

Article 1 
(Chral rules of administrative procedures (he AdministrativeRuls" shall 
neapply irth procedures under Article 56 and 57 heretf Ifpersons incur 

as a rslh of the rejection f their application f57hr e grant f.tdificaion ofan authorization 
 aicaionorof ther thra
of such authorizationa or as aasof , n toriza.tsionspermissirin oror resua resultmodliati oe r wit hdraw.IIIert lher step)s takefn inl 

accordance herewith, no claim for damages shall be available tIthen,. 

Article 2 
was abolished 

Article 03
 
(1) The provision of Article 2, par. e) of te Act No. 12/195 ('Cil. tn theC'zcchoslovak Press Agency shall be amended by the deletion of the words "...and


in agreement with the Ministry of Foreign Trade also in the field 
 f iadc.­
(2) The fhlwing rules of law are hereby repealed:a) the provision (f the Act No. I 19/1948 (ol. ol th Stte )lg.aiilii ofAl(


i 'reign Tradc and Internalional Forwarding with 
 the xception 'fiec 
(,'lcernirlg nalimalizatif;wn 
b)Act N,.85/1972 Co-l.o, l'rccdures cor 'crn~lilg ( usnhi,, 1Icl li 'i,IsII :iumn'mic (',oopcratiion with Foreign Countries;
c) Articlc 38, par. 2 of the Act No 133/197) (',11.on thc Sphere I . dAll

U:dcral Ministries; 
d) Articlc 3 of the Act 1/1952 (No. Col on Marilimc Nag.aii, 

1t 



e) Decree of the (;ovcrnment No. 11/1959 Coll. on the Amendment of the
Sphere of Action in the Field of ]mIrt and Expolrt of Precious Metals for 
Industrial, Technological or Consumption Purposes; 
f)Decree of the Minister of Foreign Trade No. 103/ 19N) ('Col. on tle Sphere

of Action of the Cechoslovak Chamber of Commerce and its ()rganiation. as 
amended by decrees of the Minister of Foreign Trade No. 32/ 1t ('Cil. and of
the Federal Ministry of Foreign Trade No. 69/1978 ('oil.;

g) Decree of the Minister of Foreign Trade No. 121/i ,1 on Authori/a-.('oil.
lion to Engage in Foreign Trade Activities, as amended by l)ecree if the 
Minister of Foreign Trade No. 164/1969 Coll.; 

h) Decree of the Ministry of Foreign Trade No. 31/1,4 ('tillon l'iticeedings
concerning Export, as amended by Decree of the Ministry of Foreign Trade 4/
1969 Coll.; 

i) Decree of the Ministry of Foreign Tradc No.32/1964 Coil. tin Proceedings 
concerning Import, as amended by Decree of the Ministry ofForeignTrade No. 
5/1969 Coil.; 

j) Decree of the Ministry of Foreign Trade No. 17/1967 Coll. on the 
Regulation tf Collectors Exchange of Postage Stamps and other Objects of 
Philatelistic Interest with Foreign Countries; 

k) Decree of the Minister of Foreign Trade No. 8/1%69 Col.on Authoriza-
lions concerning Import and Export of Goods and some other Activities of
Foreign Trade; 

I) Decree of the Federal Ministry of Foreign Trade No. 125/1975 (Col. tin 
Realization of Foreign Trade Activity for Foreign Enterprises;

m) Decree of the Federal Ministry of Foreign Trade No.58/1979 Coll. on 
Prohibition or Restriction of Export of Some Kinds of Objects in Tourist 
Relations. 

(3) in addition, the following rules of law are abolished: 
a) Decree of the Government of the Czechoslovak Federative Republic No. 

157/1980, Coll., on the grant of authorization to enter into, modify or repudiate 
some contracts of industrial specialization or cooperalion in production with 
foreign countries as amended by the Decree of the Government of the Czccho-
slovak Socialist Republic, No. 21/1987, Coll.; 

b) Decree of the Federal Ministry of Foreign Trade No. 167/1980, Coll., on 
procedures to be followed when liquidating Foreign Trade Enterprises;

c) Decree of the Federal Ministry of Foreign Trade No. 54/1981 Coill. on 
Productive Councils of Foreign Trade Enterprise' ). 

Article 63a 
Decrees or part thereof, establishing a foreign trade enterprise under the 

previously valid rules of law shall become null and void as of the day where their 
contentsare modified by the exercise ofactivities under Article 13 to 15 hecreo"2 
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II 
(I) ()uliitalion or autil n f'r/ation tradIe and foreignfr f'r'ig|i ativities 


Ctt)IiIii %MI5 es,as well its for I" c5ltliSlI. rclrctitn
o,i.,Ih ,ffice
 
and the 1,jriiiion of tieni and hr t lhe nail, l,'rgniiati inal
Idics of 
(,'echolov.,juristic pcrsons alioad, grantcd dcr(lirng itihe precent rule. is 
tnsidercd ., atithori,,,tlin, or rcgislaltin rtIlr this At I 

(2) Ilie icdral Ministry allotts a cei1r71 CVItIi.C nnnIbCr it, pCiS
rccicid auilhori/,ation for fi'rcign iradt ati ilyoufhrcign cconmin ic crvics Ap 
o the t inie this At ras ldic %t,atcfin Irt ostic,)in AIadop ted; tic of a rlt i g 
I9 must inform the Federal Minis ry of F rcign Trade wilhin U)days alter the 
date this Act caie into force about a list of icrson "whit hreceivcld atllhri/Alait 
for foreign corniii, crvices and the conntnls of tie issued autihori/atlio.

(3) Generally binding rules oif law' issued according I Art II arc t'iit-lei d 
to b: generally binding rules of law issued according tI At. 22. At,ll fi/at il)foit 
foreign trade activities according ti Art. 0, par. I, letter ) is considered as 
authorization for foreign economic services according to Art. V). liar. 1,letter i)

(4) For the export and import carried out bya (zcchoslvak rIwson, which this 
person would be authorized tt carry out without authorialion according to Art. 
7,par. 2, letter b)of the former version of the Act, if it is rcalizcd tImeet the 
ohligatiions of delivery on the basis of an agreement oipridrutioi)t4n cooeration 
(Art. 23 of the frmer vcrsin oifthe Act) validly signed Ieftjre Ilis Act was
adopted, or the obligation to deliver which arouse bcforc this Act was piannedLIon
 
the basis ofsuch an ageecnirt on couicralill, n)ilher rcgis.natirIIrir auilhoti
 
zatitin is required for a period of three nltlnlils.
 

(5) The bodies of the socialist sclf-dmini%tratitn of the hlrlcign tradlc 
enterprises are abolished and the election period f the general directolr of the 
foreign trade enterprise ends on the date this Act is adoptcd, ho.cver, ihe 
general director continues in his office up ti the date on hih the general

director nominated by the Minister oifFtreign Trade (Art. 14 iar. 1) assumes
 
resp(nsibility tt act on behalf tif the f'reign iradc enterprise
 
(6)IfinAct No. 42/198) (oll. on lconoiic Rclail ins wilh hliltigi t ',lutt 1n
 

in the vcrsitn of the Act No 1012/188 ('Aull the terrii ( U/ed,hslu.ak Sitiali:,t
 
Republic is used it should be read (',echoslhval Fcderalic Rcpuhilic
 

Ill
 
The presidium ulf the Federal Assemrnhly in il
is alntlmirizd th) JiItllIIrC the 

(C'liectin of Laws the cimllCle veric'ri 'If the At N 42/1l4) ('1 iu (
FItli ,ur lic n s : ( 'ou lri cs as r, the A rts whlihR clali w ith 1r"igri f "lhuws 111 

midify and amend it. 

1V
 
1 his At shall lectlc cllctisc as ,1 May ,st.I' 

1 
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The Act No. 102/1988 Coll.modifying and amcnding the Act No. 42/1980 Coll.on Economic Rclations with Foreign Countries becime cffcctive as Olf1988.w July IsR, 

3) A nl.2, a) and b) of I he Act Nio IZ3/19654)Art. 521 of the International CLAI1on Ihc (czchoothovakI radc Code Prcb AgencyWh6)Act No. 142/1970 ('o1:on Foreign xchange Control 
7) Act No 144/1970 ('ollon Ih.('zchiilovak State [lank
2)Act No 118/1975 ( oll and Act No 133/1975 Coll on Advocacy6) Act No 36/1967 (oll on xpens and Interpreters

91 Para 600-624 of the International 'rade (Ocd .
 
)Act No. 358/1989 Cull on banks and saving banlu 

9) Para. 26a and the following of the Economic Ckide.

9d) Art. 352-354 Act No. 99/1963 Coll.Civil Procedure Code a" amended 
on lteroccasions
10)Art.44 per.(I)(6)of hc I.terary,ScientlficandAniticCnralhv Work& Act No 35of1965.Ctll
(the Copyright Act 190)
1")The Administrative Prxcdurc Code (Adminitlrative Rules) N, 71 of l l 

Economic Relatiorns with F:ore-ign Countries.
11a) Art. Ii ol the Act No 102/1988 Ccll . modifyng and amending the At iNo 42/1980 (04on
12)B g.Decree of the Minister of Foreign Trade No 
 312/1953 Off llul on the lstablishment of 
Strojcxpon, Forcigp Tradc Entcrpns for the |porl of Machinery and tiqutpmcnt asamended onof Omnul. Foreign Trade Enterprise.latcrOccasions and Mkcree of the Minter of IForetgn'rradc No 74/1971 ('o)l13)For example, the t)ecree of the Federal Ministry of Foreign "rade 

on iheiltabltshment 
and the I:cdcrl Ministryof Finance No 8/1981 Coll, on coupons of the foretgn trade enterpriseof the Federl Ministry of :tnance 

*urcxand the DecreeNo 83/1988 (lt.on the conditions of the sale of gotids andganting services for foreign exchange on the teritory of the ('zcchosl(v-k Fcdcrativc Republic 

Remarks on the Amended
 
Enterprise 

t
Foreign Property Participation 
Act 

W n nNN ic l cr8 19 8 heE rp st Wth F cg 1o 1 twiy lid 

lion Act (known as Jointthe Venture('olection of l.aws and 
Act) was adopted (publishcd in tie)ecrees under the No. 173 andJanuary i, I'9) l h force a% ofone could hardly imagine fhai w Shaslile,basiccage tina oCrychanges in thfe ActA wouldlulh ecome nces'.ry. 'c. ita t ',

lowever, the radical polilical and ccmttln, Changes it.btrought about the necessity ­ together with amendment. andtJmodificatioms ofolher lCgislalion ­ to amend and modify the alove inltiuncd AtI This concpt,fits with the complex legislalive work i.e. adoption if atitCdrtcnls orsuch new Act.%,as cg State Enterprise Act, the Joint-.Stok ('ompanic. Al, Ihe AtModifying and Amending the E~conomic Code, tthe AAt oPlmPrvalc 1--ilrci)rc­ct I litncurial Activitics of Natural Persons, Foinomic Rclaltis wih Foreign ('atn
tries Act. cic.
 
)vid 
 s,a e l gidof whichthObviously all legislation is meant /cas lov la h ha alJmlperiod, as all Ittl .off regultllon lot a trtstiinIat the eid of which the ('wcohsivak cililiy would have beccntransftrmed inft a market economy system Thii explains why,elenents of lihcrali/al apart frti ,Ihe new lcgi.slation l ill ctiact .%lsteIcaotfretit lionswhich shiuld gradually fade away.
In additit.t it is apparent that lduring lehthcap)licalit)n tsi altICiflhis ncwieg.islatitin liegahered ,tnd I lt',ll Ul L ' kilttI ot
,edthe filinitlhpreparing the new ('ommcrcial ('ode, ('ompanics At I J.iiinilar Acts, sitolur regulation will be harmonized wilh that

ihe
Eurolan slanitlards A cojll)ultion
towards Ihisgoal is also expected from the nc'c%..aryclaltgje in Ilhcpiroperty law,
laxing legislation and rules governing 
 ankrupley
Irpon IhC achicvcmenl of thcsc aims, thcrc will bc [it) tcid In 111C lil eift-hlaC
a scparal At rcgulating jtinl v'cnlturc citrpuiraliiis vi, bhasially, inctlil.the principlcs if the former stritl, plannt'd ccinmuVtirgimc will Ihlilalcliingsyslcni. t is cxl)cclcd hat some time in Ihc future the trif tlesoftoilitir'iilarid clmpanies law. not disciimina tlog bcwccn I liclilvc.I cnl colm es, hut 

p14.c flou Vkhcrc lhcelling forth cii.tl t-itle fll .,I1.%%ill 11t stilt1CilitIlitwcvCr, we have not yet reacheLd ilhat lpiit and, olmstqiltiill it ill.i'l l IcN,

lI amend the cxi.ing Act. 

%'ihal are thu basic changes colaincd in tIhe Atietidl l A\(I) It is nh1w potssibl I.
for private (C/cthi..oslak utile lii it.i, pait In Jllt 
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Bank. In addition, they will need an authori,,a(ion by th tc"ae Iank Czecc-slovakia it)open a foreign exchange account with a foreign bank. Dramaticdiscussions preceded the adoption )f these provisions. An important part ofexperts (practical businessmen) pointed out that in their opinion these ruleswould advcrsly affect the interest of foreign investors to invest their monies inCzechoslovakia. Othcr part, however, saw in the rule the necessary conditionwhich would enable our economy to reach the convertibility of (z. crown whichshould materialic within the shortest possible time. 
For a concise information, let us now re(apitulatc the ai ch'lcimetlsof thenew rdgime:
(A) Branches Where Enterprises Are Admissible 
Joint ventures maybe established in practicallyall branchcs wit h the exceptionof those which are necessary for national defence and security.(B) Participants 
Both Czechoslovak and foreign pcrsons,juristicas well as natural, are enti.led 

to establish joint venture corporations,
(C) Legal Forms 
The following forms of corporalions are admitted: 

- Joint-Stock Company
Association 

- Private uompany limited by shares 

- Limited partnership 

- Partnership limited by shares 

-
 General commercial partnership
(D) Shares 
Shares held in foreign hands are admitted up to one hundred (i(X)) per cent.(E) Authorization to Establish 
Generally, the Federal Ministry of Finance in agreement with the Republican(i.e. Czech or Slovak) Ministry of Finance, Pricing and Wages will grant such 

authorizations. In the banking business, the authorization will be granted by theState Bank of Czechoslovakia. 
(F) Enterprise Taxes
 
These are regulated by the Act No. 157 of 19 9, Coll.
- Income tax. It amounts to twenty (21) 
l.r cent the assessable income, unlessthe assessable income exceeds 21)AtX) ('z. crowns, In this case the rate is forty(40) per cent. Exceptions may be granted.- Wages volume lax. Generally, it amounts t)fifty (50) per cent the volumeof wages paid. In certain branches (tertiary sphere) tie rate is twenty (2)) percent. Exceptions may be equally granted.
(G) Tax on Dividends
A foreign party in a joint venture company will pay, generally, a tax ondividends at the rate of twcnly-five (25) per cent. Specific rtgirne will apply in 

3 M 

thos.sf Lases t,Ali I the rules of lealics wh" It (Cechoslovakia concluded withseveral counties t)avoid double taxation, apply. The rates vary in this instancefrom ,cro(t) to fiftecn (1.5) per cent. Dividends paid ioCcchoslovak parties willbe added iotheir assessable income and taxed accordingly.
(11) Folcign Economic Activities
These arc suhject to the regime of the Ecomomic Relations with ForeignCountries Act. Majority of all activities may e exercised under the newamendment (daling from NOWl) (n hand ofa simlc Iegistrathi Thc remaining

activlics lit be aulthoricd. 
(1) Foreign Exchange Regime

thirty (3A)) per cent foreign exchange earned must bloittcd for purchase
iothe Slate; 

- accounis in forcign exchange kc) with a foreign bank may be opened onlyupon an autlhori/atfin having been graited by the Slate Bank of 'zcchoslovakia- credits may be taken from a foreign Bank only oinhand of an autlhorizalioni 
by it.StC Bank of (C/cchoshivakia.

(J) Repatiation of Profits
(Jaisically. fsu lilatiil ispsslbi only if thicearc suttit iitllr1,l1t1e%II

lorsign excl ange
But a llore liberal rlginle shall g9i
srin such rclatriallot 1 in ,asCoi sipc ilIu
trcatics Iofoster and protect foreign invcstncl.It is tle aili olthese remarks to gisc an initial itfrmailon o11changes havingiakcn place latcly in the lcgalrcgulainin ofthc given topic to Ihsc foreign partieswho arc intcr stcd in trading in ('Vcchoslovakia When preparing ihcm,the basicand main crilt.iion was speed As soon as pi issil ilc, IIhe ('/c 1, ak ('hanlicuif ('onlerce and 

hsi 
Industry intends it)prelpare a new conuicntaly on the:ntcrprise with Foreign Propcrty Piaricilia(ion Act wherein inoure allcnnin willlie paid to individual changes and ancidincmns in Ihc Act itsclf lil ,ilsoa numberf oither questions, rcsulting fjorn the new economic lcgislai, will be treated 
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The Enterprise with Foreign Property

Participation Act 


The Act of April 19, 1990 

amending the Enterprise with Foreign Property


Participation

Act No. 173 of 1988, Copl. 


The Federal Assembly of the Czechos!ovak Federative Republic has passed 
the following Act: 

Part IGENERAL PROVISIONS 

Article I 

was abolished. 

Article 2(1) An enterprise with foreign property participation (hereinafter referred toas "enterprise-) shall bc a juristic person engaging in economic activities with aseat situated on tht territoryof the ('zechoslovak Federative Republic, provideda foreign participant takes part in its cstablishmen and, after such establishment,in its trading.
(2) For the purptiscs hereof, a "foreign participant" shall include both ajuristicor a natural person with a scat or domicile outside the territory of the Czecho-slovak Federative Republic, who participates with an investment in the enter-prise. 
(3) For the purposes of this At, "a ('icchoslovak participant" shall includeboth a legal or a natural person with a scat or a domicile situated on the territoryof the C'zechoslovak Fedcralive Republic who participates, together with theforeign participant, with its invcstmcnt in the enterprise.
(4) In addition, the present Act shall apply also itcases where the enterpriseis established exclusivetly by a foreign participant or where such a foreignparticipant participates exclusively in its trading. 

41) 


The c-t~ I 
 II,:nlcheIgal
form, as well a:, the legal lcl,11ons. and fileArticle g 
,c tionliuf (iI t nlterprise shall be governed by (,/chlilh)i taw." 

I it CllteI 1 IC stands for the bhrcach of its c,,,Il,,litnnts and ,utihr
,,lha"i,,n, with its own assets.(2) The enterprise is not liable for comnhI nlnis of the Statc or fritments (ifother juristic persons, and the State and such other juristic 

o coi| 
persons are not liable for commitments of the enterprise; this does notexclude liabilities originating in accordance with appropriate general rules oflaw. 

AUTHaRIZATION TO ESTABLISH AN ENTERPRISE 

An enterprise may be established only on the basis of, and to the extent of,
 
an authorization to establish to be granted by the Federal Ministry of Finance
 
having heard the opinion of the Ministry of Finance, Prices and Wages of theRepublic, on the territory of which the enterprise will have its scat (hereinaf­ter referred to as "the authorization'). In the field of banking business suchauthorization is i be granted by the Czechoslovak State Bank. 

Article 6
(1) An aI)Ili'Zation for authorization may be filed by any partilcipantlapplication, the applicant shall state: In su Ii
a) the name, seat, legal form and subject-matter of tedig ot tle cntciuiascb) the name, seat and/or domicile as well as the subject!matler of trading olthe participants, 
C)the basic capital, tie shares of the individual particillaints, tlie hloii ofsI iicas well as the currency in which same will be paid, the prescribed amount of thereserve fund, the participation of individual participants in the bodics of thecnltrprisc pr.vided such determination in the bodies is not inconsistent with thelegal form thcreof as well as the distribution of profits and coverage of losses, ilany, unless saine does lesult from the legal form of the enterprise.(2) If more participants establish the enterprise, a draft memoraidui.gtcnicnl establishing ;Isame as well as draft bye-laws or statute of .ane shall.utclnpany the application. 

Aritle 7)W hen de iding up on h cgrant fanaulh tilJ li t ihIcscti n.a l lh, I) 

41 



shall examine whether there is hopc that the enterprise being established willcontribute to the increase of fruitful participation of C'zccho ovak ecnomy inthe international division of labour and whether during its economic activity will 
be able to create sufficient financial resources both in ('ecchsovakforeign currencies. as well as in 

(2) An aulhori,alitio fo~r business and trading actlitics may bc granted ill any
branch of national ecomomy with the exception of those imptrtantand security of the Czechoslovak Federative Republic. for defence 

ing-) 
(3) A dicision ulon an application shall be taken in administrative proc.ed-not later than sixty (W)) days following the date of same having been tiled, 

Article 8 

An authorization granted to the prospective enterprise under Article 5 hereof 
shall substitute all authorizations necessary for the respective type of economicactivity under specific rules of law, provided the authorization under Article 5hereof is granted by an aulhorily who has the power togrant such aut horizationsto engage in said economic activities and the authorized type of economic activityof the enterprise covers up such activities, 

Part Ill 

MANA;EMENT OF TilE ENTERPRISE 


Chapter 
ECONOMIC ACIVITIES 

Article 9 

In the Slate Plan of Econonomic and Social Development. no tasks may be 
imposed on the enterprise. 

Article 10Legal relations arising out of cooperation of the enterprise with C'exchoslovak 
juristic persons shall b governed by the Economic Code, provided that provi­sions of the Economic Code setting forth the obligation to conclude, modify orcancel a contract without the actual intention of the parties, or the power tocreate, modify or cancel such obligations, as well as those provisions which, dueto their contents, do not correspond to the nature of the enterprise or which areinconsistent with its legal standing as defined hereunder, shall not apply. Therules of the International Trade Code shall not be affected thereby. 
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Chapler Ii
 
FINANCIAL. MANAG;EMENT
 

Article II 
The nlclrprisc shall be asscssable only for lax.s provided for ill the A4l. 
After its csial~llslinirt, the joint ventures crN,rali shall creale a reservcfund up to the amount, and in amanner, set fi)rth in its bye-laws r statutes. Thisfund shall be yearly fed from the earning after taxcs by amlUnls ,f I(t less than

five (5) per cent the distributablh profits, until the amount lixcd in the byeor statutes is reached. The minimum amntllull fa reserve 
laws 

per cent the basic capital. The sncrpri.c lund shall bC ten (1)hall fed a part of tie rcscrvc food ill 
foreign currenciese 

11on Payment (d taxes and contribution intl the rcservc lund (Ail. 12-helcdJthe enterprise shall be free to distribute the remaining part of available profitsamong the parties. 

Article 14 
(I) lie annual balance sheet ofthe entcrprisc as well ,s it,,linancial slallilllt 

Ch a er each year siall be ,uljcc, I an approval by Iwo auditors.Ihauditors shall exercise their activities ill an indep end enttheir necessary professional knowledge. W, u sng
i 

(e) Rulesgtvcn funtiitis to auditor, and ieir applilotAr 9cnlby the rective authority 4)f State adhinisratiin shall bc cnacctd by theFederal Mitiisiry of Finance in a generally binding rule of law, 

Chapter II
hFO)REIGN EX(HANGEc INA EMhN 

Article l.'ihe duty Ituolfer (forcign exchange) set forth in Iorcign cxhlange regul.lition

shall apply to an enterprise, itoo,.
 

An enterprise shall be free to open foreign Chl.llge accounts "ith aCechoslowak fot'cign exchange banking inltitthe ('echoshovak utiOn or, wi1li the artln i,,atim n ofState Bank, with foreign balk., 
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ArtiIle 17 

Thc conversion of he (/choslovak currency into foiiwiln and vice 


versa shall take place 
at rates fixed by the (/choslovak State Bank. 

Article I%akfirLignA lic n h.' pl ihiseigt:Vi : h.il l.kinyie initek e fonItayfo r c~ig I+cxc h a -:uh credits,i ~infsc "C~c 
e bh l lk .tcd tllfm(*,crlighos h ­

ion may tksuhchcekditat . 
I'.lk, r,' ,ih Ial.i,nt .,l ithe fmfi rg 

('haptor IVS( )CIAI. ANt) 1 e(N)MIC INF( )R MAI )N 

Article 19 

An enterprise shalla) set upa system of social and economic information in concordancc with therespective generally binding legal provisions applicable to Czechoslovak organi-
zations, the subject-matter of enterprising (business and trade) of which is
similar to that of the enterprise; 

b) keep accounts and books in (echoslovak currency in accordance with thelflmeasures
respective generally binding legal provisions; exceptons, if any, based on the 
different nature of the enterprise or its legal standing hereunder may be granted 
to the enterprise 	by the Federal Ministry of Finance;c) supply the respective authorities with the accounting and statistical data to
the extent, in the manner and within terms set forth in the generally binding legal 
provisions. 

Part IV 
TRANSFER OF CAPITAl. 

Article 20I) In case ofwinding up the enterprise or its liquidation, or in case of the sale
of shares up to the amount previously paid (invested), the foreign participant is 
free to transfer abroad the proceeds from his part. Provided that, the transfer
shall te made in the currency formerly paid in. 

(2) In addition, 	 tihe foreign participant may transfer aliroad his part in tlie 
earning of the enterprise and, in case of winding up, liquidation or sale of its 
shares, the part exceeding the capital formerly paid in, provided the enterprisehas sufficient foreign exchange funds. 

Article 21
(i) Persoins whose domicile is abroad, employed by such an enterprise, shall 

44 

lie free totransleIr 	 iL* .irid 01 t i n 5ilh 1h1i1 ci.ilriiad th ir in 'ili duly. 
nienlwith iurrencyentlrpis.. 'h1 

(2) The enterprise shall be to tran.lcr SU1ii,fll 	 abl,jl dt"ii t'd to co''clsi cial insurance cintribl ii,)s in favour ofpcrsons on it,, 1.ilf %,hscdo micile isabroad, or Io transfer same in accordance with (ie dil tlives of suth p<rsims,pic.rovideitrmd thle insura nce is not contra cted in the ( %hjva Rcp lj ­ifal insurance"as 	ucd ilhrlI ughotl ' lhhishioslloAtLIslllk :cdL at iv Hccoiver insurance 
cotlribult in i' as of illness and pregna ncy, chiltren rinucs, acc-idcnl and oldage insurance as WLl 
as insurancecont ribUtitin flr LtIICIIIploytJnLit
(3) The enter prise shall continue ctributing to the olit age insurat+l -:,,. Ihlic 

of pertsons oI is staff w1insei domricile is not in tlie ('/CLhchilik Fcdcrative
Replillic e . oii(4) 	Sour t lihih all playm cts ii cl the irte dir g liarigralph ..milay lie 
made, shall lic exclusively the proper foreign exchange fundsfill fheenterprise. 

AtLl 22
(1) hlie Rir ulictyf the enterpris e the territh y te i ('cti s vukFederative Republic may xprol riateod itsee 	 %irrights an ifterest in such 

proprty may b restrict. d only in accordanc ith the rul s f the At.
(2) tnder par. (!) thereof are ta the the foreign liar ti.ipaill


receive a compensati n corresponding the actual valun cahis u
tio fif fr tyaffcted
ly sa l besre elyt e rle brod thnf re %hell f nin ur y irci< 

tiin shall be freely transferable airoad in the currency which the fireignparticipant paid when acquiring his shares in the corporalion or, otherwise in the 
currency of the country in which it has its seat or drimicil. 

l'art V 
WINi)IN(; tip 

Article 21
 
I) An enterprise shall not cease io 
 cxist, unless and until wound ip. The

pirpise of sutch procedure is to settle the property relationsinif thle entCrlriscbciig wound up 
(2) If the liabilitics of the cnlcrprise cxcecd its asets, it %halllie wo()und 11 by

licans (of liluidailion under the prhvisions of Art. -352 Ihr ugh 354 of the ('ivililocedurc (ode' 

Arlicle 24 
(I) 'h1ie cliterlr., ' c shall apply for the entry i if., wiildiig Up aid of tihleplipointed liqtlidator into the C'iianies Register. I)uring thc term ol its 

windiig up it sh ll add ti its naie the words **beingwlolund lip" lit "in lii id.itiiir"i the case may be. 
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Remarks on the Joint-stock
 
Companies Act
 

On the iclr Iiory ofpresent-day (zechoslovakia,
effect until Austrian regulations were in!'119 in Bohemia, Morasia and Silesia, Hungarian regulations inSlovakia. Pr ovisions concerning joint-stock companies were included above all inthe Imperial Patent of November 26, 1852, No. 253 of the Imperial Code (the so­called corporation law) and in the General Trade Code with introductory law ofDecember 17, 182, No. I of the Imperial Code %,f1863. Another importantregulation was the so-called "stock regulation" No. 175/1899.After the birth of the independent Czechoslovak Republic, in consequence olthe reception norm (in a law passed and promulgated on October 28, 1918) theabove regulations remained in effect in Bohemia, Moravia and Silesia. For thesame reson, the Hungarian trade code of 1875 (Article XXXVII) remained ineffect in Slovakia and Carpathian Ukraine. The regulations were supplemented,in the period up to 1938, only in details by government or ministerial provisionsconcerring especially some matters in connection with the establishment ofstock banks, balance sheets and statements of joint-stock companies, etc. Nochanges were made in the basic legal regulations.In 1945, the nationalization decrees affected the property of many large jointstock companies (especially those doing banking and money transactions, butalso production enterprises), but left intact the basic legal regulations. It was onlyin 1948 that substantial changes were introduced in consequence of fundamentalsocio-polilical changes (extensive nationaliation of industrial entcrprises, es­tablishment of state economic organizations, and gradual elimlat;on of private
enterprise in general.)


By Law No. 243 of November 17, 1949, (Cziechoslovak joint-stock companies
were required to submit applications for state licences and for official approval
of their statutes which had to conform to the provisions of this law which also
provided that those joint-stock companies that would fail to do so or not receivethe licence would bc abolished. In this way, practically all joint-stock companieswere liquidated, with the excepton of those founded for foreign trade operationsaccording to Law No. 119/1948, on state foreign trade organizations
international forwarding. 

and 
This law on joint -stock companies superseded all previous regulations; the lawwas very brief, limited only to fundamental definitions and the required contentof the statutes of joint-stock companies.
In the period which followed, joint-stock companies virtually disappearedfiom economic life. Foreign trade joint-stock companies were merely formal 
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provided for in the company statutes. The claim to interest is a lainm toward. the company. When the company pays dividends, the shareholder is entitled to adividend in excess of the interest which is included in the total amount of thedividend. If the dividends lower thanare interest, only interest is paid to 
shareholders. 

The law also permits -staff shares" to be issued, and sold to companyemployees at an advantageous price, i.e. under the quoted price or even below par. The statutes regulate the issue of these shares and dclails of their acquisi­
lion; the law only specifies that they must be shares registered in the name of theowner, and be transferable only among company em ployces and retired employ­ees. When employment is terminated (in another way than relirement), theseshares mut be returned to the company which has to pay the quoted price forthem, or at least their nominal value, unless otherwise provided in the statutes.The -.ame rights pertain to staff shares as to all the other kinds of shares. Withexcepions specified in the statutes, shareholder's rights can be freely transfered 
and inlerited. 

The share is a documcnt attesting to the rights of the sharcholdcr, It can be ashare registered in his name, or a bearer share. Both kinds can be issued by one company. According to provisions of Art. 3 of the law, the share is an obligation
because only by the share can the shareholder's rights be transferred, and onlyfor the share is the shareholder's investment returned or repaid. Shares regis­tered in name are securities because they can be transfered by endorsement.Also interim documents (Art. 7) and redeemed shares (Articles 80, 82) are
securities. In transfers by endorsement, the law refers to the provisions of theBills and Cheques Act No. 191/1950. Bearer shares can be freely transfered bymere handing over (Art. 4). The law also specifies the content of the share 
(Art. 6).

For the founding of joint-stock companies, the law abandoned the previousconcession system under which a state licence was needed to establish a joint­stock company. The founder of a joint-stock company may be a natural person
or a juristic person including the state (which is listed separtcly in Art. 15 butwhose character of a juristic person is not in doubt.) The law even permits thatfounder be a single person, which is exceptional in legislation concerning joint­stock companies. The reason is to make it possible for the state to Iransform itsexisting state enterprises into joint-stock companies. A difference exists in the way a company can be established by one founder: whereas a juristic person asthe sole founder can subscribe the entire capital stock, and become the onlyholder of all shares, a natural person, i.e. an individual, must establish a companysuccessively, through a public subscription of shares. Such person cannotsubscribe the whole capital stock, and be the holder of all shares. It is, of course,possible for such person to become the sole shareholder during the existence ofthe company, by acquiring the shares owned by the other shareholders. 
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The law IcqUirCs Ihat the sul)scriplion of slares he based (Hcontlract (when there arc several founders) a founding 
oaron a founding plan (whenis only one herefounder). The obligatory content of Ihc fiomnding contract and thefounding plan is prescribcd by the law in Art. 17. The founding contract requiresa simple written form but (he copies must le notarially verified.
When a part of the capital sto k s I i 
 Ieformed ly a non-monclary Share, thefounding contract (plan) must contain the character and value ofthe investment,the firm making it, and the name ofihe sworn expert who has asscssed die valueIt ensues ronm Ihe prlovisions offAr It cs 17 27 oltlic law diat theI ollowingarcthe prcrcquiits (I estlablish a joint-slock coimiany:


a) founding contract 
or a founding plan;b) suhscriplitin oif capital stock oif at least ltJ,W)( crowns,thirly (30)) per cent must be 
" f wrhi.iat leastpaid in before (hi company is entered in thecompanies register, a sum not lower than 50l,(M)) crowns;
c) in the event of a successive establishmentl of the join[
nit sck compijany, theholding of a consliluent general meeting;


d) statutes, 
ihe minimal content of which ispicscrihcd in Arl. 2(1 o tlie law;e) registration of the company in the companies registcr. The applicalion forregistration is governcd by the provisions ol Ai. 27 of the law.The organs oif thc joint-stock conpany arc: (lie general nectng, the Itiuad odirectors, the supervisory board, and [lieauditors. All these oirgans, wilh t ieexception oifthic auditors, are obligary.Corapany stalis may provide also Iorother organs (e.g. managing director, director's board etc.), according to coiln­crete needs. 
At the general meetings, itis espccially (lie will o the joint -stock chnipanywhich is expressed. They serve for the ptirlpose ofcxcrcise ifthose shareholders'rights which they cannot exercise separately but only together with the others.
These rights are 
exercised through voting at general meetinigs; every share­holder has as many votes as he owns shares, unless otherwise provided by thesiatutes (Articles .34, 35). The rights are defined in (lie law in its Art. 43. Theyconcern mainly comlany affairs in connection with busincss deals, the right toinspect the balance sheet (annual financial statement), and dccision-making onthe division of profit. The general meetings arc convcncddirectors, but Iy the board ofalso by the supcrvisory hoard if (he interest of the companyrequires it. The law recogni/cs the contlitucnl general meeting (Art. 22 cl seq),thc regular general meeting (alleast nice a year), and the cxlraOrdin.irygcncral


meeting.

The uiald oll dircclors is therc)rcscnls the company 

socallcdislatllty ,ng,towards third it (lie collpany; itpcrsois oiriginally, wihhoulauth4iriaiin (Art. 50). The slautcs, (lie general mnctluig or 
a special 

the su|pcrvisoryhoard can limit, by their decision, the right ofthe board ifdIirctors to representthe company, hut without effect lowards lhid persons. 
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union organs will be defined by laws. 
In its final provisions, the law declares the joint-stock companies established 

according to previous regulations (Law No. 243/1949) as companies founded 
according to the new law. The exisling joint-stock companies do not have to he
established anew, only their statutes must be amended within .six months so as to
be in keeping with the new law. This will mean, as a rule, deletion of provisions
concerning the state licence for the establishment of companics and stale 
supervision in them, and possibly also changes of provisions concerning the 
organs of joint-stock companies, etc. 
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The Joint-stock Companies Act 

The IFCtlciil A.sscanhly aft he (/cchoshlva lk I:cdcrativc R l ili. haIt- pasc,.d
the Il'lIhwing law: 

Part I
 
G(ENERAL PROVISIONS
 

Article IJoinl-so,:k ,company 
(I) The joint-stock company (hereinafter only company) shall Ie a juristic

person for entrepreneurial activities whose capital stock is divided into a ccrain 
number of shares, the nominal value of which is determined in advance.

(2) The company shall be the owner of financial acans paid and god%aiadc
available to it by its sharcholdcs, as well as of property acquircd during its 
business activity. 

(3) The designation joint-stock company or the abbrcvialii -a s sshall ic 
included in the commercial name of the company. 

Article 2
I) The company shall be capable of acquiring rights and asuniag obliga

lions. It stands for the breach of its commitmntls and other obligations wilh itsassets. The shareholder is not liable for the obligations of tbe company.
(2) For the purpose of this Act, also the owner of the interim ccrtilicatc is 

dccmcd to be a shareholder. 
Ailicle 3
 

Shares 
(1) A share is a security giving thc sharcholdcr thc right to pai.aiipatc,according ito this Act and the statutes ol the company, in its nianagcici, its 

p)rofits and the remainder of its assets when the company beconacs cxinta.
(2) Jnlcss provided otherwise in this Acl or in the stalutes ot liec, mipany, iac 

company issues shares guaranteeing the same rights o thetowncs of thc sailc 
nuimlcr and the same kind of shares. 

(3) it several kinds of shares arc issued, the rights pi taining ha tIhc vimlaus
kinds of shares shall tbe defined in the stalucs. Shares ffhe .saimec kind shall have 
tlhe same nominal value. 

Article 4
I The shacs can be cilhcr shares registered in the nammc tai Imc %laitIl.dl,

Mi earcr shares. 
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against the company heore othcr crcdit Urs. 
(3) The certificate can bc issued in name or foi hoalder.(4) tIhc issue of thcSc ccrriFi lcs do s not incrcase"fhe capiltal stock and does 

not involve any sh.r'holdcr's rights. 

Article 12(1) '1 hC colijilliy Can1 acl.InIC, for its asscts in cxcess i ihc c"pital htck, tlie
shares it has issued and are fully paid for.

(2) The aggregate nominal value of these shares %hich the company acquiresas its property must no( exceed one-third of the capital stock.(3) Unless otherwise provided by this Act, the company must not exerciseshareholder's rights on the basis of thcse shares and has to sell them within three 
years. 

Article 13(1) The company can also take out of circulation the shares it ias acquired

according to Article 12 
, paragraph I.

(2) Registered shares taken out of circulation must be struck off the list ofshareholders: shares taken out of circulation, both rcgistcrcd and bearer shares, 
must be destroyed.

(3) The taking of shares out of circulation shall be reported by the company
to the registry office within 30 days, for the purpolse of this being entered in the

register of companies.
 

Article 14
(i) A rcgisrcicd .sharc can have several owners who ac vis-%-vis the complanyas one shareholder; they can exercise their rights only through their common
 
representative.


(2) When a share is owned jointly by two or more persons, also the name ofthe common representative shall be entered in the list of shareholders. 

Part il
ESTABLISIIMENT OF A JOINT-STOCK C)MPANY 

Article 15 
Founder
 
The founder of a company 
can be the state, a juristic person or a natural person. A company may also be established by one founder. 

Article 1
 
Capital stock
 
(1) The capital stock of a company shall not he smaller than IINJ,(NN) (. 

crowns. 
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f) way 4of Cetcrin l I cmIaly in-J 
 the rcgisrlcf (ICllIn-.1111c,,
g) way Allconicnulg general ;.-cclings, proccdurcs ificasCs uhat 
 the ge icralmeeting constitutcs Air lacks a quorum, of condititons filarid ,..s "cxcrcisingthe viing right of the sharcholdcrsI
 
h) the number of lhc nml)licrs ollhc board of dircthis. 
 1hi" ,ill ..Iisory lblIadand the numlr of audithr, the way of lccling them, dcl'minlifn -fthcir powersand periods (iffunclt in;i) principlcs for drawing LIp balancc %hccsand r ules fir thi~ iilg t1hprtifits i,I

the company;

j) ways of making public the facts prcscrib 
 d by law Airiih tlilly statutes;k) cofscqucn:c,,s of infraction ofthc obligation lo pay up h" ,ib,,cribcd sharcs

in time;
I) the amount and Ihe use of the reserve fund.(2) When necessary, Ihe statutes shall makc provisions cspccially fora) cases that varioits kinds of shares arc issued: their designation, number,nominal values and the rights p<rlaining to them;b) the rules according it),hich ccrtificatcs (under Ai II) can e issucd;c) possibililic, of taking shares out of circulation, including the procedure thatmust be adhered it)d) the extent ofthe Aieicrsthe b.ard of directors in cascs f increasing thecapital stock (Art 0i'9). 

Article 27RCgistration of a company in the rcgisier of companies(1) The company comes into existencc on the day of its registration in the
register of companies. The application for registration shall be signed by all
members of the board of directors.(2) The registry officc carrics out the registration only proidcd ihat:a) the constituent general meeting has been held, if it is prescribed;b) the subscribers have subscribed the entire capital stock;c) at least thirty 3) per cent of the capital stock has been paid up;d) the approved statutes and a notarial record of the ctnstituent generalmeeting have bccn submittcd;")
e) an idenlification number has been assigned by the stae statistical aulhorily.(3) When a permit according to special regulations is ncccssary for thecconomic activity in which the company is thbe engaged, or fo the cslablishientof the company the registry office shall carry out the rcgis ration only if thispermit has bccn submitted. 
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( ) I II I(GA TI (O Pall IllN S A N I ) R IG IITIS [ l "'l M I III (IIII .
 

Article 2MThe %h.r'hItIdcrshall pay to the company the 11111value of I% shares witlhi,MCyear flom the rcgistration ofIthc co.lily in thel.register oft ompanics. In 1111%per 
d, hc sIi.ill pay the value ofthe shares in instalmcntis by dates specified ii, thearticles. 

A rtidi c 2 0f(i) Whten the shareholdcr delays in paying an instalment t ar, thea value lhis shar, he shall pay interest of twenty (2o) per cent a year uif he anount the 
pa)mcnt ol which was overdue.(2) When the .shreholderfails to pay allinilaaictl %allillasixty days tthethe board no diretiors is, utall.entitled to declare his interim certificate invalid, anddeprive him of shareholder's rights; at the same time, it may enable anotherperson tosubscribe the share concerned Fromthc sum thus obtained, tie claimsof the company are satisfied first, and the remainder is returned to the former


sharcholdcr.
 

Article 30When the shareholder transfers his interim cerlificalc to another person
before he has paid up the whole nominal value ol the share, lie is rcsponsibl for
ctle payment of the subscribed sum as guarantor. 

Article 31(I)The sharcholder is entitled toa share oflthc piofit which has bcen ixcd for
distribution (diidend) in accordance with his shares (interim certificates), on
the basis of the annual financial statement, by the general meeting
(2)In case ofextinction of the company, the shareholdes is entillcd to a shareof the assets which can be divided on completion ofthe winding up, in accordancewith his shares (interim certificates).(3) The provisions of the paragraphs have nothing to d. with .cil Iights ofsome stares according to the company's statutes.(4) It is not permissible to meet the claims ofthe shareholder at the cost ofthccapital stock, with the exception of a decrease of the capital stock. 

Article 321) In the period of existence of the company, nor in case of its cxtintlion, theshareholder cannot ask for the return of his )ropcrty imestment.
(2) The sharcholdcr is not obligated ioret urn the dividcnds rct'i,.t'd ill go.AI

laith. 

Article 33I)Evcry .harcholdcr is entitled to attend general meetings, ask fol cxplian a 
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ORGANIZATION Part IVOF THE JOINT-STOCK COMPANY 

Articlc 42 
General mec-ling 
Thcgeneral meetingis the highest organofthe company,all shareholdersar 

entitled It)take part in its deliberations. 

Article 43The general meeting shall have the exclusive power to 

a) approve and amend the statuts; 
b) increase and decrease the capital stock; 
c) change the rights pertaining to the various kinds of shares; 
d) make the decision on the extinction of the company;
e) elect and recall members of the board of directors, the supervisory board,

and auditors, and determine bonuses for them; 
f)approve the annual financial statement and the distribution of the annual 

profit; 
g) make decisions concerning the issuing ofconvcrtible or priority certificates 

according to Article 11;
h) make decisions on all matters which this Act or the company statutes 

entrust to the exclusive competence of the general meeting. 

Article 44

(1) General meetings shallbc convened in pcriods specified i the statutes, but 

at least once a year. In necessary cases, a general meeting can be convened at any 
time. 

(2) The general meeting shall be convened by the board of directors, unless
otherwise provided by this Act. 

(3) The general meeting shall be convened in the way prescribed by the 
statutes at least 30 days in advance. The invitation shall include: 

a) the name and seat of the company; 
b) the date and venue of the general meeting; 
c) the agenda of the general meeting; 
d) the conditions of the statutes and the exercise of the voting right.
(4) When bearer shares have been issued, the company shall announce the 

convening of the general meeting in a suitable way, within a period specified in 
paragraph 3. 

Article 45 
(1) The shareholders present at the general meeting sign their names in an 

attendance list which shall contain the commercial designation (same) of the 
shareholder or his representative, his seat (domicile), the numbers of his shares 
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(2) he validity of the attendance list shall be confirmed by the signatures oIf tie general meeting and the minutes clerk.andthe chairmanthe numibcr ithe voles he has according to the shares. 

Article 4
 
() 'lhi c gC win me iscapable of transacl
thaing ntitlinem to votdd 

he shares entling them to vote.
 
(2) When the general meeting lacks a quorum, the second general meting

.shall be cn,.cned within 15 days, with the unchanged agenda: it is capable oftransacting busines. regardless of the r.umber of persons present. 
(3) Mallers which have not been included in the published agenda can lie 

decid only when all shareholders are present and agree unanimously that the 
matter can be considered. 

Article 47 
The gclcral mccling makes decisions on matters rcfcrred to in Article 41, a)

through d), at Iasl by a majority of two-thirds of valid votes; on other matters, 
unless the staltcs prescribe a qualified majority, the gcnerI meeting makes 
decisions by a simple majority of votes. 

Artich: 4.8 
The decisions of the general meeting which change the rights pcrtaining to 

some kind ofsharcs in their disfavour shall be valid when at least a three-fourths 

majolity of shareholders re--prescnting the kind of shares concerned agree "iththe decision in a way prcscrild by the statutes: when the procedure is not 
prescribed Iroisons concerning the general meetingshall tIcapplied appropri­
atcly. 

Article 49 
(1) the gCnetral rileeting shall at first elect its cha.irman, a minutes clerk, two
 

persons to verify tie minutes, and persons to count the votes.
 
(2) The minutes of the general meeting shall contain: 
a) the nantc and scat of the company; 
b) the venue and date of the general eeting; 
c) the name ofihe chairman of the general meeting, the names Ofthe minutes 

clerk, pcrsons %erifyingtne correctness ofthe minutes (verifiers), and the names 
of the volt countcrs; 

d) the more iIportant events in the proceedings and the statemcnts made at 
the general meting. Submissions made in writing and statements shall supple­
ment the minutes; 

) the deci.iobs of the general meeting, staling tit nuIbtr ofvotc in favour, 
against and absi.. ,tions; 
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f)protests lodged by shareholders, meiibers of the board of directors or the
supervisory board, against some decision, when the persons lodging the protestrequest thi. 

(3)The minutes shall be signed by the minutes clerk and the chairman of the
general meeting, and their correctness shall be confirmed by two verifiers.(4) The board of directors shall have the minutes comp!cted within thirly daysafter the general meeting. Together with the announcement of the convening of 
the general meeting and the attendance list, the minutes shall be kept in the
archives of the company for the whole time of its existence.(5) Any shareholder can ask the board of directors for an excerpt from theminutes, or for a copy of the minutes of the general meeting. 

Article 50
The board of directors 
(1)The board ofdirectors shall be elected by the general meeting from amongthe shareholders or other persons. The general meeting can also decide that as

long as the number of the members of the board of directors does not fall to a
half,the board of directors completes the number by cooptation. The subsequentgeneral meeting shall either confirm the coopted members of the board of
directors, or elect new ones. 

(2) The board of directors shall have at least three and not more than eleven
members. The chairman of the board shall be elected by its members,(3) The board of directors is astatutory body of the company. It represents the company towards third persons, and before courts and other authorities; itcreates and directs the organization of the work of the company and exercises 
employer's rights.(4) The way in which the members of the board of direct(ors represent the company shall be determined by the statutes, and recorded in the register ofcompanies. 

Article 51The statutes, decisions of the general io..ting or the supervisory board maylimit the right of the board of directors to represent the company; this limitation,
however, shall be ineffective in relation to third persons. The members of theboard of directors are liable jointly and severally for damage caused by theiracting beyond the exter, 4t"their powers. 

Article 52 
(1)The board of directors shall be responsible for the drawing up ofthe annualfinancial statement and of a proposal for the distribution of profits.
(2) The board of directors prepares a report on the business activities of the 

company, on the state of its assets and on its commercial policy for the generalmeeting, in periods specified by the statutes, but at least once a year. 

70 

(3) The board ofdirectors ensures that accounts and the business boomks of the 
company are properly kept. 

Article 53
 
The board of directors shall Convene 
 a general meeting and notify the

supervisory board when it has ascertained that 
a) the company has lost one-third of its capital stock, or that
b) the company has been insolvent for a period longer than three months. 

Article 54
 
(I) The member of the btoard of directors shall not
a) make business deals in his own name, within the operations of the 4:01iPa1y,
b) be a member of unlimited liability of another company operating in asimilar sphere of business;
c) be a senior officer of another company operating ina similar sphere f 

business.
(2)When a member of the board of directors breaches one of the prohibitions

in paragraph t, the company 
a) may claim damages;
b) instead ofdamages, may demand that the member of the bard o'directr,

let the company have the business deal he has made for himself;c) that he It,ihe company have his benefits from the besiness deal, or transfe,
to the company his claims from it.

(3) The claim of the company according to paragraph 2 expires within threemonths from the day on which the other members of the board of directors
learned of the fact, but at the latest a year after the claim has arisen. 

Article 55
 
Uhe supervisory board

(2) Every company shall set up a supervisory board which shall have at leas[


three members.

(2) The members of the supervisory board shall be elected by the general
meeting from among the shareholders or other persons. The general meeting


shall not elect a company employee as a member of the supervisory board.(3) When the number of the company employees exceeds 200 in annual average, in full-time jobs, one-third of the members of the supervisory board 
shall be elected by an assembly of the comparsy employees from their ranks. 

Article 56
(1) The supervisory board is entitled to check on action takcn in matters 

company business, to inspect accounting documents and company books at any 
I 

time, and to ascertain the state of the company.
(2) The supervisory board shall review the annual financial statemeng, the 
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balance sheets and proposals for the distribution of profits, and shall submit tothe general meeting!, every year reports on the results of the review. 

Article 57
(1)The members of the supervisory board shall attend the general meetings
of the company; they can make submissions concerning the agenda of generalmeetings.

(2) In case that in the supervisory board, opinions of the represeitatives of the 
employees differ from those of the other members of the supervisory board, also
this minority opinion shall be communicated. 


Article 58 

(1)The supervisory borrd shall convene a general meeting whenever theinterest of the company requires it. 
(2) In litigation initiated against the board of directors or against its members,the company shall be represented by the supervisory board, 

Article 59
(1) The supervisory board shall exercise its powers joinily or through itsindividual members. Inspection work can also be divided by the supervisoryboard permanently between its members. The distribution of inspection activity 

does not affect the responsibilities of the members of the supervisory board, northeir right to perform other inspection functions.(2) When an inspection organ exists in the company, it shall be subordinated 
to the supervisory board, 

Article 60 

The provisions of Article 54 apply also to the members of the supervisoryboard. 
Article 61

Auditors 
(1) Every company shall elect at least one person to audit the company books,The auditor shall be elected by the general meeting from among the shareholders 

or other persons.
(2) The auditor shall perform tasks assigned to him by this Act, other !egalregulations, the company statutes and the general meeting. 

Article 62 


A single-person joint-stock company(1) A company can be established also in the way that ajuristic person is theonly shareholder. 
(2) A single-person company is established also when one shareholder hasacquired the ownership rights to all shares. 
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Articlc ,3
For si g-prson companies the provisions of this Act shall apply, with the

pro,.viso that the rights of the general meeting, according to Article 62, paragraph 
1,shall be exershareholder. Iscd by lie founder, and in cases according to paragraph 2 by the 

Part V
INCR EASING AND DECR EASING IlE CAPITAl. STOCK 

Increasing fie capital stock Article 64 
(1)The company shall be able to increase the capital stock only when the

shareholders have fully paid the total of the nominal values of previously issuedshares, with the exception of the case specified in Article 68.
(2) The capital stock can be increased by the subscription ofnew shares, by thetransformation of the assets of the company in excess of the capital slock into 

capital stock, or by the exchange of certificates accordingto Article IIfor shares. 

Article 65
(i) The decision to increase the capital stock shall be made by the generalmeeting at the proposal of the board of directors. The announcements of the 

convening of the general meeting shall include, in addition to data listed inArticle 44, paragraph 3,also the following:
a) reasons for increasing the capital stock, the way of increasing it,and the 

lowest value of the increase;
b)proposed changes in the articles conccrning the increase of ie capital

stock;
c) the number and nominal value of the new shares 
d) when a new kind of shares is to be issued, the rights pertaining to them, aswell as the decision which rights of the previously issued shares will be affected,


and in which way;

c)when the capital sock isto be increased by the subscription of.sharcs, tle


dates of the first and last subscription;

f)when the capital stock isto be increased by non-monetary invc.illcits, tie
proposed value of the investments. 
(2)
The capital stock increase shall be carried out by the board of dircctors... 

Article ((I) When the capital stock isto be increased by the subscription of shares,
a) for every share, an amount shall be paid as determined by the generalmeeting, but at least thirty (30) per cent of its nominal value,b) by a Ihrece-fourths majority of votes of the shares entitling owncl, to vote. 
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the general meeting can give every shareholder first option to buy the new shares,
and fix the date by which shareholders can exercise this right.

(2) Owners of certificates according to Article II can exercise their right toexchange their certificates for shares, before shareholders. 
(3) For the subscription of shares to increase the capital sock, the provisionsof this Act concerning the establishmen: of a company shall apply, with theproviso that the subscription ofshares can bestarted onlyafter the decision of the 

general meeting to increase the capital stock has been entered in the register ofcompanies. 

Article 67 
When capital stock is to be increased partly or wholly by non-monetary

investments, the company can increase its capital stock by their value also when
the aggregate nominal value of previously issued shares has not been fully paid 
up.

(2) Provisions of this Act concerning the establishment ofa company shall beappropriately applied for determining the value of non-monetary investmentsand for the responsibility in connection with this. 

Article 68 
(1) The company shall be able, after the approval of the annual or specialfinancial statement, to transfer a part of its assets in excess of the rapital stock

into the capital stock by issuing new shares, or by increasing the nominal values 
of the various shares previously issued,

(2) Unless the general meeting decides otherwise, the newly issued shares 
shall be offered first to the shareholders. The offer shall be made in the wayprescribed by the statutes. 

(3) When the shareholder does not take possession of the new shares by theconclusion of the next general meeting, the company shall be able to sell freely 
the new shares. 

(4) The nominal value of shares shall be increased by their being exchangedfor new shares of a higher nominal value, or the higher nominal value shall beinscribed on the previously issued shares, with signatures of two members of the
board of directors, with authority to sign on behalf of the company. 

Article 69 
The slatutes can authorize the board of directors to issue, under conditions 

spelled out by the statutes new shares, or transfer the assets in excess of thecapital stock into the capital stock, to increase the capital stock to a fixed value,but not by more than one-third of the original capital stock, 
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Article 70 
Conditional increasing of the capital stock 
(1) The general meeting can decide it conditionally increase the capital sl(Kkif the purpose of the decision is t(o issue certificates according to Article 1I.(2) Owners of certificates according it Article 11 can apply for shares againstthe conditionally increased capital stock. The ap)lications shall be made inwriting, and state the number and no,-',-:-,l '.luesof the requested shares. 
(3) The board of directors can issue shares according to paragraph 2 only t)the extent to which entitled owners exercis: their right for the exchange of their 

certificates for shares, and after the full value of the shares has been paid.
(4) In cases that the certificates according to Article 11 have been issued for alower amount than the nominal value of the shares, it shall be possible to issue 
new shares only if the entitled owners have paid to the company the difference
between the nominal value of the share and the value of the certificate. 
Shareholder's rights originate after the issue of the new shares. 

Article 71 
(1) The board of directors shall notify the registry office of the decision of thegeneral meeting io increase the capital stock within thirty days from the date ofthe decision. The same shall be done after the increasing of the capital stock, or 

in the event that the increase has not been carried out. 
(2) In the case of condilional increasing of the capital stock, the board 0idirectors shall notifythe registry office of the increase ofthe capital stock through

the conditionally increased capital in the previous year, wi:hin thirty days after 
the approval of the annual financial statement.

(3 ) The increase ofthe capital stock beomes effective on tle day on which the
rcgistryoffice makes an entry in the register ofcompanics. Provisions concerningthe establishment of companies shall be appropriately appllcd for making an 
entry in the register of companies.

(4) Shares or interim ccrlificat,:s shall be issued only after the entry has bccn 
madL.
 

Article 72
 
(I) The new shares issued on the basis of the increased capital stock according

to the articles or a decision of the general mceting shall participate in the profit
made in the year in which the capital stock has been increased.(2) The shares which are owned by the company shall participate in theincreabe of the capital stock according to the rules valid for the other shares. 

Article 73
 
Decreasing tie capital stock
 
(1) The decision of the general meeting ti decrease the capital stock shallcontain the reason for decreasing the capital stock, the way it is to be done, the 
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value by which the capital stock is to be decreased, and the deadline by which theshares arc to be presented to the company.
(2) For the purpose of decreasing the capital stock, above all those shareswhich are owned by the company shall be withdrawn from circulation,
(3) In decreasing the capital stock, the provisions shall be observed whichconcern the lowest value of the capital stock: the decrease shall not affect therights of the owners of certificates according to Article 11. 

Article 74 
generalmeetingtodecreasethecapitalstck withinthirtydaysafter the decision 

(1)The board of directors shall notify the registry office of the decision of the 

(2) After the entry has been made in the register of companies, the board of 

has been made. 

directors shall make this decision public in asuitable way, twice, with an intervalof at least thirty days. 
Article 75

(1) The creditors whose claimsagainst the company originated beforethe first 
publication of the decision to decrease the capital stock, can ask the company forsurety up to the amount of their claims, within ninety days after the lastpublication of the decision to decrease the capital stock. Failure to meet this
deadline constitutes expiry of the right of the creditors this surety.(2)The companysha l provide the appropriate surety toto the creditors applyingfor it according to paragraph 1. 

Article 76(1) The capital stock shall be decreased by a reduction of the number of
shares, or by lowering the nominal value of individual shares, or by simultaneousreductionof the number ofshares and oftheir nominal value, or bygiving alarger 

(2)Thenumbroftheissuedsharesshallbereducedbywithdrawingacertain 
number of shares from circulation (calling in shares) and by buying back theshares presented in response to the call, or drawn shares. The general meeting 

number of shares the value of a lower number of shares. 

shall determine detailed rules for a draw to withdraw shares from circulation.(3) The nominal value of the shares shall be reduced bytheir exchange for newshares of a lower nominal value, or by inscribing on them lower nominal values,ihalf of the companyewith signatures of two members of the board of directors authorized to sign on 

(4) A certain number of shares can also be exchanged for one with the fullprevious nominal value. 

Article 77(1) The general meeting can decide to decrease the capital stock also when ithas not yet been fully paid up. 
(2) In such a case, the general meeting shall decide that further part payments 
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fior shares will not be made, and that the issued interim certificates will lieexchanged for shares of the appropriate nominal value, or that the company willdesist from issuing a further number of shares which were to have been issued
according to the statutes. 

Article 78(I) The board of directors shall publish, in a way prcsa il)cd ill ihe staltuls..call on the shareholders to present, within a specified lime, their shares for thepurpose of exchange, inscription of their lower nominal value, withdrawal fromcirculation, or for the purpose of exchanging more shares for one.(2) The company shall declare as invalid the shares that have not beer,
presented in response to the call. The declaration of such shares as invalid shallbe made public by the company in a suitable way.(3) In substitution for the shares declared as invalid, tie company can issuenew shares which it can sell. The sums obtained from the sale shall be paid to theshr h l e s
shareholders whoseshares have been declared invalid,n aior shall be:deposited unil 
a time when it isascertained that it is justified to make the payment. 

Article 79(1) After 90 days from the last publication according to Article 74, paragraph2, the registry office, upon request of the company, shall make an entry on thedecrease of the capital stock in the register of companies. The decrease of thecapital stock takes effect on being entered in the register of companies. 

(2) The entry can be made provided thata) the decision of the general meeting to decrease the capital stock has beenmade public twice;
b) surety has been provided according to Article 75, or that ie crdihrs have 

been satisfied.(3) Payments to shareholders debited to the capital stock or waivcr ofoutstanding payments for shares shall be permissible only after the decrease ofthe capital stock has been recorded in the register of companies. 

Article 80
Progressive redeeming of shares
(1) When the existence of the company is limited to a certain period becausethe capital stock will be completely expended in the course of time, or rests on 

rights limited in time, the statutes of the company shall contain provisions forredeeming progressively, during the existence of the company, all shares of the 
shareholders from the net profit.(2) The progressive redeeming of the shares shall be carried out by thewithdrawal of the drawn shares from circulation: their owners shall receive, inaddition to thenominal value of their shares, certificat c5 attesting the rights(pertaining to the drawn shares (usufruct documents). 
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Article 81 
(1) For the owners of shares which have not been drawn, the articles shall 

reserve a certain part of the net profit for dividends which shall be divided only 
among them. In the event of the winding up of the company, they shall have also
priority right to a share ofthe liquidation proceeds, corresponding to the nominal 
value of their shares. 

(2) The company shall not be dissolved by the drawing of all shares but only
by a decision made at a general meeting of the owners of usufruct documents. 

Article 82
(1) For the drawn shares, certificates can be also issued guaranteeing their 

owners the right to a part of the net profit which will remain after the payment 
of the dividend (superdividend) and to the surplus liquidation proceeds (credi-
tors' usufruct documents). 

(2) In the case referred to in paragraph I, the company shall be dissolved by
the complete drawing of all shares. 

Article 83 
(1) Instead of progressive drawing and redeeming of shares, or progressive

buying up of shares, the company can cieate a fund from the net profit from 
which, at the end of the period of its existence, it would redeem all shares at once. 

(2) When this fund is used to redeem the shares, all prescriptions for 
decreasing the capital stock must bc observed, 

Part VI 

THE RESERVE FUND 


Article 84
After its establishment, the company shall create its obligatory reserve fund,
the size ofwhich and the way it is created are prescribed in the statutes. This fund 
shall b-. augmented annually from profits after payment of all taxes, by not less
than five(5) per cent ofthem, up to the amount also specified in the statutes. The
minimum amount of the obligatoi-, reserve fund shall bi: ten (It) per cent of the 
capital stock. 

Part VII 

EXTINCTION OF JOINT-STOCK COMPANIES 


Article 85 

(1) The extinction of the company requires 
a) resolution of the general meeting on the extinction of the company in

accordance with the statutes, or 
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b) achievement of the objectives of the company, if stated in the statutes, o 
expiration of the period for which the company has been established. 

(2) The companyshall cease to exist after winding upby its beingstruck off the 
register of companies. 

Article 86
 
Winding up the company

( i) The function of the liquidator shall be performed by the loard of directors 

or a person approved by the general meeting at the proposal of the board of 
directors. 

(2) The .hareholders representing at least one-tenth offthe capital stock mayask the registry office, staling the reasons, to appoint another person as Ihe 
liquidator. The statutes may grant this right also to shareholders representilg a 
smaller share of the capital stock. 

(3) The winding up of the company and the liquidator shall be entered, at the 
proposal of the board of directors, in the register of companies, and the words 
'being wound up or 'in liquidation" are added to the name of the company. After 
the winding up or liquidation of the company has been entered in the register of
companies, the functions of the company organs shall be limited to those 
necessary to carry out the winding up. 

(4) The liquidator shall notify all persons and organs concerned ihal the 
company has started winding up or liquidation proceedings. The final financial 
statmenand oheraccuning reprsshallbedrawn up asofthedate on which 
the winding up proceedings have been started. 

(5) In the course of the winding up proceedings, the liquidator shalla) concentrate all financial means with one banking institution;

b) complete and finalize the current business;

c) make all payments, pay taxes and dues;
 

d) setle the obligations of the company and secure salisfaction of its claims;e) sell the assets of the company in the most economical and speedy way;

f) submit reports on the progress of the winding t:i,, in accordance with the
 

articles.
 
Article 87
 

(1) The liquidaltor shall draw up a financial statement upon completion if 
the winding up, and submit it to the general meeting together with the final 
report on the winding up, and a proposal for the distribution of the remainder
of the company assets among the shareholders.

(2) After the approval of the closing financial statement anti of the distri­bution of the remainder of the company assets, the liquidator shall 
a) redeem the shares returned to him by the shareholders; 

b) place all redeemed shares, company documents and books in safc 
custody; 

c) request that the company he erased from the register (f comipaies. 
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Arlicle 88Special regulations exist for the liquidation of companies that have become 
insolvent.?) 

Part VIIi
 
FINAL PROVISIONS
 

Article 89
The legal slalu!. of trade union organizations active in the company is defined 
by special provisions. 

Article 90Companies established in accordance with legal provisions in force prior tothis Act shall be deemed to have been established hereunder. If their statutes areat variance with this Act or do not contain provisions required by Ihis Act, thesecompanies shall change their statutes within six months after this Acl has taken 
effect. 

Article 91The Government of the Czechoslovak Federative Republic may lay downrules for single-action establishment of companies and for changing state
-nterprises into companies, in which shares will be owned by the sta- or state 
enterprises. 

Article 92

The Law No. 243/1949 on joint-stock companies is hereby repealed.
 

Article 93
This Act shall come into effect on May 1, 1990.
 

i) Bils and Cheques Act, Law No. 191/1950
2)Article 100 of the Law No. 95/1963, on statenotaries and procedures bcforc stale notanes 
3) Article 352-354 of the Code of Civil Prcedurt, Law No. 99,'1%3, inthe wording ofsubsequent
provisions (full wording No. 78/1983) 
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APPENDIX 4 ENTERPRISE SPECIFIC TRANSACTIONS 
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SPECIFIC ACTIVITIES FOR THE REMAINDER OF PHASE I
 

The following list of activities was identified during the course of the interview process. The
list is ordered in priority sequence. The work will be performed within the Phase I fuihding
limits. Since there is insufficient time and funds remaining in the existing Delivery Order,we recommend working on only the first four activities identified below. If there are
remaining resources, the additional work will be performed in the order of the listed priority 
of activities. 

1. Technical Assistance to the Slovak Deputy Prime Minister 
Level 	of Effort: 50 person days 

Description. This effort involves advice on matters related to free-market policyreform. The assistance would concentrate on evaluation of existing policies,recommended modifications of these policies, and provide training assistance to thegovernment on the 	principles of a free-market economy. 

2. 	 Ad hoc Technical Assistance to the SMOP
 
Level of Effort: 30 person days
 

Description. This effort involves on-call assistance in evaluating proposals with theprimary emphasis on projects offered by foreign investors. Assistance would also beprovided in evaluating competitive proposals. 

3. 	 Advice on Foreign Investment Promotion
 
Level of Effort: 20 person days
 

Description. This effort involves assistance in the evaluationpromotional activities 	 of the current across the Slovak Ministries with particular focus onAgency for Foreign Investment. 	 theThe activities will concentratecurrent 	 on supporting thepromotional activities, ewvluating the use of 	"success fees" as meansa ofpromoting foreign investment, an i assisting in planning future promotional activities. 

4. 	 Advice on Prior Tender 
Level of Effort: 20 person days 

Description. This effort involves the preparation of an international tender documentand promotion for 11 Prior stores. Additional time may be required to assist theMinistry of Commerce in the evaluation of acceptable bids. 
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5. 	 Technical Assistance for ZVL Ball Bearing

Level of Effort: 75 person days
 

Description. This effort involves a strategic assessment of the enterprise in terms ofmanagement structure, financial management, investment strategies, and capitalacquisition. The assistance will be provided to assist the enterprise in attracting
foreign investors. 

6. 	 Assistance in Evaluating Competitive Construction Projects

Level of Effort: 40 person days
 

Description. This effort invoives assistance to the Ministry of Construction inassessing five competitive projects in the concrete and related raw material industries.The results of this evaluation will be used as a prototype for the evaluation of further 
competitive projects. 

7. 	 Advice on Foreign Investor Negotiations

Level of Effort: 45 person days
 

Description. The effort involves the development of procedures and practices to beused by the SMOP when negotiating agreements with foreign investors. Theassistance will also include practical examples of business plans and financialstatements which are acceptable to the 	foreign investment community. 

8. 	 Advice on Slovair
 
Level of Effort: 50 days
 

Description. This effort involves the assessment of Slovair organization and financialstructure with a concentration on divesting Slovair into several independent
enterprises for privatization. 

9. 	 Advice on Pulp and Papermills 
Level of Effort: 50 person days 

Description. This effort 	 involves the assessment of the organization, financialstructure, marketing and environmental issues of selected pulp and papermills. Theassistance will concentrate on the economic transformation of these enterprises givenoperational and market considerations, and social impacts. 

10. 	 Public Relations Campaign 
Level of Effort: 30 person days 

Description. This effort involves providing assistance to the SMOP in defining anddesigning a public relations campaign promoting the voucher sale of enterprises. The 
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design of the campaign should include the use of brochures, media spots and 
billboard promotions. 

11. 	 Advice on Land Use Strategy
 
Level of Effort: 60 person days
 

Description. This effort involves the development of a long term strategy for thereparation of land and forests. The assistance may involve an analysis of the forestryeconomy due to its importance at the national level. The assistance may also includefinancial strategies for lease back options and foreign investment. 

12. 	 Advice on Retail Store Investment Strategy

Level of Effort: 40 person days
 

Description. This effort involves an assessment of the 	 retail store industry withemphasis on packaging these enterprises to attract foreign investors or joint venture 
partners. 

13. 	 Advice on the Automobile Transport Company

Level of Effort: 40 person days
 

Description. This effort involves the assessment of the public bus system withemphasis on divestiture of the company into several enterprises and packaging of theenterprises to attract foreign investment or joint venture partners. 

14. 	 Advice on Brick Factory

Level of Effort: 40 person days
 

Description. This effort requires a strategic assessment of the brick factory, for theCzech and Slovak American Enterprise Fund, concentrating on the operations.management, financing, investment strategy, marketing, and environmental 
considerations. 

15. 	 Develop Evaluation Procedures for the SMOP 
Level of Effort: 20 person days 

Description. This effort involves the development of the procedures forconsistent evaluation of projects reviewed 	
the

by the SMOP. Assistance may also beprovided to the founder Ministries to refine their evaluation procedures. 

16. 	 Develop procedures to Evaluate Competitive Projects
Level of Effort: 20 person days 

Description. This effort involves the development of the procedures to allow the 
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Ministries to properly distinguish between competitive projects for the same 
enterprise. 

17. 	 Project Orientation Training

Level of Effort: 20 person days
 

Description. This effort involves the development of a training program for theinitiators of projects to alert them to the requirements for the contentpresentation of the project. 	 andThe training would be a series 	of one day seminarspresented to the broadest possible audience for projects to be in the Second Wave. 

18. 	 Advice on Filmco, Koliba 
Level of Effort: 40 person days 

Description. This 	 effort involves a strategic assessment of the company, itsorganization and financial structure. The goal of this assistance is to help the company attract foreign investors. 
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