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Rcnort to :Vffoistr>' of H~lth 

The ~fu.is!-1)' of Ei;arJJ of the Czech Republic (}!OH) has zequest;::i a brief summa...-y 

of the role it coul~ play b the tran.sfonnation of govemment health ca.--: ~-0.riitio!l.5 from 

public bodies to private non-profit entities and the mvz:.ersb:ip of relatec prcpenies. Th.is 

R~or! Iis"i.S th: ~jot iegsl matters n!lating to transformation of the Czech teal!b. car.e secto! 

iil which th: MO~ couid bec:om:? imrolved if deemed approprilte by the Czech goverm:nem 

wd discusses a1tf~2tive property ov..-ners.b.ip arrangements. In those i.nsta:Jces where the 

founders of health care !'cWs may~ dist."icts or municipalities, the )l!OH might prmdde 

dire....'"'ticm on many of tb.e subjects noted in this Report. 

I. Potential Role of MOH, 

The role of MOH will be inr1uenced by w~!her \he Cze"'...h governme!!t (i) 

adopts a non-profit organization ()1-:PO) law, (:ll) re.lies upon some oth:r new tr3I1Sformation 

law tii.at all!horizes the government to transfer bealtli c..'!!re insrltlltioDS md propeny to 1'-.1?0s 

even u.iougll n.o consideration is paid to the govern:nent in relllI!l for such t:a:Il..qer or (ill) 

relies upon existing property tl'2~-fer laws. However. m:i.der any of these altematives the 

MOH can phy a significant rol! in the tr~formation process. Toe ~jor activities in whl::h 

the MOH could pa....-ricip3!e L"C discussed b~low. 

1. Identify cfa,t:s;:: of instimtions to be !I'!1".sferr=d1 e.g., acute-e&-e 

hospitals. polycllitics, nursing homes, etc. 

2. Identify specific health ca..--e institutions wi:1!rln each clas3 that will he 

tra!lsfonned. 
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b. Dete. u...fu.c wh.edler a group of r::ceiving e!lliti~. all collt:!oiled 

by a single parent is:!icy, will be used for one or mor¢ 

instimtious in. some cases. 

4. De!:nnine the =:oY:rna:ice strt!.C!:U!'e of me recer.rin&:: ~-PO. - -
a. Detemiine how many (non.:1 some, mon or ail) of the m::mbers 

of fue go·1ernmg board will 'be appoi:?ted by che founrl:l' and for 

what period. of time (limited, e.xrend:d or open-end!d. time 

period). 

o. Deteu:c.ine whe!h.:r and to w~t eri.ellt the founder ... vill be 

involved m ar.y other aspect of the goverea."lce of the NPO. 

5. w1ch r:!Sp~cr to the transfer of each inst!rJtion: 

a. Identify i:hc assetS and liabilities to be 1ran.sferred, how propi;rty 

will oe owned after the ttaJ'l..Sfer and the conditions of t:razfer. 

tAlso see p~""t Il which dl.sc:uss~ arre:rri..ative ov.-1lership 

approacbcs.). 

b. Identify the employ~ ro be traD.Sfetred. 

c. Determi:lc. !brough financial projtctiom, wheme-r the 

transf en:ed institu!fon will be 'fma!lcia11y viabie. If not. 

deten:nine how to solve this problem (e.g .• tbrough govcrmnem 

subsidies for a limited period of tl:ne or during a tr2!1Sition 

period). 

2 



discovered liabilities mat :irose before thi: transfer date or retire 

to activi:ies occu...'"ri.:"lg before t.'le transfer dare. 

e. Dete:mbe ilie ~xte::i: of mdem.ni...Ticarion ilia~ !he gov:~ent is 

f. Determine the impact t1at the transfer of i:mp\eiyees will have 

on. existi!lg empicyee .Cea!t:h, retirement,. disabilit"J a:c.d oteer 

beneri: C..L'3!1gemen.ts and r=solve all issues so that benefits 

continue ~1thout less or at acceptable levels. 

g. wiake sure that the proper JfabilitJ, properr;, malpractice. and 

other insurance covers the recervi.t-ig entities and their a.~etS and 

6. Make sure that the transferred i:osrlmtior.s obtal'T'I all :eq>Jtred 

g::n~mmeil.t approval; needed ro permit them ro ~:rate in a privare _ 

(mh~ tr.an a govem.mem.al) setti."'1.g. This would include c·btainmg, for 

example, any r!qul:red bospita! lice.:.'1.Se. health and/or safety approt;als, 

cenai."'l medical equipmem approvals, pharmacy apprO"';als, etc. 

i. Dere~ whac la.,vs should be adop;ed in order to properly :-eg-:J.1.a::e a 

private health :are se~r. The following t"jpe3 of laws should be 

considered for adoption and application: 

a. Instimtional llc...-nsmg (e.g., hosp?..als, nm.sing homes, 

polyclinics. etc.) 



b. 

therapists, etc.) 

c. Ecal!h l:ld safety roles. 

d. Enviroment\)l rules com::ntlng to::d.: materials and radiation 

cr:atin~ equipme:m:. 

e. Accredlta.tia.n rules relatin~ to mirti:i::m:.:n s!anda..-ds fur various 

aspects of the operation of health care institutio~. 

f. Certi..L'"1cate of need cost con!3.im:n.em rules that require 

gov::rnment approval for a.ddhlg new h:aith senic~s. :;najor 

capital improvements, .cew beds. expensive equipm.ent, etc. 

g. Rules that (i) prohl"bi:t doctors a:;d other he2.l.th. care :providers 

from making patiem rcfcnals to other healtb care ~ in 

which foe referrer has a 'financial mterest and (ii.) pn:ihibit 

p-atie!lt referrals m retl.L-rn for money or other consideration. 

h. Rules tb.2.t require .health ear.: :N""POs to file annual reports wiih 

the MOH. 

i. Ru!~ tbat pennit the MOH to :actively monitcl' or, in some 

cases, to ?emporuily ma.11a.ge the Ol'eratiom cf an :!\'PO under 

certain serious cL.~ces or upon the bppening of certafu. 

events, scch as :fai!ure to carry out !be purposes of the i'l"PO, 

att:npts to use ?-;"PO assets to benefit private b.dividuals, f..-aud, 

etc. Until laws are adopted, the subject mmer might be 

govcmcd. by MOH rules or regcl:llio"Gs or by prescribing 

conditions in the founding d.ocum.em. 



8. De~e:r:U:-~ wb.e!b.:!r t..':.~ t.-a.:!Sf::r proc:s.5 st.acid also be r.:.sed w 

recrganize or rest:r"~cttir: the h:ca!ili care syStem. If so, determint how 

this ~ to be der!e. 

n. AAet Ownershi"Q. 

thar a.re used for providing b:alt.."1 care si:rvices th:a'"ilgh some Bucgeta:'j Org~ ... ;72.tions CBOs) 

and Co:itnbutory Orgatizations (COs). Tee ?coperties i"'"'rlud~ hospitals. m.: .. ~ir.g hemes, 

institutes, and other health ca.~ facili'des. This R~or: discusses sev:ral alremathe vn.ys in 

wbich the Properti~s coiJle b~ owned, he~d or ~ed. if the acw.:...rities related to the Properti::s 

~-e moved from the gnvemmem to an N"PO. !t may be that beca'U.5.e of th~ circu:msta~s 

relating co a specific BO or CO, one alrernatr;e is best applied to the asser.s n...~d by that BO 

or CO while: a d.L."'ferent t:lt!mative :S be.st applied to !he a3S:ts used by ancthe: BO or CO. 

!~'hen making !his det:rm.ina::ion. it will be !mpar"i.a."'l! to weigh the goals t1..1 be acliie·:ce 

th.."l"fJugh the transfom:ation. precess against ~ risks to be avoid~d or diminished. 

Altma!.T\:c 1. Tran.sfe:r cf Out:iliht Q·w11crshi9 to :-W..Q. U~r mis 

alternative, legal title to ti1e Pro;e:tie!. needed to provide healt!l cai.-e services at a p~rtic,1a1" 

facility would be tl"C!nsferred from 'Che gove.."'n!llw-nt to an ~-PO. Presumably. :io !:.onsidera:io:c. 

would be paid by the NPO to the scvernm.ent for the tr~-ferred Pro'P;rties sine~ Ci) tl-te 

Properties would contim!: to be dedicated to cha:."'itabie hea~rh care uses L1 the blnc!s of :he 

~-PO just as they were in the hands of the gov~ent, (u") the tr='..nsfer would relieve &.e 

go-vernmc..-i.t of the burden of opera.ting, n:a.nag;.:ig a.TJ.d mai.nta.b:ring tlle Properties and cf 

pl.arming and conducting the b.ealtb ca.re services related to the Properties and (ili") an NPO 

4U~t!H007. tOl 5 



Alremative 1 has rhe folio-wing adYan-.ages: 

1. O'i'r'nersb.ip of the Propcrtles by the NPO gives the ~70 ~d irs 

governing bcartl greater control over r.he operations of the 1\TO aui., 

therefor, greater incenw.:Ye to provic!e for adequate maintenfillce of tbe 

facilities and to U:'"ld~e high qi.J.ality services and b:novarive practi~ 

that benefit the -oublic . . 
.., -· If a priv'4!e NPO (mh.er than the government) O\\IIJ.S the Prope_,..ties 

n=eded to provide he<".Jth care seriices, this erihances ti1e ability of the 

.NPO to act like a private organiza!ion ratller than a government 

operated organization. This is imponant bacause: 

a. It puts the NPO ill a ber..u position to attnct and retain 

competent governing board members and administrative sra.ff. 

b. Volumee:rs involv-ed in governance of a privare NPO have a 

greater sense of resoonsibility and initiative t.lmn they would if . 
-

they we_~ involved with ! govero."!lait cpel"'..ted institution. 

c. It will attract users of health care s:nices who wish to avoid 

what is perceived to be govern:nent b14--eaucracy and servfo~ 

delivery. 

d. Individuals, businesses a!ld other orgacizations are likely ro 

provid~ more fuiancial a.'ld advocacy support a;:;.d pla...--e more 

tr.,;st in a non-profit i~-ntu~on tha.-ri it does ill what is perceived 

ro be a government operated boreauc:""c.tic organization. 
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3. Asse~ can gen:;!!':al!y be -used ~ore efficienti;r if me: ar:. cwr.::d by a 

pri-1ate ent:i~f :rather than a gov:mm.:.nt because t"l::y are ~ch less 

subject to the political process and govcrn:r::le!l.tal restrictions 2.I:!d 

because a nriYa.!~ entitv 1Ze.n:ra.llv bas mo~ f1exfuilitv and ca!l react 
• • ... - * 

me-re quickly to changing needs than can a goveranem. 

4. It would be easier for an. };'J>O to obtain capital fi.1~..:ig if it c·,ir.15 the 

p • - ropert1es. 

5. Thar~ would be more ;..-ce.ntlve ro properly maim:a.in, r~ aiid 

improve th: ProperrJes if they are owiled by the ~"PO us~r of th~ 

propCJ.""cy. 

If Alternative l is used, the risk that an J\"PO will transfer valuable: PropertiC!i 

to inruviduals or to for-profit legal entities ior UrJe or no consideration can be prote~ted 

ag~'"t in a variety of ways, including: 

l. by req-ci:."ing gove.-nment consent to the szle or transfer of Properties to 

Ih:lrd oersons· . . 
2. by placing revcrsionary ciauses (causing own:r.ship to re-..;er:: to the 

state) or restrictions in the legal C.ocumems that convey any Property 

interest to an 1'-PO, whether a deed, lease. contract er ot:1lerwise; 

3. by placing reversinnary clauses or restrictions in. the NPO founding 

document and govemi!;,g iw-trome:ot; 

4. by mthoriziii.g a government official to commence court action (i) to 

restrai!l any improper t..:::usfer cf Propertics1 (li) to cause the o~on 

of tile ~"J>O to tcnpcrarJy be placed under the direction of t.tie 

government or officer appoints:d by ~ governmem. anci!or (iii) !o 
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designa~ by u.1: govem:neru: 

5. by nnposll:.g penalties a.ndJor raxes O!l. ~'"POs for the UW..It:.1orized 

6. by requiring a c~...lin number of :NPO governing board m:mbers to be 

appo±nied by the gover-mem for a limited ur extended period of i..."Ue; 

"T 
r • by req:iirln.g continll2.i monitoring of NPO activities by govemm-em 

apj?o\nted advisory boards; and/or 

B. by requllfug aw1ual repodr.g to the govermnem by N-POs. 

A!rernativc 2. Owner5ruc of Prooem bv Gove:m:menr with L..'"aSe of Prcnenv 

to 1'i1PO and Opc!'2ti0n mi Use of Prooemr bv "N70. Under this a]tel'D2.ti:ve:, legal title to the 

Pro,Perties would !"'..main \\th the gove..rnm...am a."ld the govemment would Ie~e the Prop,..""Iii:s 

to the 1'-i-PO for a nominal am.con:. The ~""PO ~-vou.J.d occupy the Properties as a tenant and 

prcpertt; and the co!ldnct of t.'l:ie mstitt1tion coulc! be pro-."ided for in the leas~ agreement tD me 

extero: appropriate for !he parJcular institution. Advantages 1 , 3 under • .\l~r.native l could 

::.lso b~ realized under the !ease approach to a grearcr or !esser degr:e. depending upon !he 

exi:ent of controls re:allled by· the gove:-n:c.e..-n U..Tlde.r the terms of the lease. Ad vamages 4 

and 5 would be diminished. 

Alternative 3. 0W'tl.ersh.ip of.Prouerrv b·.:- the Gove.i.::rnnent ar..d Ma..naaeme:nt. of 

the O~ations nf th~ Eealth Care bstirotion bv an ~;po Under a Manag-emem: Agreement. 

Under thls alternative, legal title to the Proper~e3 remaim with t."l:le govert!.!!lenr and the 

bealth care service oyc:ations are managed by an h'"PO under a managemer-.it contrac!. Tne 

:rr~gemem ream wonld be employed by the ~-PO. Th~ operuional emp!oy~ woci.d be 
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a goveromw imtitution wi!!:l private managerni::m and, tilerefore. would Jo5e mcs-c of the 

advantages descnoee uI!.der ;\Jt-:...~tive 1. This approact. would al.so suff:r from cvntiicr.s 

betwe-s...:n government pol!cy and NPO ~Hey. 

Alte1Tu1tive 4. Propeny Owned and Operated hv a "Tu.bEc NPO." "Cnder this 

alternative the gover:nment Vlould cr~ate an ~"PO that it controlled th.rough the appoL1lml.en-: of 

t."'rle entire governing beard 3lld through !he applicarion of gove:r.!lment rules a..1d policies to 

the operation of the NPO and to irs employees. including wage regulations. T'nis alternative 

would be Iil:Ile differcnr than the current ooera:.'io.n of health care institutions bv B05 and . . 
COs, exc..""Pt that legal title t(I property ~·ould be tn\'Ded by th~ public NPO r.rJicr than 

cfirectly by the government. 
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A. focone Tu Exemmfon. 

l. 1f a:n NPO assumes the exoense ~ burden of providiD.:a: a social s=r,;ice tI-:a; . -
was formerly provi~ by Lte govetm::lent, tha :NPO should be allowed to 

apuly ir..s full revenues to t..\~ orcvision of such servi~ ·wi!hcut r;d1Jcti0I1 for - . 
iocome taxes as was the case whc.n ti=.e service was provide.d by the 

goverr'.....ment. Tue conditia.~ for gr.anting the exemption would be that t.1i.e 

reve.!Illes are so applied, that all compensation paid by the 1'11'0 is reasonab1e 

and that the managers an:i l'1eir railliliea are I!Ot be,;icfin:ed by cor...tract5 of the 

N?O. 

2. Th~ tu sa-Ying'.i amomir rescliin~ from e.""temptia.n would be ~voted !a tbe 

chariuble putposes of tb.c .NPO and would :ilOt be nsed to b::ncfu privat~ 

persons. 

3. If there was no ir.ccrne tax e~emption, t'h.e go·vcrnme!lt wmild probably have ro 

give t.i'ie: tu re.venues bat!.ic to N.POs in the fcnn of operating subsidies. 

4. Frot'its fro!ll the unre!ari:d. business activitie! of NPOs would rem2i'il rubject ro 

~ income tax in order to avoid giving si.1ch activi.rles m u!ifair compedri...-c 

ad'iamage agaiiist compctmg for-prom businesses . 

.5. The amoUI.lt of tax. revel!ll~ lost by the govem."Ilent ~rould not be great sb:u:e 

m.:lSt N?O p\:b1ic benefit s~rvic:: acti:rities operate at a loss or genet~~e a 

relativ~ly small net su.i.--plus aft.er expenses. (Despite the existence of an. 

exemption, !\1P0s could be r:qui.r:d to file 2.:lllll.!l mfonI?2ti.O'il .reru.rns with the 

Czedl Republic.) 
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This dcclwct.!on wculd provide an i::::i.cenri'le i:c donors tc rr;~!! cba:."i!2.bk 

CO!ltriburior.s. The larger the ain,::u.ut of chati:lble contr.:-outio:cs made to 

NPOs, th.e smaller would be r.he requL.-::m.cnt fer governmen~ subsidies to 

"NP Os. 

2. The a."!loimt oft~ rey~nue i:ha:: would be lest by t.'le government (i.e. the 

in.c6me ta.1: ra-:e times tbc: amcll!lt of the contribution cerluct:on) wouJd be a 

smaller amount ilim the amount of the added benefit i.ndi."'tttly rcr:.Jrned ro the 

government th...--ough the ability of the goveITll!l~t to reduce sub~imes 10 l'i-POs 

by !he entire vah:!e of the gift to the NPO. 

3. If donors were .oct permitted. to dech1ct their clla:.--hable conmoutions, this 

v.•ould cause a reduction bl mch contrib'Jtfons md, in. illrn, would -put grearer 

pressure on the government to increase subsidies to ~1POs. In otherwcrds, the 

governm~ would collect increlS.."11 ax reve.oues but then probably would be 

required to pay that .amount and more over to !'-1-POs m make up for their ioss 

in co!!tnlmtions received. 

C. Exemption from Iru;cme Ta.~ for Inrgm R::c:eived bv the Holders of Bonds Is~.led bv 

Health Care ~NPOj. 

1. The exemption· would encoU.:.-4e ir.vesm:i.em m capital improvemem for hcal'fu 

2. 

care facilities. 

The exe:i:!l'Otion wocld assist health care !'.'"?Os to comnete for ca"!)i:tal doilars in - . . 
the debt market o! rhe Czech Republic (which has added :mportance .sioca 

NP Os b.ave no Cl.f .lity fundraising altetr'2.tive). 

·~ -
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savings t:i~ go1:emCTem '.rould dc:iv~ from reduced fu:o.;.re subsid:cs i'.O }l'"POs 

that could compete more S"Jccessfully d~ i:o their abilitY to obtain modem 

infrasmicwe, Guildings and equipment t.l;rcu.gh borrowed funds. 

D. Props;rtV Tax. 

1. Po~!S A. 1-3 also apply to the property tax. 

2. Property owned and n.oc "t:Sed for cbritabl-e pu=?oses (e.g .. 1rac:s.m !arid or 

office: space rcm.ed to others) ·wouid be i:ax~. 

E. VAT Tax. 

Points A.1 ~ 4 also apply to the VAT tax . 
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