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I. BACKGROUND 

The Czech Ministry of Privatization (CMOP) requested technical assistance 

from the United States Agency for International Development (US AID) to assist 

in the implementation of the Czech privatization program. The CMOP has 

responsibility for controlling the privatization of state enterprises and state joint

stock companies in the Czech Republic. The technical services provided under 

the resulting grant from USAID are intended to improve the CMOP staff's 

capabilities in analyzing and evaluating privatization projects. 

The large-scale privatization program in The Czech and Slovak Federative 

Republic (CSFR) is part of the broad economic reform effort aimed at 

achieving a rapid transformation to a free-market economy. A range of 

privatization techniques is being employed, from distribution of investment 

vouchers to Czechoslovakian citizens (to be exchanged for shares in selected 

enterprises) to direct sale of state property, in part or in whole, to foreign 

investors, enterprise management and employees, and other domestic investors. 

The success of the privatization process depends on the number of state 

economic enterprises that are transformed into viable, profit-making, privately

owned entities. It is anticipated that the successful transformations will become 

the foundation for a stable economy and a productive work force. 

At the same time, a large number of liquidations will also occur, involving 

those enterprises that do not have viable business characteristics. Liquidations 

may result in increased unemployment and periods of economic instability. The 

ultimate goal of the privatization program is, therefore, to offset these risks by 
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establishing economically practical enterprises that have a high probability of 

growth, increased employment opportunities, and a reduced reliance on 

government subsidy. 

The sheer magnitude and short time frame of CMOP's intended privatization 

program remain unprecedented. In the first of two major privatization 

"waves," over 2,500 companies submitted privatization plans to their respective 

founder ministries. Both the CMOP and the founder ministry staffs were 

simply overwhelmed by the complexity of this task, all the more formidable for 

an essentially brand new government facing virtually minute-to-minute changes 

in social, political, economic and legal conditions. Staff was untrained and not 

nearly sufficient for CMOP to achieve its goal of converting the maximum 

number of state-owned enterprises into viable, privately owned businesses in the 

shortest possible time. 

It is critical to the welfare of the Czech Republic, however, that CMOP's goal 

of maximizing the number of successful privatizations be achieved quickly. 

During the transition process, conversion to a market-based economy will be 

difficult. The pain can only be minimized to the degree that successful private 

businesses are created that can maintain employment, develop a revenue base 

and stabilize the economy. 

To accomplish its goal, the CMOP requested US AID assistance in both setting 

up the required policies and procedures for evaluating proposed privatization 

plans and in actually implementing the privatization process, especially for 

projects involving foreign investors. This work required financial advisors with 

2 
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expertise in corporate finance, mergers and acquisitions, leverage buyouts, 

strategic planning, operations and organizational management, and accounting. 

This team of advisors was assembled and put into place under Phase I of this 

contract, which took place between October 1, 1991 and December 31, 1991. 

The team's objective was to initiate the CMOP conversion program for the 

"first wave" of privatization. Additional advisors have been selected to 

complement the team for Phase II, and they will be in place when required in 

January 1992. 

The objectives for Phase I were achieved and are presented in this report and 

the need for the advisory team to move immediately into the implementation of 

Phase II has become clear. It also has become clear that the advisory team 

should focus its attention on privatization projects involving foreign investors 

which are the most complex and require the greatest sophistication in their 

review, analysis and negotiation. 

Based on the continually evolving nature of this assignment and the technical 

assistance needs of the CMOP, it was determined that Phases II, III and IV of 

the original program should be combined into one medium-term Phase II, 

lasting until December 31, 1992. During Phase II, the advisory team will help 

CMOP implement the first wave of privatizations, train the ministry and 

government staff, and assist in the coordination of the efforts of the various 

ministries, the National Property Fund, and the multiple groups of advisors. It 

is expected that the advisory team will be responsible for evaluating the 

proposals for privatization of over 150 companies that are attractive for foreign 

or domestic direct investment, representing approximately 80 percent of all the 

3 
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assets in the Czech Republic undergoing privatization. With the potential for 

multiple privatization projects submitted for a given company, the number of 

projects to be reviewed will be higher. 

The results of Phase I and the revised plan for Phase II are presented in this 

report. Repetition of material covered in the proposals and contracts for this 

project has been avoided wherever possible. 

4 
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II. PHASE I ACTIVITIES AND RESULTS 

A. Summary 

Phase I was extremely productive, resulting not only in the structuring of the 

privatization process, but also in greatly accelerating the implementation of 

projects involving foreign investors. In summary, the advisory team achieved 

the following improvements and modifications in the workings of the CMOP 

and the privatization process in general: 

1. In essence, the advisory team set up an investment banking/management 
consulting firm within the CMOP. The capabilities of the team include 
expertise in corporate finance; mergers and acquisitions; leveraged 
buyouts; strategic planning; hands-on management of large, complex 
organizations; turnaround management; marketing; research & 
development; and intellectual property. 

2. Foreign Investor Privatization Guidelines were prepared, revised with 
input from the ministries and other advisory groups, and approved by the 
CMOP (See Exhibit 3). 

3. Over fifty privatization projects were received by the advisory team from 
the founder ministries and/or the CMOP for review and analysis. 

4. The team determined the best mode of summarizing the projects and 
presenting the team's recommendations to CMOP, in a standardized 
format, subject to the individualized attention required by the specific 
project details and complexity. 

5. Effective communication and collaboration were established among the 
advisory team, ministries and agencies, and other advisory groups. 

5 
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6. The team is now helping the CMOP act on our recommendations and 
implement the privatization process. This requires further coordination 
efforts with the CMOP and its sector heads; the founder ministries; other 
ministries; the National Property Fund; other governmental agencies and 
committees responsible for areas including monopolies, intellectual 
property, environment and social services; other advisory groups; 
company management; and the foreign investors. 

7. Through effective integration of the commercial and governmental 
players, the team has averted the danger that privatization might turn into 
an adversarial process, which would dramatically slow and thwart the 
transition to private ownership and a market economy. 

8. The team is pursuing ongoing activities which include ministry staff 
training, development and refinement of working procedures for 
evaluation, renegotiation and approval of privatization projects and 
compilation of new laws and policies as they come into effect. 

Through the activities of Phase I, an effective plan of work for Phase II was 

defined, and the process of implementation is already underway. 

B. Phase I Deliverables 

1. Policies, Laws and Regulations 

The policies, laws and regulations relating to privatization are in a constant 

state of change. Once they are issued in Czech, for example, it takes time to 

get an accurate translation in English. This is one of the many challenges 

involved in assisting the CMOP achieve its goal of large-scale, rapid 

privatization. 
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The major policies, laws and regulations directly pertaining to privatization are 

enclosed as appendices to this report: 

Appendix 1 Transformation Law #92/1991 

Appendix 2 

Appendix 3 

Appendix 4 

Appendix 5 

Appendix 6 

Appendix 7 

Appendix 8 

Appendix 9 

Alternate Translation of Transformation Law (with 
legal commentary) 

Draft Commercial Code (effective 1/1/92, supersedes 
the Joint Stock Companies Act) 

Czech National Property Fund (summary of Law 
#17111991 establishing the Fund) 

Rules of Sale of State Property 

Decree on Investment Vouchers (#383/1991) 

V oucher Privatization Information Booklet 

Mandatory Format of Privatization Projects (detailed 
format for submission of all privatization projects, 
translation by Credit Suisse-First Boston) 

The Enterprise with Foreign Property Participation Act 
The Act on Economic Relations with Foreign 

Countries 
The Joint Stock Companies Act 
Foreign Exchange Act 

The advisory team constantly scans its available sources of information in order 

to keep up with the changes in the law and policy. These sources include 

government contacts, local newspapers, investment banks, law and accounting 

firms, and other advisors to the CMOP and founding ministries. As new laws 

and policies are issued, the advisory team incorporates them into the review and 

7 
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analysis procedures in order to assure comprehensive coverage in its 

recommendations to CMOP. 

Due to the evolutionary and sometimes almost revolutionary nature of the 

privatization process, the team sometimes has to revise its recommendations on 

short notice. In addition to the formal, written laws and policies adopted by the 

government, informal opinions and interpretations within the government often 

end up as policy in relatively short order and can have a dramatic effect on the 

team's review process. 

2. Czech Ministries 

Exhibit 1 shows the basic organization of the CMOP, its division into sectors 

paralleling the founder ministries, and how the advisory teams support the 

ministries. The sector heads of CMOP meet regularly with the Director of 

Privatization of their respective founder ministry, as well as with the subsector 

heads within the respective founder ministry. The members of the advisory 

team serve to enhance this process and integrate the ministries with the 

appropriate additional advisor groups. 

The vast majority of proposed privatization projects with foreign investor 

components will come from the Czech Ministry of Industry (CMOn. The 

organization of the Ministry of Industry is shown in Exhibit 2. As of April 1, 

1991, there were approximately 1,500 companies and organizations within the 

jurisdiction of the CMOI. These entities employed over 1.6 million people and 

controlled nearly 70% of the manufacturing in the Czech Republic. It is 
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expected that some 1,300 of these companies will be privatized in the first 

wave. 

3. Implementation Plan for Privatization Process 

Developing a rational, consistent process to evaluate, approve, and implement 

proposed privatization projects is central to the success of the overall 

privatization program in the Czech Republic. This process, cumbersome from 

the outset due to the large volume of enterprises to be privatized, is made even 

more complex by the fact that competing privatization proposals are often 

submitted for the same enterprise. The ad hoc nature of the early stages of the 

first wave of privatization created an unstable investment environment, 

especially for foreign investors, that may have impeded the success of the 

program. The senior advisors are working directly with senior officials of 

CMOP, the National Property Fund, the Monopolies Committee, etc., to create 

a more standardized and transparent proposal review, issue resolution, 

renegotiation and closure process that will be efficient and effective and will 

foster a favorable investment climate. Assistance has focused on 1) the 

evaluation and approval process for proposed privatization projects; and 2) the 

guidelines for foreign investment participation in privatization. These are 

explained in greater detail below. 

In addition, the advisors are working directly with Czech management teams 

and foreign investors to help them use the Czech privatization procedures, 

improve relations among them, and enhance the process of fair and open 

negotiation and convergence to a closed transaction. It has been extremely 

9 
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gratifying to experience the level of appreciation expressed by the ministries, 

managers and foreign investors to the advisory team for our assistance on their 

behalf. 

3.1 Evaluation and Approval Process 

Proposed privatization projects undergo a multi-stage screening and review 

process that requires cooperation and coordination between various ministries, 

enterprises, and potential investors. Once investor projects are received from 

the CMOP or founder ministries, they are logged in by the advisory team 

administrator and undergo screening to determine urgency based on the 

company's financial and market viability, the complexity of the transaction, the 

status of negotiations with investors, and the strategic importance of the 

company and its business to the Republic. A sample Project Status Log is 

shown in Exhibit 4. Ultimately, the projects will be entered into a Project 

Database. 

Evaluation 

The advisory team has a full staff meeting each Monday to assign team 

members to projects, review projects, resolve problems, present law and policy 

changes, and update the project status log. A member of the CMOP 

Directorate (Exhibit 1) is present at the meetings to provide regular, ongoing 

coordination and issue resolution with the government. All work is reviewed 

for meeting established standards and consistency. Efforts of the CMOP and 

founder ministry teams are coordinated. Each investor project is reviewed to 

determine the degree to which it is both competitive and appropriate in terms of 

10 
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value and price, financial and technical investment, employment, environment, 

and stimulation of economic growth and competitiveness. 

The assigned advisory team arranges for translation of relevant sections of the 

project documents, and the important data is summarized using a uniform 

format. The viability of the company is assessed both with and without the 

proposed investment in terms of product standards, technology, market, 

capitalization, indebtedness and the business plan. 

The projects are then collectively reviewed by the CMOP advisors for 

suitability and completeness of the plan and its documentation. At any point 

during the review process, any shortage in the project in planning or 

documentation is remedied by contact with the founder ministry, company 

management and/or the foreign investor(s). Although the Mandatory Format of 

Privatization Projects (Appendix 8) requests much of the information needed in 

the review, it is generally not enough. Also, many changes have usually taken 

place in a company's plans since the privatization project was completed. It 

has therefore become apparent during Phase I that interviews with management 

are almost always essential in order properly to carry out the review. In some 

cases, site visits are also appropriate. These efforts are coordinated with the 

founder ministries so that we communicate effectively if it is determined that a 

project under review is not suitable and must be revised. 

Once it is felt that all relevant aspects of the project are complete and suitable, 

the project is formally reviewed by the senior advisors for its commercial 

viability and economic fairness. Recommendations are prepared for the CMOP 

11 
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in both English and Czech. At the suggestion of the senior advisors, the 

Directorate of the CMOP may request the senior advisors to carry out further 

negotiations with management and the foreign investor and facilitate the 

approval process in order to expedite closing of the transaction. The senior 

advisors work closely with the CMOP and the National Property Fund on all 

aspects related to successfully privatizing the investor projects, including 

appropriate pUblicity. 

Final Project Approval 

Once the CMOP finalizes its recommendations for approval, the project is 

forwarded to the Council of Ministers. Any issues raised by the Council are 

addressed, the project/transaction is modified accordingly and, if finally 

approved, the approval is transferred to the National Property Fund. 

For the highly complex, large, and/or sensitive projects, an even more thorough 

review and analysis process occurs. The advisory team delves in detail into the 

basis and accuracy of the valuation, the identity, relationship and scope of work 

of any company and/or foreign investor advisors, the adequacy and fairness of 

the tender process, the basis of selection for the successful bidder, and all 

relevant defaults of the transaction. This is done on any project where the 

founder ministries, the CMOP or the advisory team feel it is necessary. 

3.2 Foreign Investment Guidelines 

Foreign investment is an important component of the Czech Republic's 

privatization program. However, soliciting and managing high levels of foreign 

12 
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investment while preserving and promoting national economic and social 

interests is a delicate and complex task. The Foreign Investment Privatization 

Guidelines (Exhibit 3) were designed to ensure that privatization projects 

involving foreign investors are consistently reviewed and analyzed in order to 

produce the maximum possible benefits for the Czech Republic and its citizens. 

These benefits include employment, management and technical training, exports 

markets, new technology, production and marketing expertise, and a growing, 

competitive economy. 

A particular concern is the nature of the process for final project approval by 

the Czech government. Currently, the system is ad hoc, has redundant 

activities, and is quite tentative. To potential foreign investors, the process can 

appear chaotic, even whimsical. Many foreign investors that are ready, willing 

and able to invest are frustrated by what seem like endless iterations and ever

changing policies. The managers of the Czech companies are equally 

frustrated. In many cases, foreign investment is their only hope for survival in 

the face of rising product quality standards and global competition. An 

alarming number of these companies will go bankrupt as early as 1992 without 

an almost immediate infusion of capital, technological know-how, and access to 

a greatly expanded market network. 

While individual circumstances make rigid procedure impractical, the advisory 

team developed the Foreign Investment Privatization Guidelines (Exhibit 3) in 

order to provide a consistent approach to each privatization and to help focus 

the evaluation process. In summary, the guidelines suggest that the CMOP 

13 
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find answers to the following questions before making a final decision on a 

foreign investor's bid: 

1. Is the foreign investor's plan complete, in the correct format, and 
in compliance with the law? 

2. Is the foreign investor qualified to meet all the requirements 
(financial strength, appropriate industrial expertise, ability to build 
business, etc.)? 

3. Is the price being offered for the shares of the enterprise fair? 

4. Does the business plan appear reasonable and achievable? 

5. Is the valuation in line with those of comparable transactions for 
other enterprises? 

6. What adjustments to the purchase price should be made in 
exchange for commitments for subsequent investments and 
maintenance of employment levels in the near-term? 

7. Is the foreign investor's strategic plan with respect to the company 
viable? Will it improve the company's competitiveness? 

8. Will the company's board be constituted according to ownership? 

9. Is the foreign investor purchasing a controlling interest? Is this 
acceptable? 

10. Are there any conflicts of interest with the foreign advisors? 

11. Is the foreign investor's overall proposal fair and does it offer 
benefit to the company and the CSFR in the long-term? 

14 
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During Phase II, the team will continue to assist the CMOP in the review, 

analysis and renegotiation of privatization projects involving foreign and 

domestic direct investment. The advisors will assist the CMOP and the founder 

ministries in managing the privatization process, training ministry staff, and 

integrating the activities and recommendations of the various other advisory 

groups. 

4. Model Transactions 

As stated earlier, the team in Phase I has already reviewed and made 

recommendations on a number of projects. Several are presented here and in 

Exhibit 8. Based on the results of these first projects, the advisory team has 

refined its data collection, analysis, negotiation, recommendations, presentation 

and reporting processes. 

4.1 The Cokoladovny Privatization 

One of the major projects that the advisory team has already worked on is the 

Cokoladovny chocolate factory (See Exhibits 5,6, and 7). This project offers a 

useful illustration of the activities the team will direct during Phase II. 

The Cokoladovny project utilized a team consisting of financial advisors, 

investment bankers, accountants, and volunteer executives. The Project 

Summary is shown in Exhibit 5. It is important to point out that much of this 

information was not available in the privatization project documents but had to 

be researched, analyzed, and integrated through extensive interviews with 

15 
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management and the foreign investors. The information and assumptions were 

examined by the advisors to test the value and fairness of the project. 

Sensitivity tests, discounted cash-flow analysis and comparison to relevant 

western transactions were performed. Exhibit 6 provides some examples. 

When all the analysis was completed, including the required iterations, the 

senior advisors summarized the key issues, strengths and weaknesses of the 

project and recommended a course of action. Such recommendations may 

include immediate approval, approval with modifications, new approach to 

privatization, or disapproval. 

The report covering the team's recommendations and rationale was provided to 

the CMOP and the founder ministry in both English and Czech. The English 

version of the recommendation memo on Cokoladovny is shown in Exhibit 7. 

Senior advisors were involved in additional negotiations as a result of the 

submission of the memo to CMOP. 

The presence of the advisory team has been a catalyst to the process of 

negotiation and has already resulted in substantially improved deal terms over 

the original proposals submitted by the foreign buyer. Among other things, the 

negotiations were greatly accelerated, the valuation was finalized, the capital 

investment was increased by approximately $100 million, the shares reserved 

for employees were doubled, with half at a 50% greater discount and half free 

to the employees, and the environmental liabilities were shifted from the Czech 

government to NestlelBSN. 
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4.2 Other Privatization Transactions 

A variety of types of companies and transactions has attracted foreign investors 

to the privatization process and the differing circumstances lead to alternative 

structures and strategies for their individual privatization schemes. The distinct 

examples shown in Exhibit 8 demonstrate that success is not limited to one 

privatization approach with foreign investors. These projects involve the use of 

a joint venture, direct sale, direct sale/management buyout, privatization of a 

state-owned stock company, privatization of a state joint-stock company by 

vouchers and foreign investor, and privatization with minority foreign 

participation. 

17 
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5. Quarterly Work Plans 

Daily Tasks: 

1. Receive and log new projects, assign team members; 

2. Review project status, set priorities for the day; 

3. Review recommendation memoranda prior to submission to CMOP 
and make required changes, if required; 

4. 

5. 

Submit completed projects to CMOP; and 

Conduct required data collection, analysis and meetings with 
foreign investors, managers, ministers. 

Weekly and Monthly Tasks: 

1. Hold staff meeting -- review status of projects, staffing, priorities 
and make required adjustments. Discuss changes to process, 
policies, laws, etc.; 

2. 

3. 

4. 

5. 

Conduct progress meetings with key founder ministry and CMOP 
staffs; 

Conduct a progress meeting with USAID representative; 

Other tasks as required to keep program on track; and 

Review overall status - backlog, problems, possible solutions; make 
required adjustments to staffing, procedures and documentation. 

18 
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Quarterly Tasks: 

The team will prepare Quarterly Performance Summary Reports for USAID and 

the CMOP, documenting the numbers and types of privatizations reviewed and 

approved, the backlog and anticipated work flow, staffing, budget issues, 

schedule, changes to guidelines and procedures, revised outline of deliverables, 

and new project tasks identified. 

6. Quarterly Performance Summaries 

The present document constitutes the first quarterly performance summary 

under this contract and coincides with the completion of Phase I (which was 

one quarter). The Project Status Log shown in Exhibit 4 and the sample 

projects shown in Exhibit 8 highlight the number of projects logged in, the 

status of the review, the action items, and the types of transactions seen so far. 
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III. PHASE II SCOPE OF WORK 

A. Summary 

Under the second and final phase of this project, the professionals will continue 

to act as advisors to the Ministry of Privatization. In particular, the advisors 

will implement a system and guidelines for the review of privatization projects 

to meet the objectives of the Czech Ministry of Privatization. The team will 

assist the CMOP and founder ministries to manage the process and will provide 

advice, as appropriate, on further action necessary in relation to specific 

projects. 

Under this phase of the work, consulting services are requested to assist the 

CMOP in carrying out the "investor projects," estimated to be up to 250 of the 

companies undergoing privatization, or roughly 10% of those enterprises in 

privatization. In dollar value, the assets of these approximate 50 to 80% of all 

the assets in the Czech Republic undergoing privatization. 

The advisors will work with the founder ministries in cooperation with and 

under the guidance of the CMOP {National Property Fund} to assist in 

privatizing the companies with net foreign investment. Assistance will be 

provided to those companies in each sector which need attention due to their 

size and the urgency to the company's financial viability. Advisors are to be 

placed in four sectoral ministries as well as provide direct technical assistance 

to the CMOP which has overall responsibility for the process. 
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The second and final phase is divided into two interrelated components: Review 

of Voucher Projects and Review of Investor Projects. 

B. Component A: Voucher Projects 

The advisors will work with the assigned counterparts in determining which 

projects are to be assigned to the voucher program and which ones are to 

involve direct investment. The lead advisors in the CMOP will establish 

standard review procedures, coordinate the work of the teams in the four 

ministries, assist in problem areas, review work for consistency and make 

recommendations to the Ministry of Privatization regarding which projects 

involve potential direct foreign investment. 

It is difficult to estimate what proportion of the total number of privatization 

projects will be voucher projects which exclude any foreign or domestic 

investor element, but it is reasonable to assume that the vast majority will . 

exclude such investment. For the purposes of this scope of work it is assumed 

that all but 250 projects (10%) will fall into the voucher project category. 

Those 250 will fall into the investor project category and will be the focus of 

the technical assistance effort as outlined in Component B. 

C. Component B: Investor Projects 

This second component includes an overall review program for direct foreign 

investment enterprises, totalling up to 250 enterprises, and more detailed work 
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for up to 100 specific enterprises to be identified in carrying out the 

assignment. 

One of the key objectives of the review process will be to ensure that investor 

projects have been based on proposals by investors which can be shown to be 

the most competitive in terms of value, investment, employment, and 

stimulation of economic competition. 

For both the initial and detailed reviews a standardized format is to be 

followed, as outlined below. 

Overall Guidelines 

For all investor projects examined for initial or detailed review, the advisors 

will work under agreed upon guidelines and instructions to ensure consistency 

of approach throughout the process. These guidelines should concentrate, inter 

alia, on the following areas: 

1. Cash flow requirements of the business 

2. 

what is proposed for the enterprise's existing debt? 
what are the enterprise's capital expenditure requirements? 
will factories be closed? what effect will this have on the local 
population where the company is the major employer? 

Employment 

what are the plans for the existing work force? 
is increased employment expected? 
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3. 

4. 

is retraining planned to help dislocated workers? 
will employees be taught to be more productive? 

Vouchers {if appropriate} 

What proportion of the company is to be privatized by vouchers, if 
any? 
what plans are put forward for the balance? 
is it appropriate to offer more shares in the voucher scheme? 

Residual Ownership 

how much ownership should be retained by the National Property 
Fund? 
should the government retain a separate portion of the 
shareholdings which it intends to sell to trade purchases in the 
future? 

5. Management and Employees 

what arrangements have been made to encourage investment by 
management and employees? 
how will they pay for their shares? 

There will be many other questions to be answered in the detailed review to 

ensure all areas are covered. 

Initial Review: Up to 250 Enterprises 

It is estimated that up to 250 projects will involve proposals with foreign 

investment, based on the work carried out in Phase I of this assignment. Each 

investor project will require an initial review in the same way as for the 

voucher allocation process. In addition, the privatization projects which include 

foreign investment will inevitably be those companies or sectors which are 
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likely to attract more public attention and therefore will need to be studied 

carefully by suitably qualified advisors to ensure that the objectives are met in 

respect of their privatization. 

Under this task, for the initial review process, the team of advisors will work 

through the following steps: 

1. 

2. 

3. 

4. 

5. 

6. 

The plans will be passed initially to the support teams in the sectoral 
ministries to carry out the initial review of the projects, to translate 
relevant sections, and to summarize the important data on the uniform 
format. 

The plans will be passed secondly to the accountants, who will review 
them for financial completeness, plausibility and internal consistency, and 
who will review the financial statements. 

As may be required, the plans will be passed to local Czech attorneys 
who will review them for completeness and consistency with the legal 
requirements in force. 

Following this, they will pass them to the financial planners who will 
assess the viability of the company in terms of its indebtedness and its 
capitalization. 

The financial planners' comments and the financial sections will then be 
collectively reviewed by the advisors in the corresponding section of the 
CMOP. Particular attention will be paid to whether the proposals for 
privatization in the plan are suitable, and whether all the issues raised in 
our summary of important criteria have been fully considered and the 
solutions proposed are adequate. 

If at any point during this process, the papers supplied are incomplete, 
unclear or inadequate in any way, the company will be contacted 
immediately and requested to remedy the defect with all possible speed. 
In some cases management will be interviewed and sites inspected. 
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7. Once the factual record has been completed and reviewed for each 
company, it will be formally evaluated by the Senior Advisors at the 
Directorate of the Ministry of Privatization and appropriate 
recommendations forwarded to the appropriate Ministry official. 

Detailed Review: Up to 100 Enterprises 

It is estimated that up to 100 specific enterprises will require a more detailed 

review of their privatization projects. As well as covering most of the areas 

discussed under the initial review procedures for all 250 investor related 

projects outlined above, the detailed review will need to concentrate on the 

selection procedure adopted for the investor partner, including consideration of 

the basis of the valuation. In addition to 1 to 7 above, this detailed review will 

address such questions as: 

1. Has enterprise appointed advisors? 

2. Do the advisors have an international network? 

3. Do the advisors have experience in conducting tenders? 

4. Have the advisors reported on value? 

5. Have the advisors prepared an information memorandum? 

6. Have the advisors identified all potentially interested parties? 

7. Have all parties been approached at an appropriately senior level? 

8. Is evidence available of those expressing no interest? 

9. How has the short list of bidders been drawn up? 
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10. What are the reasons for choosing successful bidder? 

11. Do the advisors have any past or present relationship with successful 
bidder? 
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November 29, 1991 
FOREIGN Ih~ESTKENT PRIVATIZATION GUIDELINES 

Introduction 

The following guidelines are intended to assist the evaluation 
of foreign investment privatization proj ects. Every item of 
investigation may not be appropriate in all cases, and additional 
areas of inquiry may be necessary. However, the guidelines do 
provide a consistent approach to thinking through each 
privatization project and should help focus the evaluation 
process on key areas. 

I. Initial Review of Project at Founder Ministry 

II. 

Complete formal submission in compliance with the 
binding privatization project guidelines. 
Summarized presentation in Czech and English required. 
Identify and comment on issues for discussion. 

Evaluate Foreign Investors 

A. Background on Each Foreign Investor to Determine 
Qualifications: 

Description of how the Foreign Investor has been 
chosen. 
Summary description of Foreign Investor's 
business. 
Size and strength in ~especti ve industry. ( if 
applicable) 
Financial information (income statement, balance 
sheet). 
Financial strength of Foreign Investor and ability 
to meet current purchase price and future 
commitments. 
Capability of Foreign Investor to build target 
company's business. (if applicable) 
Appropriateness of Foreign Investor from 
cultural/political point of view. 

B. Structure of Bid 
Identify Foreign Investor and any related entity 
doing business in the CSFR. 
What entity is purchasing the shares/Company? 
Who are the shareholders of the entity? 
Is there an advisor(s) to the Foreign Investor? 
Is there an advisor(s) to the Company? 

What is their compensation? 
How is the transaction financed? 

If debt, who is guaranteeing debt? 
What bank is. being used? 

III. Valuation, Initial Purchase Pricer and Subsequent Investment 

A. Valuation 
What method(s) of valuation was/were employed? 
Does the valuation seem reasonable as compared to 
similar transactions? 
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Does the valuation reflect the extent of the stake 
of the Foreign Investor? (e.g., higher price if 
Foreign Investor is acquiring control) 
Has the valuation been performed by an independent 
valuation expert? 

B. Initial Purchase Price 
Proposed initial investment to purchase assets or 
shares. 
Percentage share capital sought. (if applicable) 
Foreign Investor's proposed structure of initial 
investment, cash or other consideration, if non 
cash in what manner was the value determined? 
What is being purchased and what left behind? 
Ensure transaction does not encompass the most 
attractive parts of the business leaving behind 
other operations that would be difficult to 
privatize separately. 
Is there a danger of insolvency before 
privatization is complete? 

c. Subsequent Investments 
Proposed magnitude of the Foreign Investor's 
ultimate financial investment in the Company and 
in the CSFR. 
In which areas is the Foreign Investor planning 
to invest (e.g., plants, marketing, technical, 
operational) and how would such approach increase 
overall shareholder value? 
What does the Foreign Investor expect the valu~ 
of its contribution in areas of technical, 
operational, managerial, marketing, and other 
non-financial areas to be, and what is the 
methodology for such valuation? 
What is the Foreign Investor's timetable for and 
magnitude of subsequent investments? 
What does the Foreign Investor require of the 
Company or the Government in order to achieve this 
timetable? 

IV. Proposed Structure of Business 

A. Business Development strategy 
How does the Foreign Investor intend to invest in 
developing the Company's market position? 

Does this strategy fit within the Foreign 
Investor's existing European marketing strategy? 
(including in Eastern Europe) 
Are any of the Company's existing name brands 
important to it? 
Any proposed change in product mix? 
Over what timeframe does the Foreign Investor 
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propose to implement these changes in product mix? 
What does the Foreign Invstor propose to 
contribute to the Company in terms of production, 
marketing, and production development expertise? 
What are the Foreign Investor's views regarding 
current capacity utilisation of the Company's 
production facilities and what future changes in 
production output would the Foreign Investor 
expect to make, and over what timeframe? 
What is the Foreign Investor's view on optimal 
capacity for the Company in the near to medium
term? 
Are all marketing arrangements to be made on an 
arms-length basis? 

Employment 
What is the Foreign Investor's plan with respect 
to existing workforce? 
What contribution to the day-to-day management of 
the Company would the Foreign Investor make? 
What level of management control or board 
representation does the Foreign Investor expect 
ultimately to acquire? 
What are the Foreign Investor's plans for the 
continued training and development of the 
workforce? 
What are the Foreign Investor's views on the 
incentivisation of management and employees? 
Is the Foreign Investor going to try to source 
products locally, or will it rely on imports? 

Liabilities 
Do the Foreign Investor's plans address all 
liabilities? (e.g. product liability, pension 
funds, restitution, legal, environmental) 
Where a restructuring results in a division of the 
company's assets into several entities (each with 
its own privatization plan), is the proposed 
division of liabilities equitable? 

Financial Projections 
Foreign Investor should include its estimate of 
3 years of financial projections. 
What are the cash flow requirements of the 
business? (sources and uses of cash, borrowing 
requirements, debt repayment, timing of cash flows 
including seasonal variation) 
How are future capital commitments to be financed? 
Are the minority shareholders protected from 
dilution? 
Will the Company avoid insolvency before the 
privatization process is completed? 
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v. Proposed Ownership Profile 

Percentage Breakdown 
% to Foreign Investor 
% to Management 
% to Employees 
% to Vouchers 
% to Restitution 
% to National Property Fund 
% to IPF 
% to Municipality 

Foreign Investor's ultimate goal with respect to 
ownership. 
How did they arrive at management share and was it 
arrived at on an arms-length basis? 
Are employees and management able to obtain shares if 
no provision is made? 
Minimum holding period by Foreign Investor? 
Other restrictions on the transfer of shares? 

VI. Summary of Issues 

Is the Foreign Investor's plan complete, in the correct 
format, and in compliance with the law? 
Is the Foreign Investor qualified to meet all 
requirements? 
Is the price offered for the shares fair? 
Does the business plan appear reasonable/achievable? 
Is the valuation in line with those of comparable 
deals? 
Adjustments to purchase price by commitments to 
subsequent investments and maintenance of employment 
in the near-term. 
Is the Foreign Investor's strategic plan with respect 
to the Company viable? will it improve its 
competitiveness? 
Will the board be constituted according to ownership? 
Is the Foreign Investor purchasing control? Is that 
acceptable? 
Are there any conflicts of interest with the foreign 
advisors? 
Is the Foreign Investor's overall proposal fair and 
does it offer benefit to the Company and the CSFR long
term? 
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SUMMARY OF FOREIGN INVESTOR PRIVATIZATION PROJECT 

Business Summary 

Project Submitted by: 

Name of Business/Location(s) 

Number of Employees 
Management 
Production 
Administrative 
Sales and Marketing 
Total 

Business Description - products and/or services 

Market position 
Market Share 
Major Competitors 

Domestic 
Foreign 

Management - key employees, length of service, age 

Major Customers (10% or more of sales) 

Export Sales 
countries Exported to 

Major Suppliers 
Raw Material Supplier 

Dollar Volume 

% of Total 

II. Financial Summary 

A. Income Statement Information 
(3 years and interim period comparison) 

Sales 
Cost of Sales 
Gross Profit 
Selling, General, and Admin Expenses 

Operating Profit 
Depreciation 
Interest Expense 
Taxe.s 

Net Income 
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B. Balance Sheet Information 
Current Assets 

Cash and Equivalents 
Accounts Receivable 
Inventory 
Other 

Total Current Assets 
Property,Plant and Equipment 
Land 
Other Assets 
Total Assets 

Current Liabilities 
Short-term Debt (a) 
Other 

Total Curr Liabilities 

Long-term Debt (a) 
Other Liabilities 
Share Capital 
Total Liabilities 
and Share capital 

(a) rates, maturity, lender for each long and short-term debt of 
obligation 

C. Cash Flow Information 
Cash Flow Provided by: 

Net Income 
Depreciation 
Increase in Debt 

Total 
Cash Flow Used by: 

Additions to Property, Plant, and Equipment 
Debt Repayment 

Total 
Increase/Decrease in Working Capital (b) 

(b) analysis of changes in working capital where available 

D. Ratio Analysis 
Total Debt/capital 
Total Debt/Total Assets 
operating Profit/Interest Expense 

E. Projections (at least one year with assumptions) 

III. Proposed Privatization Transaction 

Ownership Structure 
Identity of Foreign Investor (and advisor, if any) 
Purchase Price (form of consideration, if other than cash; 
timing, if staged) 
Future Investments (amount, timing) 
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COMPANY CONSIDERATIONS 

I. Meetings and Discussion Points 

Meetings and conversations with key company officers and 
employees, Company attorneys and others to discuss information 
relating to the Company or its affairs, at company sites or 
elsewhere, may be appropriate. The following financial, 
accounting, and business considerc.tions are intended to guide the 
discussions. 

A. Accounting and Financial Matters 

1. Assets (particularly receivables) normally requiring 
valuation reserves and the appropriateness of such 
reserves; assets (particularly inventories) subject to 
stylistic or technological change; breakdown of 
inventories according to major product categorie with 
comparable data for previous year. 

2. Re-valued assets. 

3. Depreciation and depletion policies. 

4. Unusual line items in the financial statements; that 
is, non-recurring items of income; extraordinary 
items. 

5. 

6. 

7. 

8. 

9. 

10. 

contingent 
warranties 
arrangements 
liabilities. 

liabilities, including guarantees, 
and material commitments; support 
with other companies; environmental 

Summary of lease rentals for the past three years, the 
current year, and the next three years. 

The Company I s 
problems or 
authorities. 

tax position, including any unusual 
questions raised by the taxing 

Effect of potential accounting changes 
revaluation of assets, unfunded pension 
liabilities). 

(e.g. , 

Covenants in existing loan agreements and their 
effect on the financial and operating policies of the 
Company; debt capaci ty under existing constraints; 
technical defaults, if any. 

Debt maturity· 
requirements. 

schedules; 
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11. Description of banking relationships, including the 
nature, limit, and current status of any outstanding 
loan or credit arrangements. 

Business Matters 

1. History of the Company, in summary form, including all 
major developments and material changes in finances, 
products, facilities, location and the nature of 
operations and management over the years. 

2. Subsidiaries and related companies; potential 
conflicts of interest; intercompany transactions. 

3. Major divisions and departments of the Company, 
including products manufactured or services 
performed, number, type and function of employees and 
physical facilities utilized. 

4. Major products or services of the Company, their 
development, ~se, sales and profit potential, 
methods of distribution technical attributes and 
requirements. 

5. Recently discontinued operations; unprofitable areas 
or areas with disproportionately high or low profit 
potential and the business strategy with respect to 
these areas. 

6. 

7. 

8. 

9. 

10. 

11. 

Major operational methods and 
distribution, merchandisizing, 
pricing, manufacturing methods 
purchasing, cost control, methods 
forecasting) . 

policies (e.g., 
advertising and 
and procedures, 

,of budgeting and 

Major suppliers; types 
supplied; adequacy of 
guarantees. 

of products 
sources of 

or materials 
supply; price 

Major customers and customer categories; special 
relationships with major customers, effect of major 
salesman I s relationships, portion of business done with 
major customers (historical and projected). ' 

Order/backlog figures, as of the latest available date, 
according to major customer and product categories, 
with comparable data for the corresponding date of the 
previous year. 

Historical and projected capacity utilization; 
breakeven operating levels; capacity constraints. 

Seasonal or cyclical influences on the business. 

8 
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Nature and extent of expenditures for research and 
development, new products and processes; research and 
development funding sources and relationships; nature 
of accounting methodology. 

Trademark, copyright, and/or patent status. (if 
applicable) 

Nature and extent of expenditures for advertising and 
promotion. 

Budgets and earnings estimates; projected financial 
performance in as much detail as possible with 
underlying assumptions. 

Significant changes in the Company's business 
indicated by changes to a free market economy or 
trends in its internal operating environment (e.g., 
competition, pricing structure, technological 
developments,industry capacity, transportation and raw 
material availability and cost), its operating or asset 
relationships, its performance relative to others in 
the industry or by acquisitions/divestitures. 

17. Major risks faced by the Company and its related 
contingency plans. 

18. 

19. 

20. 

21. 

22. 

23. 

Insurance coverage. 
interruption) 

(e. g. , facilities, business 

The Company's plans, or a,bsence thereof, to protect and 
enhance its distinguishing characteristics against its 
competition. 

Special risks or opportunities due to foreign 
operations, suppliers or customers; significance of 
foreign earnings. 

The Company's 
strategy and 
negotiations. 

acquisition/divestiture policy 
the present status of all 

and 
its 

Existence and nature of significant contracts, 
commitments or business relationships and related 
provisions or underdstandings regarding performance and 
termination; contracts subject to renegotiation or 
price redetermination; any existing or potential 
defaults or any history of past defaults. 

Labor relationships and related problems, if' any; 
expiration dates of significant labor contracts. 

9 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I-
t 
I 
I 

MULTINATIONAL STRATEGIES 11/29/91 

24. The depth and ability of the Company's management; 
problems, if any, of dependence on one or more key 
individuals; potential conflicts of interest; 
outside investments and sources of income. 

25. A summary of pending and threatened litigation; 
status thereof. 

26. Chain of ownership of real estate since 1937. 

27. Any threatened or actual restitution claims. 

28. Regulatory consents/permits. 

10 
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Sample Project Status Log 
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PROJECT STATUS LOG AS OF 12/11/91 ~ Total Projects 

Coq:Jany (P) Business Team Project Descriptions/Status Action 
===============================================================:=================:============================================================================================: 
Tabak (A) (P) Tobacco Batman/Hartzell BT, Philip Morris, Rothmans, SETA, RJR 

invited to do due dil. 
bids due Jan, 
review on hold pending govt dec. on for. own 

------------------------------------------------------------------------------.------------------------------------------------------------------------------------------------
Cokoladovny (A)(P) Chocolates Hartzell/Lewis/ 

Michel/Hraska 
Nestle'BSN have agreed to invest 43%, ult. 
goal 66 perc. 

going for gov't approval 12/18. 
memo recommending approval sent to Jezek, 
Muron, Mrazek, Jellinek 

------------------------------------------------------ ------------------------.---------------~------------- -----------------------------------------------_._-----------------
Cutisin (A) Sausage casings 

mfgr 

Konservarnya lihovary (A) Distillery 
(KOLJ) . 

Prague Sugar (A) Sugar 

Cukrovary Hradec Kralove (A) Sugar 

Cukrovary Hrusovany (A) 

Cukrovary Uher. H~. (A) 

PTZ Alpa (A) 

Taborske Mrazirny (A) 

Sugar 

Sugar 

Cosmetics, 
veg. oils 

Frozen foods 

Michel/Hartzell 

Batman/Hartzell 

foreign partner to be chosen from 4 bids 
(Teepak, D'Broom, 2 German bidders) 

foreign capital involved, awaiting Southern Touch 
proposal 

Hartzell/Batman/Kvacek Groupe Sucraier (Belgium) prepared to invest 
file under review 

Hartzell/Batman/Kvacek no foreign involvement 

Hartzell/Batman/Kvacek no foreign involvement 

Hartzell/Batman/Kvacek no foreign involvement 

Hartzell/Pulpan/ 
Babicky/Batman 

Hartzell/lewis 
Dejmkova/Pulpan 

Uni lever/AG 

Ernst&Young valuation, Unilever interest 

Approved by MoA, receiving offer from other bidder 
New Teepack proposal due first wk in January 

Approved by MoA. Stage 1· vouchers only, 
stage 2 - for. involvement, on hold 

awaiting legal documentation to prepare MEMO 

awaiting final legal documentation to prepare MEMO 

PRIORITY, MoA approved: ORr prepared summary; 
met with co. 12/11 MEMO of understading being 
drafted, expected within 10-14 days 

---~------------------------------------------.------- ------------------------------------------------------------------------------------------------------------ .. _----------
Litomericke Mrazirny (A) 

Mrazirny Praha (A) 

Benesov/Mlekarny (A) 

Pragolaktos (A) 

~. 
~, 

Frozen foods 

Frozen foods 
distribution 

Dairy 

Dairy 

)' 

Hartzell/Lewis 
Dejmkova(pulpan 

Hartzell/Lewis 
Dejmkova/Pulpan 

Ernst&Young valuation, Unilever interest 

Hartzell/Michel/Kvacek BSN seeks 61%, govt wants limit at 49% 
price too low, suggested renegotiation with BSN 

Hartzell/Batman/Hraska DRT has file 

PRIORITY, MoA approved, met w/E&Y & Unilever 12/10 
Unilever to present revised proposal by 12/20. 

DRT is preparing summary 

talking to mngt wk of 12/16 

advising Unilever to submit competing bid 



... - .. - ~ .. - .. .... ..... .. .. .. _ .. - -
PROJECT STATUS LOG AS OF 12/~/91 

~'"l 
~Total Projects 

CCIq)8ny (P) Business Team Project Descriptions/Status Action 
.z_=====_===========================================_===c===:=====:========================:=============================================~=====~=============~===~============= 
Hlekarny Ceska Lipa (A) Dairy Hartzell/Pulpan Thai Bidder setting mtg with bidder wk of 12/16 

----------------------_._--------.--------------------------~-------------------------------------------------------.----------------------------------------------------------
Xaverov (A) Poultry processing Gold/Hartzell 2 letters of intent summary being prepared 

------------------------------------------_._--------------------------------------------------------------------------------------------.--~-~--------------------------------
Vitana Bysfce (A) Dry foods mfgr. Hartzell/chewning summary being prepared mtg w mngt 12/19 

_._-------------------------------------------.--------------------------------------------------------------------------------------------------------------------------------Haj (n (P) Dept. Store Hfchel/Fellegi/Shore K-Mart proposing to buy 75%; issue as 
to perc. for. own 

memo finished and delivered 
to be renegotiated, to speak with Urban wk of 12/16 

-------------------------------------------------------------------------------------------------------------------------------------------------------------------------------Kotva (n (P) 

K-Hart-BOhemia (T) 

Domov Praha (T) (P) 

Dept. Store Hichel/Fellegi/Shore K-Mart is for. partner. Must decide whether it is prelim. memo to be completed by 12/20 
ok to have same partner in both Prague dept. stores 

Dept. Store Chain Hichel/Fellegi/Shore K-Mart proposing to buy 5 former Prior stores 
in Bohemia 

Furn. Dept. Store Fellegi/Shore Ikea (Sweden) is for. partner 

MEMO delated to early January 1992 

memo to be completed early January 1992 

_._----------------------------------------------------------------------------------------------------------------------------------------------------------------------------
International Hotel (T) Hotel Michel/Fellegi/Shore Ecofin (Belgium) seeks 15%, to assist with 

mngmt., modern., fln_ 
memo submi tted to MoP 
to be approved by Min of Tr&C with amendments 
to contract 

-------------------------------------------------------------------------------------------------------------------------------------------------------------------------------Jal ta Hotel (n Hotel Michel/Fellegl/Shore Japanese investor project to be renegotiated with Japanese 
(level of ownership) before 1/20/92 

.------------------.----------------------~------------------------------------------------------------------------------------------------------------------------------------
Grand Hotel Pupp (T) Hotel Michel/Fellegi Carlsbad; 2 bidders in final negotiations decision expected by 1/31/92 

-------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
Zlaty lev. liberec (T) Hotel Michel/Fellegi/Shore to be reviewed and discussed early 1992 

-------------------------------------------------------------------------------------------------------------------------_.-------------------------------------.-------
Marlanske Lazne (H) Spa/Resort Michel/Fellegi spa wants to jv new hotel on its land 

with Tischman, project economics sound, 
venture needs struct. meeting priv. law 

Tischman to refile a bid before 1/20/92 

---------------------------------------------------~---------------------------------------------------------------------------------------------------------------------------
Prunyslove stavby. Brno (I) Industrial builder Or.em/Gold 

~ 

~ 

valuation prepared by DRY summary prepared, 12/18 mtg with management 

fI\'Z...)<" 0 S .... ,\;5~ • ....-r-rt-Q /Y'D P 

II 

4 

• 
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PROJECT STATUS LOG AS OF 12/1q/91 ~Total Projects 

Conpany (P) Business Team Project Descriptions/Status Action 
==========================================================:===============:=:==:====:===:========::==================:=::==::==================:========:-====::=====~========= 

Mototechna (I) Car Service Orem Skoda VY involved 
letter sent to Bilek 

Mol decision to defer to 2nd wave 

-------.--.----------------------------------------_.---------------.-----------------------.----------------------------------------------------------------------------------
Technomat (I) 

Baterfa Slany (I) 

Kovosrot Decin (I) (P) 

Wholesale distrib. Orem 
of build. mat. 

Batteries mfgr Orem/Lewis 

Scrap Hetal Orem/Batman 

Kaznejovske Chem Zavody (I) Chem. mfgr. Gold 

ZPA Trutnov (I) (P) 

GlJIlOtex (I) 

Cihelny Novosed (I) 

lOS Stredoluky (I)(P) 

lOS Ctyrkoly (I) (P 

Elec. comector 
mfgr 

Plastics mfgr 

Bricks mfgr 

Engineering 
machinery 

Engineering 
machinery 

Orem/Lewis 

Orem/Lewis 

Batman/Gold/Hraska 

Lewis/Orem 

Lewis/Orem 

AKUMA Mlada Boleslav (I)(P) Electrochem. mfgr. Gold/Chewing 

RABS liberec (I)(P) 

s: 
.~ 

Automotive parts Gold/Lewis/ 
Stewart-Roberts 

100% voucher, project in hand, 
memo sent to M of I advising 
need for for. partner 

tentative decision by Mol to go joint stock, 
then voucher, and then for. partner, 
awaiting project from privatization 

• 

on hold, priv. plan needs reVISIon. Ralston's writing revised priv. plan 
Eveready division potential purchasers of dry cell 
business, residual needs for. partner, working with 
German firm, Roland Berger, eval. survival potential 

Sholtz - bidder, other bids expected by 12/16 
KPMG advisor 

MOl opening to public bid 

Siemens and ARB each buying a piece; 
KPHG & Samuel Montague advisors to ZPAi 
valuation/environmental problems 

Offers from Greiner (German), Inespo (Spanish), 
cirrus (Swedish); Fischer Int'l, German advisor 

DRT provided English Summary 

German firm Junker interest, contract in German 

ditto 

as the best partner, govt decision next week 
Caminor Holding (Swiss) interested 

Rockwell is foreign bidder 
MoP will apply to shorten 2 months deadline 
for competitive bids to be filed. 

memo by beg. of h&-:JArJ 
awaiting competing bids 

memo written 

PRIORITY, summary is being prepared 
Montague and KPMG mtg. with co. 12/10 & 12/11; 
team meeting with Montague and KPHG 12/12 

Under evaluation, completed for HOi, 
not final. for MoP, Bwaiting file from MoP 

co 

PRIORITY. 
summary completed by Hraska 

IV\ -z......-o ,?v i301 .... ,....-rt(? .. 
-ro It"'-V(=' 

going for govt approval 12/18 pending the rewiew 
of final contract 

ditto 

MEMo-early January 1992 
i2 'c.-v ,'Z:.......J C e>,\A r l.-"Z:-...,.~ 
PRIORITY. Mol approved 
Meeting w/SS&D 12/12 
Urgent to finalize recommendafions 
IV'-~ 0 10 I'" 0 P 11-(' '\ 

to MOP by 12/16 

.. 
f1 

~ 



.. .. .. - - .. -.- .. .. .. - .. .. .. .. .. - .. 
APPROVED B Y G 0 V ERN MEN T 

Cementarna Prachovice (I)(P) Cement Bakal/Orem 

Cementarna Mokra (I) (P) Cement Bakal/Orem 

.--.--------------------------------------_._-------------------------------------------._-----------------------------------------------------------.--.----------------------
Cementarna Cizkovice (I)(P) Cement Bakal/Orem 

r 
~ 
~ 



.. .. - -- - - .. .. -, .. _ .. .. .. .. .. - -
PROJECT STATUS LOG AS OF 12/14/91 

-~tj 
~ Total Projects 

conpany (P) Business Team Project Descriptions/Status· Action 
-============================================================================================================================================================================== 
Praga Praha (1)(P) Automotive parts Gold/Lewis summary being prepared 

AVIA Hradek nad Nisou (I)(P) Automotive parts Gold/Lewis 

--------------------------.-_.---------.------.-------.-------------------------------_.---------------------------------------------------------------------------------------
OR Moravska Trebova (I)(P) 

VUBVL - Kourim (I)(P) Veterinary Products Orem{Gold Foreign Bidder interested Memo written recommending proceeding w/sale ~ 
submitted to Cizkova, Ludvik (Mol) 

-----------------------_ .. _-_ ... _ ............ _ ..... _.-.-_ ... -.. __ ._------_ ..... _-_ ..... __ .. _--._-....... _--- -- .. -... --.-----.-----.--.---~~j?-.-------.-.----- .. --------------
Slevarny AS (I)(P) Alumini~ foundries Lewis 

BALARNEY (T) 

rf?J) t"HC & pe T;>P :'X!':i}...6t ' 
r;':T Pl- ' ~ >" l!.~.A./f.J 

--- I--
I " J,.1::.?lvIJ 

I1l::hA/tF 

Coffee packaging Lewis/Michel 

h)ITT7J7~ 

7Hlftl..H JJ C Blt'rit:. &t;;J-J> 
7)X,I(f-,s 

t1b'7J.ft' RI V(; 

IN" -VrR1.I tr e:71/~ - --------./' ~ ~ - -

J;IF/NX ~ir~)I~/v/~E! 

If-~~ ~ ~ /.:. rpCClllO eON lRf'l Gau) 

., t::.o,~ ~ liic(JIUD//C/loI2S 

-'- - ----,---~;;,,- ----

'".-(:. ~ 
C:r ... y 

Sara Lee is for. invester FILE NOT YET RELEASED 
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Cokoladovny Project Summary 
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PRIVATISATION PROJECT SUJYDYIAR.Y 

DATE:NOV, 19 1991 

SUBJECT: C 0 K 0 LAD 0 V N Y a.s. ID 16192800 
143 20 Praha 4, Modranska 27 

Joint stock company, 100% state ownership - Incorp. 29/3/91 

PROJECT SUBMITTED BY: Chief executive officer approved by 

DESCRIPTION 

The Board and Ministry of Agriculture 
(Developed with bidder companies experts) 
TARGET DATE - December 1991 

, .. 
NO COMPETITIVE PROJECTS IDENTIFIED 

Major Czech manufacturer of chocolate _ and other 
confectionery, cookie and cracker products 

Sales 
Profit after tax 

Book Value (OOO's) 

1990 Actual 
4.3 bill Kr 

99 mill Kr 

Tangible Assets not recorded 

TOTAL at 30/6/91 

1991 projected 
6.5 bill Kr 

550 mill Kr 

2.389.038 Kr 
30.137 Kr 

2.419.175 Kr 

FOREIGN BIDDERS :Joint venture (50/50) registered in the 
Netherlands of: 

TRANSFORMATION 

B S N (France) - leading European manufacturer 
of cookies and crackers 

N EST L E world leading manufacturer of 
chocolate and confectionery 

selected by the management - other interested 
companies:Jacob Suchard,Phillip Morris,Brauser, 

Independently Privatized unit - Privatisation 
of the State's Property Interest in the Business 
of other Juristic Person 

STRUCTURE OF OWNERSHIP SHARES : 34% Voucher method 

. ,,:." 

3% National property Fund 
43% Foreign Bidders (BSN-Nestle) 
15% EBRD 

5% Investicni banka 

100% Share capital 

'.:. ~ 
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PROPOSED VALUATION AND OFFER: 
(method of valuation) 
(authors of valuation) 
(methods and source of financing) 
(type and timing of financial contribution) 

ASSETS NOT INCLUDED IN VALUATION AND OFFER: 
(land,plant, debt,' social assets and related 
costs,environmental liabilities,termination costs, 
training, product liabilities, restitution) 
as applicable 

GOVERNMENT GUARANTEES REQUESTED: 
(hold harmless, liability limits, grandfather 
clause,tax holiday,escrow arrangements) 

PROFIT AND CAPITAL REPATRIATION: 
(management fees, royalties,licences,etc.) 

BOARD OF DIRECTORS: Czech management 
Foreign Investors 
Total 

FOREIGN BIDDERS (BSN/NESTLE) GUARANTEE: 

4 
2 
9 

* to increase their share in ownership to 66% of ,the enterprise 
through capital investment of 1.9 billions Kr in the form of 
equipment and cash, i991-1995. This will enable expansion and 
introduction of brands under licence. 

* to use the name Cokoladovny 
Cokoladovny after privatization. 

a.s. and the Trade marks of 

* to expand into European markets through BSN and Nestle and use 
of their distribution network and efficient advertising activity. 

* to assume liability for all financial obligations of 
Cokoladovny a.s. after privatization. 

* to offer the employees of cokoladovny a.s. the opportunity 
to buy a part of their shares on credit at a price 20% lower 
than their nominal value at the time of privatization. 

I 

* to allow two years in which none of the existing Cokoladovny 
sites will be closed and ~mployment will not be decreased. 

* to leave the post of CEO of Cokoladovny a.s. in the hands of 
Czechoslovak citizens. Add foreign specialists in marketing to 
the management team. 

CONSULTING TO BIDDERS/MANAGEMENT: Skaaden Arps 

2 

"'"i .,' ". - •• . t.' 
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'HiE COMPANY: 

Company activities: May be the largest Czech company engaged in 
manufacture and distribution of the chocolate, a variety of the 
confectionery, cookies and crackers. 
They also engage in research, production and distribution of the 
equipment, steel and plastic dies, packaging machinery and 
computer services. The company also develop foreign markets and 
cooperation with foreign partners. 

sites: Fifteen (15) production units (plus Head office) 
Some of them were founded over 100 years ago. 
(age of equipment and buildings varies, newest 
ecquisition in the last 10 years) 

Emoloyees(31.7.91): Workers Management&Admin. Other Total 

5.992 1.216 552 7.760 

Manaaement : Key Personnel service Lencrth Aae 
Managing Director 
Financial Director 
Commercial Director 
Former Managing Dir. 

J. Camplik 
M. Jech 
E. Vojtech 
Mr.Vesely 

20 years about 50 
about 50 
about 45 

56 years 77 

Market share: The company owns over 40 Brand Names Registered 
in many countries - orion,Lidka,Lipo,Diana,Zora, ... 

Year 

Goods 
Confectionery 
Cookies&Crackers 

Domestic Market 

Volume(tons) % market share in 1990 
74.365 

163.300 

Export Market 
(000 Kr) 

1989 1990 

39,8 
41,1 

1991(as at 30.6) 

Former soc. countries 
Western countries 
TOTAL 

74.378 
121.161 
195.539 

74.193 
161.115 
235.308 

4.285 
112.649 
116.934 

Comoetitors : Four smaller manufacturers in Slovakia,plus imports. 

customers 
60% 

Large customers 
POTRAVINY (Czech monopoly state distributor) 
ZDROJ (Slovak monopoly state distributor) 

30% JEDNOTA (Biggest Czech coop distributor) 
DOVP (Slovak monopoly coop distributor) 

10% Small retailers (approx. 5000 outlets) 

3 
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3usinoss Plan 

Though it is relatively small (16 mil. inhabitants)- the domestic 
consumer remains the most important market. 

Though there is 50% sales growth by 1995 ,domestic market share 
will decline from 46 % in confectionery to approximately 34 % and 
from 41 % to 35 % in cookies as a results of imports and other 
competition (substitutes),etc. 
Exports are targeted to reach 20% of sales (from 6% in 1991).The 
company intends to keep export markets such as Germany, Saudi 
Arabia, Sweden, Finland, Spain, Canada, Netherlands, Great 
Britain, Australia, Singapore, USA and expand to other markets in 
Poland, Hungary, Mongolia and apparently China. 
The company intends to manufacture BSN I Nestle Brands products 
under licence for domestic and export markets. 
The company plans to improve efficiency through long term 
consolidation of facilities. 

other :Production capacity utilization :80 % for biscuits 
73 % for confectionery 
68 % for other products 

Raw and paCkaging materials are readily available on the 
domestic market except: 

Cocoa 

Flavors and essences 

4 

Holco Man, London,U.K. 
Pretcher,Wien,Austria 
Andrie&Cie,Lausanne, 
JBS,Lausanne,Switzerl. 
Walter Matter,Geneve, 

Rahimian,Harnburg,FRG 
Polack,curych,Switzer. 
Indomed,London, U.K. 
Van Eeghen,Amsterodam 
Technorama, Madrid 
Edpa, Istanbul 
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FINANCIAL SUMMARY - BI\SED ON MI\NI\GEMENT INFORMATION 

Income Statement (000.000' Czechoslovak 1<1".) 

·'@:[~R~·IIII~IIII!ilWi:f~~:I!llllW~fI~~lj;ll~~~!jlll1'~I!I\II~lJ]~~~~~~~~ill[]~~~~lJ~i~!~~~lll!lll~i~;1111~~i~~I!III~f~~lr~~$~~ ~1~~~il(. 4467 4319 6335 l<IO(H 6766 l'lJoQ.H 7609 (JOQHl 0374 HJOQill 9040 ilH.Q9.Hh',L4:! 

3:~~ i'lllill 3:~~lllr~~illlr : :~~ iii ::~; i~III' ii!~ 
108 1:1tH!~hl 180 11:~1(HHI 31 0 1~~wjQ.nl 300 li~j$.;l,HI 440 \\:W:\~~!\ llJW{ '-----.r~:t:i';.:'~!:. .f!~1~!t. .:~!~t':1. .!'!"'~!":" .!.~.i.!-!j!!~ ';"'1·.· 5024 iiX~MHi 5000 iL~~i7:Hli 6530 !LO!>:i~;m 7252 t~~!.~;lli 7840 il:~:~.l;!;lilf,tt .. J~L 
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206 237 12241Ii~iW:!~.I!1 6371!;~I~:i:!111 74311:mlm~;111 75911;~18~:!i! 761 II;mlmmlll,;:~:':( 31 42 80 :4;2()::: 00 d:i~.(h 136 '::llia.::: 134 i;ih~Hh: 111 d,i22:j: tJ:3' 175 195 1144 li:1"bib:::l 5'19 iJll:J'TH 607 mrl~lil1l 625 mil'~'(nl 650 !i;lHg:l: H'ls, 
55 96 5971"llii~~iiii 240 I:®i~~:,'i 243 li~iil~ill 250 \!i~\~~,\! 260 Ill~I~~~: i!.4 
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Cokoladovny a.s. 

FINANCIAL SUMMARY 

'Balance Sheet (000.000' CZECHOSLOVAK KR.) 

Period 

Cash .. 

Accounts Receivable 
Inventories 

Other Current Assets 
Total Current Assets 

Intangible Fixed Assets*' 
Tangible Fixed Assets * inc. land 

Investments • 
Total Fixed Assets 

Total Assets 

Bank Loans and Overdrafts 
Trade Creditors 
Accruals and Deferred Income 
Other Creditors 

,Total Liabilities 

Common Stock 
Reserves 
Retained Earnings 
Current Earnings 
Capital and Reserves 

ITotal Liabilities and Caoital 

1991 
estimate 

128 
489 

1201 

1818 

1 
1544 

15 
1560 

1992 
plan 

538 
1045 
1154 

2737 i. 

1 

2099 
15 

2115 

1993 
plan 

837 
1175 
1259 

3271 

1 
2479 

15 
2495 

,',:::<}::/'337S·':::F.:\\.·:·48S2. ···.?:··S76S;::;,:.-:: .,: .... :. 
.; •........ ;. ';", "," :., .. :,", ;.;. ' .... ; . . .~. 

315 852 956 
479 ' 617 695 

54 54 54 
153 520 474 

1001 2043 2179 

1802 2002 2502 
152 167 185 
423 640 900 

2377 2809 3587 

'3378:. 4852 5766: 
*' DRT estimates 

1994 
plan 

1236 
1293 
1344 

3873 

1 
2829 

15 

2845 

6718 

825 
736 

54 
640 

2255 

3102 
204 

1157 

4463 

6718 

1995 
plan i 

1805 : 
1396 : 

I 

1408 : 
I 

4609 ! 
I 

1 I 
3074 

15 

3090 

7699 

660 
777 

54 
866 

2357 I 

3702 
224 

1416 

5342 
I 
! 

7699 I 

1 
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Cc.s~flcw St2~=ment (COO.OOO l 

Cz=c~cslc'/2.k 

::sricc 

'Net Inc:::rTie 
C ecrec:aticn 

Inc~:;ase :n ::or~::'.'Iir.gs 

.lncreasa in Cemmen Stccx 
j 
jether Sourcss 

lioral Sources 
I 

IcacitaI Expenditure 

I 
Repayment ot. Borrowings 
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Exhibit 6 

Cokoladovny Analysis 
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- - ------------
Cokoladovny a.s. 

Period 

SALES 

ISelling, general & admin. * 
ERATING PROFIT 

Interest 
Income before tax 
Tax 

NET INCOME 

Rate 
* DRT estimates for 1992 - 1995 

J):.. 
O""-J 

FINANCIAL SUMMARY - ALTERNATIVE I 

Income Statement (000.000' Kr.) 

206 
31 

175 
55 

237 
42 

195 
96 

- - - --. 
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Cokoladovnya.s. 

FINANCIAL SUMMARY - ALTERNATIVE I 

Balance Sheet (000.000' Kr.) 

Period 

Cash * 
Accounts Receivable 
Inventories 
Other Current Assets 

Current Assets 

Bank loans and Overdrafts 
Creditors 

and Deferred Income 

liabilities 

Common Stock 
Reserves 
Retained Earnings 
Current Earnings 

and Reserves 

liabilities and 

Period 

Return on Capital Employed 
Total liabilities/total assets 
Currrent liabilities/current assets 
Current liabilities/ 

current assets less inventories 
Interest cover 
Inventory turnover(days) 

Accounts receivable tumover(days) 

(187) (264) 12 623 1.423 
489 1045 1175 1293 1396 

1201 1154 1259 1344 1408 

1503 1935 2446 3260 4227 

1 1 1 1 
1544 ,2099 3074 

15 

479 617 695 736 777 
54 54 54 54 54 

153 520 474 640 866 
686 1191 1223 1430 1697 

1802 2002 2502 3102 3702 
152 167 185 204 224 
423 690 1031 1369 1694 

.. DRT estimates 

Ratio Analysis 

~:':::::::;::l!:~,~:'1'~!~':,:::,,;::rH::/:1:~~g:,: ::::tJ9~~j::::'::~.;:::l994.:::.{; :,'1995 
:'e$timate:}:?CprariJ:j'.:':t·pfart::? 'plarf{t :'Pf~: 

230/0 13% 
22% 29% 
N/A N/A 

N/A N/A 
15.30 

69 62 
28 56 

12% 
25% 
N/A 

N/A 

60 
56 

10% 
23% 
N/A 

N/A 

59 
56 

8% 
23% 
N/A 

N/A 

57 
56 
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Cokoladovny a.s. 

FINANCIAL SUMMARY - ALTERNATIVE I 

Cashflow Statement (000.000' Kr.) 

Period 

Net Income 
Depreciation 
Increase in Borrowings 
Increase in Common Stock 
Other Sources 
Total Sources 

Capital Expenditure 
Repayment of Borrowings 
Investments 
Other Use of Funds 

Changes in Working Capital 
Increase/(Decrease) in 
Accounts Receivable 
Inventories 
Other Current Assets 
(Increase)/Decrease in 
Current Liabilities 

Increase/(Decrease) in 
Net Liquid Funds * 

.. 1991· 1992 ·· •.• ·....1993···· ··1994/ •.. 1995 
····~Stimate/·pran< . ···plari·</ ······.····plari··.····· ···········plan 

547 359 446 455 457 
108 180 310 380 440 

655 

231 
457 

78 

245 
25 
o 

(103) 

* DRT estimates 

o 0 0 0 
200 500 600 600 

739 

735 

77 

556 
(47) 

o 

(505) 

1256 

690 

86 

130 
105 

o 

(32) 

1435 

730 

99 

118 
85 
o 

(207) 

1497 

685 

111 

103 
64 

o 

(267) 
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Cokoladovny a.s. 

Notes to Financial Summary 

Sales - the Company increased its selling prices substantially in 1991 

Factory overheads - total overheads split: 
Factory 
Selling,general and administrative 

80% 
20% 

The company expects semng.general and administrative overheads to 
increase between 1992 and 1995 

Interest - a rate of 15% has been assumed for 1992 to 1995 

Cash - increase/decrease from cashtlow model 

Fixed assets - previous year's closing balance plus purchases less 
depreciation 

': ... -,,: '"w; _ .... '.'~ . 

• 
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Cokoladovny a.s. 

COKOLADOVNY A.S. 
ALTERNATIVE II 

COSTS 
INCOME 8EFORE TAX 

TAX 40 % 
NET INCOME 

NET CASH FLOW 

1992 

315 
473 

806 

1 

752 
742 
733 

752 
742 
733 

752 
742 
733 

1993 

7100 
889 
356 
533 

120 

2 

97 
93 
90 

97 
93 
90 

97 
93 
90 

1994 

7858 
935 
374 
561 

179 

3 

126 
118 
111 

126 
118 
,.11 

126 
118 
111 

1995 

8950 
994 
398 
597 

246 

residual 
1996 value 

9845 
1094 
438 
656 

662 

4 5 

151 
138 
126 

353 
314 
281 

3800 
3341 
2947 

Bel!idii~tvaifi"'-g';"'~ 'Coi,' 9554
1 

151 353 4750 I 
138 314 4176 
126 281 3683 

151 
138 
126 

353 
314 
281 

5700 
5011 
4420 
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Cokoladovny a.s. 

FINANClAL SUMMARY - ALTERNATIVE II 

Cashffow Statement (000.000' Kr.) 

Period 

Net Income 
Depreciation 
Increase in Borrowings 
Increase in Common Stock, 
Other Sources 
Total Sources 

Capital Expenditure 
Repayment of Borrowings 
Investments 
Other Use of Funds 

Changes in Working Capital 
Increasel(Decrease) 

Increase/(Dacraasa) in 
Net Liquid Funds 

:,:.:~. Y:},,1~92!,>tg:1993):;:-{:,::::::1994.::199,5:,,:> .:'.' J 995 .... ~:<.: .. -:::.:.:;:.-:. ;'.,. :,:.' ".: : ... :.::.:.;.:;.::;:.;.......... . ... . 

:,'(:'pfari': :::::,;:?ptani:·:?~:?t::::ptari:·pfari:·· " '.' ...... .' plan' 

473 533 561 597 656 
180 310 380 440 484 

o 0 0 0 0 
1365 209 209 209 209 

2018 1052 1150 1246 1349 

735 690 730 685 400 

77 86 99 111 111 

400 157 142 204 176 
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COKOLADOVNY A.S. J 

ALTERNATIVE ~ 

SALES· 
COSTS **) 

INCOME 8EFORE TAX 
TAX 40 ~/o 

NET INCOME 

NET CASH FLOW 

.. :.' .. 

15.00/0 
18.0% 
21.0% 

..-..\ ~. 

.... 

\JoJ ol,...'¥l.- ~ '1 
\ 
!I 

<' 

c.. r'i'" .J.."".-, V'->"L" 

G ~ (-- ... \.~ ("- I G 

~ ~-~-~ 
\ .. ~~ 

1992 1993 1994 1995 

7104: ".')L\79a~ , 8793 .··:.,9492 
," '.~ ~ .~.. ." . . .," 

6316 
789 
315 
473 

37 

1 

35 
34 
34 

7100 
889 
':"~ ... 00 

533 

364 

2 

295 
284 
273 

7858 
935 
374 
561 

716 

3 

505 
473 
445 

8522 
970 
388 
582 

926 

4 

568 
519 
475 

568 
5'9 
475 I 

I 

-- ,. "lReSidUal valus" 

505 
473 
445 . 

~. .;;.:. I.. -, .; n~ 
. i 

568 
519 
475 

residual 
1996 value 

'··9492 
8522 
970 
388 
582 

957 

5 

510 
454 
406 

510 
454 
406 

4342 
3817 
3367 

5065 
4453 
3928 

:'~':'~11644 
•. _ .. -_.~--."-

5789 
5090 
4489 

l\!. ~ '1-. 
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Exhibit 7 

Cokoladovny Project Review Summary 
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December 2, 1991 

To~ Ing. Jan Mrazek 

Attached is our report on the privatisation project 
submitted by Cokoladovny. Copies have been provided to 
Messrs. Jezek, Muron, Jelinek, and RostejmskY. We are 
available to discuss the enclosed at your convenience. 

1 
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COKOLADOVNY 

PROJECT REVIEW SUMMARY FINAL 

I. PROJECT 

II. CONCLUSION 

III. STRENGTHS 

5 billion Kes investment by BSN-Nestle 
Cokoladovny, evidenced by purchase of 43% 
of the existing shares from the Fund for 
2.8 billion Kes, and investment of an 
additional 2.2 billion Kes in the company, 
resulting in an ultimate ownership by 
BSN-Nestle of 57%. 

The plan will permit cokoladovny to become 
a viable, internationally competitive and 
profitable business. There can be no 
question about the competence of Nestle 
and BSN. The price is fair. 

We recommend approval of the plan. 

WEAKNESSES/CONCERNS 

1. Modernisation program 
funded to upgrade 
quality 

I.Tax holiday and some 
debt forgiveness 
requested. 

2. Export potential provided 

3. Fair price 

4. Credible and strong partners 

IV. Submitted by: Laurent Michel 
Carl Hartzell 
Shanaz Batmanghelidj 
Gustav Hraska 
Charles stamm 

V. December 4, 1991 

2 
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We have reviewed the privatisation project submitted by 
Cokoladovny, which involves a significant investment by a 
joint venture of Nestle and BSN, among the worlds largest 
producers of chocolate products and cookies respectively. 

The scope of our work included review of the privatisation 
plan and of a draft of the stock Purchase Agreement, visits 
to the company and discussions with both compahy management 
and representatives of Nestle-BSN, of their business plan, 
including financial projections related thereto. We have 
relied on the accuracy of both historical and projected 
financial information, and have not independently verified 
same. 

Business plan 

Cokoladovny has an estimated 40% share of the chocolate 
/cookie/ confectionary market in Czechoslovakia. 1991 sales 
are expected to reach 6.5 billion Kes (versus 4.3 billion 
Kes in 1990), generating an operating profit of 1.4 billion 
(versus 237 million Kes in 1990). Despite this very strong 
performance, which reflects increased product prices and a 
one-time major inventory adjustment, the company, 
anticipating competition from imports, needs a foreign 
partner to fund a massive investment program t6 improve 
product quality. This will permit them to protect this 
domestic market share and to export to Poland, Hungary and 
Western Europe, using its labor cost advantage. starting in 
1990, conversations were held with various foreign investors 
(including Philip Morris, Suchard, Bahlsen, and Haas), and 
a letter of intent was executed with BSN-Nestle (a 50-50 
joint venture formed for this specific purpose) in April 
1991. 

The company and BSN-Nestle elaborated a 5 year business 
plan, the key features of which include: 

1. An investment program of 3,071 billion Kes (to be 
financed with 2.2 billion Kes in equity investments by 
BSN-Nestle and the remainder by retained cash flow) 
designed to improve product quality to international 
(western) standards. The program will permit an increase 
in the Company s current 200,000 TPY capacity. 

3 
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2. 

3 • 

Retaining a 40% domestic market share is a top 
addressed primarily through improved quality. 
calls for the maintenance of existing product 
production levels. Reduction in the number 
and products offered domesticaly, 
expenditure for marketing (advertising, 
training and distribution) and improved credit 
customers. 

priority, 
The plan 

price and 
of brands 
increased 
personnel 
terms for 

An increase in exports is planned as quality improvements 
are made. Overall tonnage is expected to increase from 
134,000 tons in 1991 to 173,000 tons in 1995, almost all 
of that increase reflects exports. These, however, will 
be BSN or Nestle brands which can be produced at a lower 
cost by Cokoladovny or products under private label. 

Proposed structure and ownership 

The proposal calls for the purchase from the National Fund 
by BSN-Nestle of 43% of the existing shares, based on a 
market valuation of 6.5 billion Kes. Simultaneously, the 
European Bank for Reconstruction and Development (EBRD) and 
Investieni banka will purchase 15% and 3.5% respectively of 
the shares, also at market price. The remaining 38.5% will 
be available:for the Restitution Fund - 4.5% and the coupon 
program - 34%, based on a book value of 2.4 billion Kes. 
During 1992, BSN-Nestle will invest 1.365 billion Kes in the 
company and receive additional shares also based on the 6.5 
billion Kes valuation. BSN-Netsle are committed to a further 
equity investment of 825 million Kes during 1993-1996, for 
which they will receive further shares.Giving effect to 
these various transactions, the ownership of Cokoladovny 
will be as follows: 

BSN-Nestle 
EBRD 
Investieni banka 
Coupons 
Restitution 

After purchase In 1992 
from the Fund 

43 % 
15 
3,5 

34 
4,5 

100 % 

53 % 
12 

3 
28 

4 

100 % 

By 1996 (est.) 

57 % 
11 

3 
26 

3 

100 % 

BSN-Nestle will thus, from day 
its Board of Directors. 

one, control the Company and 

4 
/ 
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Valuation 

The market value of 6.5 billion Kes was arrived at in 
negotiations between BSN-Nestle and company management, 
assisted by Skadden-Arps (legal advisor), All-Inn - an 
Austrian firm - and Investieni banka (financial advisors). 

The price equals the Company s 1991 sales volume. In the 
past 3 years, most acquisitions of major food processing 
companies in the U.S. and western Europe have been completed 
at a multiple of sales ranging form 0.7 to 1.4, and 
averaging 1.1-1.2. An exception to this was the 1988 
purchase of Roundtree, PLC in the U.K. by Nestle, where the 
price equated to 1.8 x sales. Other similar recent 
transactions are more in line : 

Year Purchaser 

1988 Hershey 

1990 united Biscuits 

1990 Suchard 

Seller 

cadbury-Schweppes 
(U.S. chocolate business) 

Koninklijka Verkade 
(Netherlands producer of 
biscuits and chocolate) 

Chocolate business 
of Panks Hovis McDo~gell 

Price/sales 

1.2 

0.9 

1.0 

It is, of course, to be expected that a business in 
Czechoslovakia will sell at a discount. Moreover, with the 
projected 3 billion Kes investment program , the effective 
price is closer to 1.4 x sales. 

We also developed a discounted cash flow model. As we view 
the business plan as possibly conservative, consideration 
was given to increased sales price, especially when product 
quality is improved over the next 5 years, coupled will an 
increase in marketing costs. This led to a computed fairness 
range for the existinq equity of 5 to 6 billion Kes, e.g. 
below the agreed 6.5 billion Kes price. 

Documentation 

The stock purchase agreement is responsive to the intent of 
a long term commitment and to social matters, 

1. BSN-Nestle agree, for five years, to make no fundamental 
change in the business, or restructure, liquidate or sell 
sUbstantial assets without the prior consent of Czech 
representatives of the Board. 

5 
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2. BSN-Nestle agree, for two years, to retain management and 
the work force (except for normal attrition), to maintain 
existing social benefits, and to further train management 
and employees. 

3. BSN-Nestle will transfer 3% of the existing shares to the 
employees, half at no cost and half at a 20% discount 
from their purchase price. 

BSN-Nestle have, however, requested certain concessions from 
the government (which if not obtained would lead to a 
reduction of the purchase price of the Funds shares), viz: 

1. Forgiveness of an existing 
turnaround inventory from a 

150 million Kes 
state entity. 

2. A tax holiday as to 1992 and 1993. 

6 
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Other Sample Project Reviews 
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December 19, 1991 

To: 

From: 

Re: 

JUDr. Zdenka Cizkova 
Ministry of Privatization 

Michael Gold (MNS) 
Trevor Lewis (MNS) 

RABS Liberec sp/Rockwell International 

Attached is our report on the privatization project submitted by RABS 
Liberec sp. which proposes Rockwell International as its joint venture 
partner. 
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RABS LIBEREC sp 
PROJECT REVIEW SUHMARY FINAL WITH RECOMMENDED CH;.NGES 

I. PROJECT: Formation of a joint venture company in which Rockwell 
invests $6 mil USD into RABS Liberec sp and pays the National Property 
Fund $1 mil USD for 54.5% ownership. Rockwell retains a 10 year option 
to purchase the remaining shares for a fixed price of $5.845 mil USD. 
Additional equity investment of up to $3 mil USD is anticipated to 
create a world class auto components manufacturing facility. 

II. CONCLUSIONS/RECOMMENDATIONS: The resulting company will become 
an international manufacturer and distributor of automobile 
components, providing employment and advanced training for Czech 
citizens. The company will not be viable as early as 1992 without a 
major infusion of capital and new technology. Rockwell clearly has 
the technical, financial and marketing capability to accomplish the 
goals of the privatization project. Based on our analysis and review 
of the previous valuation by Arthur Andersen, the price appears to be 
fair to the Fund. 

However, there are several items of the joint venture agreement which 
need to be revised prior to signing, and several which require 
clarification and review by the Ministry of Privatization and the 
National Property Fund. Once these items are resolved, we recommend 
approval of this project. 

III.a. STRENGTHS: 
1. Major capital and technology infusion into company 
2. Capital provided to National Property Fund 
3. Significant employment and employee training 
4. Extremely credible/strong multinational partner 
5. Vast expansion of production capability 
6. Large export potential 
7. Existing 20 year commercial relationship with partner 
8. Partner already a major supplier to Volkswagon 

III.b. WEAKNESSES/CONCERNS/CLARIFICATIONS: 
1. Items needing to be fixed: 

a) Noncompete clause 
b) Option of Rockwell to purchase remalnlng shares 
c) Option of 3rd party to purchase remaining shares from Fund 
d) Management control regarding Rockwell charges to RABS 

2. Items needing clarification 
a) Price of shares for additional $3 mil USD investment 
b) Opportunities for management/employee ownership 

3. Items needing review/policy decisions by Ministry of Privatization 
or National Property Fund 
a) Indemnifications,-representations and warranties, especially 

in regard to environmental liabilities 
b) Restitution 
c) Limited liability vs. joint stock company structure 

4. Items not needing action 
a) Price of the remaining shares (45.5%) held by the Fund 
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IV. Scope & Limitations of Review 
Analysis and review included privatization project documents, 
valuation report, draft joint venture agreement, meetings 
with RABS management and Rockwell representatives, and an on 
site visit to the facility in Liberec. We have relied on the 
accuracy of all information provided by RABS and Rockwell and 
have not independently verified same. 

v. Submitted by: 

VI. December 19, 1991 

Michael Gold & Trevor Lewis 
Multinational Strategies 
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December 19, 1991 

RABS Liberec sp 

Joint Venture Proposal with Rockwell International 

Introduction 

Rockwell International has been negotiating with RABS since October, 
1990 and a "Heads of Agreement" was signed on June 20, 1991. RABS 
management and Rockwell have been operating under the understanding 
that they have an agreement. Rockwell has placed senior management 
for RABS in Czechoslovakia. Five companies were considered as 
potential partners, and Rockwell was chosen by management as the 
superior partner. 

RABS Liberec currently sells 85% of its output to Skoda. Since the 
establishment of Skoda's joint venture with Volkswagen, Skoda has 
introduced quality standards for its suppliers that RABS is unable to 
meet without substantial capital investment and the introduction of 
newer technology. This will also be true for RABS' other customers. 
RABS will not remain viable on its own. The proposed investment by 
Rockwell is well suited to meet these requirements and to secure the 
future of RABS. 

For these and other reasons, an expedited review of this transaction 
seems in order at this time. 

Benefits of the Proposed Transaction 

In particular, Rockwell proposes to: 

a) undertake a capital expenditure program of approximately USD 11 
mil over 5 years (including reinvestment of profits) in order to 
upgrade the operation to modern world standards. 

b) invest USD 6 mil in the company upon closing. 

c) pay the National Property Fund USD 1 mil immediately upon closing 
of the transaction. 

d) transfer its production technology to the new company to enable a 
wider range and higher standard of products to be manufactured. 

e) maintain the workforce at the current level of 481 and undertake 
to increase employment to 798 by 1997. In addition, Rockwell will 
carry out a major program of staff training. 

f) transfer the manufacture of certain product lines from other 
Rockwell operations, enabling production at Liberec to be increased 
substantially. 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

I 
I 

g) provide experienced senior personnel to help manage the 
operation. 

Some of the above prOV1Slons need additional clarifications in the 
joint venture agreement. 

Rockwell is a suitable joint venture partner for a number of reasons 
(benefits to the company): 

5 

a) it is a major multinational company with substantial interests in 
the automotive components industry and therefore has the resources and 
knowledge to achieve the objects set out above. 

b) it has considerable financial resources and will finance its 
investments from its own resources. It is also willing for the new 
company's profits to be reinvested in the foreseeable future to 
finance further capital expenditure. 

c} it has had a commercial relationship with RABS, Liberec, for 20 
years, during which RABS has produced Rockwell designs under licence. 

d) it is already a major supplier of automotive components to 
Volkswagen and is therefore well placed to assist the new company in 
developing a continuing supply relationship with the Skoda Volkswagen 
joint venture. 

There are direct benefits to the Czech Republic including: 

The Fund of National Assets will receive USD 1 mil immediately from 
Rockwell. In addition, Rockwell has the option to purchase the 
remaining shares of the Fund by December 31, 2000 for USD 5.845' mil. 
If modified as recommended below, we believe the option is favorable 
to the Fund. 

The planned modernization and expansion of the RABS facility should 
strengthen the Czech motor vehicle industry, lead to increased Czech 
employment and ultimately to taxes to the government. 

Valuation & Adequacy of Price 

The assets of RABS were valued by Arthur Andersen. Both RABS and 
Rockwell accepted the valuation, though Rockwell believes the 
valuation was at the time about 80% above market value, and is even 
further above market value now. However, Rockwell is prepared to 
proceed with the existing valuation. The valuation was limited to a 
net asset value appproach. No discounted cash flow approach was 
undertaken. We performed a preliminary discounted cash flow analysis 
on the summary projections provided by Rockwell. Rockwell would not 
provide its detailed projections, so an accurate. fully adjusted 
analysis was not possible. However. the range of values calculated 
from the preliminary discounted cash flow analysis is less than the 
value accepted on the basis of the Arthur Andersen valuation. 
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Therefore, the proposed price after taking into account the USD 6 mil 
investment in the company at closing appears to be fair to RABS and 
the National Property Fund. 

Weaknesses/concerns/Clarifications 

1) Items of the Joint Venture Agreement that need to be corrected: 

6 

a) Noncompete Clause (Article 12): The noncompete clause is too 
restrictive. It should be limited to the formation of a new, directly 
competing company in Liberec or a directly competing company anywhere 
that uses technology taken from RABS. Article 12.1 should be limited 
accordingly. Articles 12.2 and 12.3 should be deleted: existing 
businesses cannot reasonably be limited in this manner, and new 
businesses would be covered by the modification to 12.1 as above. 

b} Option of Rockwell to purchase remaining shares (Articles 2.5, 
2.6, and 2.7): Rockwell retains an option to purchase the shares at 
the current price up to December 31, 2000. However, they are not 
actually obligated to purchase the shares unless "trading profit" 
exceeds 5% of annual sales. Even if this condition is met, no 
specific number of shares is specified with each purchase, rendering 
the obligation meaningless. Also, Rockwell could be in a position to 
keep profit under 5% (see below). Rockwell has no incentive to 
exercise its option until expiration, if ever. The option should 
specify the number of shares required to be purchased upon partial 
exercise. Alternatively, it should require that all shares be 
purchased at the same time if any are purchased. Items c) and d) 
below should be modified to allow the Fund to sell its shares freely 
if the option is not exercised by December 31, 1995. 

c) Option of 3rd party to purchase remaining shares from the Fund 
(Article 2.8): This provision should be changed to allow the Fund to 
sell its shares after December 31, 1995 to anyone without Rockwell's 
approval. Rockwell can be protected from the sale of the Fund's 
shares to a competitor by its having a right of first refusal to the 
purchase of the shares. Article 2.8.2 should be deleted. If Rockwell 
doesn't exercise its option to purchase the Fund's shares, the Fund 
must have an unrestricted right to sell the shares and the buyer must 
have a similar right to resell the shares. 

d) Management control regarding Rockwell charges to RABS (Exhibit A, 
Article 6): As a result of Rockwell's control of the Board, all 
charges to RABS for goods, technology, know-how and/or services 
provided by Rockwell should be specified to be on terms and conditions 
no less favorable than to an unaffiliated third party. Such 
specification would help to prevent the "management" of earnings in 
RABS which could obviate an otherwise required option exercise. 

2) Items that need to be clarified: 

a} Price of shares for additional $3 mil USD investment (Article 
2.10): Rockwell is to receive additional shares for further equity 
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capital it contributes to the venture. It proposes investing up to 
USD 3 mil; however, any investment is at Rockwell's option. 
Furthermore, it is not specified how the price of those newly issued 
shares will be determined, but should probably be at market. 

7 

b) Opportunities for management/employee ownership: There is no 
provision for management or employee ownership. This could be 
addressed in employment contracts or in the joint venture agreement if 
desirable. 

3) Items needing review/policy decisions by Ministry of 
Privatization or National Property Fund: 

a) Indemnifications, representations, warranties, and government 
approvals: Should be reviewed by the Fund to determine what is 
acceptable from a policy perspective. We are prepared to offer our 
thoughts on each of the provisions within these sections of the joint 
venture agreement. In particular, Rockwell is asking to be 
indemnified for environmental problems preceding the joint venture, as 
well as for any problems that arise for 3 years subsequent to the 
establishment of the joint venture, subject to Rockwell making 
reasonable efforts to prevent new problems. 

b) Restitution: No provision is made for restitution. 

c) Limited liability vs. joint stock company structure: Rockwell 
proposes a limited liability company which limits the shareholders to 
50 and places control of share disposition in the hands of Rockwell. 
Should Rockwell not exercise its option to purchase the Fund's shares, 
the Fund would be limited as to potential purchasers. The agreement 
should either give the Fund the right to have the company changed to a 
joint stock company in the event Rockwell doesn'~ purchase the 
remaining shares or the company should be set up as a joint stock 
company from the outset to avoid this problem. The Fund may want to 
sell its shares to the public at a later date. 

4) Items not needing action: 

a) Rockwell has the ability to purchase the rema1n1ng shares from 
the Fund at the price of the initial purchase. This will not allow 
the Fund to benefit from the upside appreciation of the shares. 
However, the risk to the Fund of receiving its USD 6 mil for its 
shares is quite low, and the Republic receives other compensating 
benefits, as outlined above. Furthermore, if the option is modified 
as recommended, its value to the Fund is greatly enhanced. There is 
also a risk of having to renegotiate the entire deal or of losing the 
deal if such a major point is changed now. Since the overall 
transaction seems fair from a financial point of view, we recommend 
not changing this point now if the bulk of the agreement is acceptable 
and the above changes are accepted by Rockwell. 
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RECOMMENDATION 

RABS needs a foreign partner, and Rockwell is an appropriate match. 
We recommend that the transaction be approved subject to negotiating 
the terms of the agreement to achieve the modifications recommended 
and subject to the final review of the Ministry of Privatization and 
the National Property Fund. 
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28 November 1991 

To: Vaclav Lisy 
Ministry of Industry 

Copy To: JUDr. Zdenka Cizkova 
Ministry of Privatization 

From: Hans Deutsch, IESC 
Michael Gold, Multinational strategies 

Subject: VUBVL-Kourim (Kourim) 

Per your request, we are summarizing our meeting with you and 
the management of Kourim and providing some very preliminary 
comments. Your primary request was for us to review the 
valuation of the business in order to help you determine the 
fairness of the agreed upon price. This privatization project 
has not 'yet been transmitted to us by the Ministry of 
Privatization. 

Proposed Direct Sale to A. LONZA A.G. (LONZA). 

We understand that LONZA, a large Swiss firm, is interested in 
buying 100% of the division of the research institute VUBVL 
which is located in Kourim. There appear to be many positive 
aspects of this sale. LONZA isa large, well established firm 
in this field. They bring tremendous technical, business and 
marketing know-how to Kourim's business activities. In 
addition to the purchase, LONZA appears committed to investing 
adequate resources into the new firm "LONZA-Biotec fl in order 
to make it a viable competitor in this fast moving field. 
LONZA plans to invest 50 million Kcs within the first year to 
expand the fermentation capacity and upgrade the quality of 
the production, and to reinvest 10-40 million Kcs per year for 
expansion and modernization. LONZA also plans on spending a 
total of 200 million Kcs over 4 years for improvement of the 
water system and air quality of the community. LONZA also 
intends to retain the current management and employees. 

At least· 14 firms have been reviewed by management as 
potential partners. Management has concluded that LONZA is 
the best partner for reasons including the above mentioned 
factors. LONZA has agreed to pay the book value for Kourim. 
In the absense of a strong foreign investor/partner, the 
prospects for Kourim are negative. 

We would recommend a more thorough review of this transaction 
from investment banking and contractual perspectives once it's 
been transmitted to us through the Ministry of Privatization 
and contracts have been drafted. From our initial review, the 
proposed privatization project appears to have a lot of merit. 

Valuation 

Kourim's book value i~ approximately 135 million Kcs. The 
company was appraised by the Swiss firm Prognos at 127 million 
Kcs. A review of the Prognos appraisal by Arthur D. Li ttle 
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stated that Prognos failed to consider certain factors such as 
management know-how which could contribute to the value of 
Kourim. Prognos' view is that those factors were inherently 
considered in their methodology. Arthur D. Little made no 
attempt to quantify their observations, which makes their 
review of limited value. 

since the Prognos appraisal did not include a discounted cash 
flow analysis, we performed a DCF using the projections 
provided in the privatization project. Using these 
projections, which could not be completely adjusted due to 
lack of detail, we arrived at a value of approximately 138 
million Kcs (with a discount rate of 20%). This value is 
almost identical to the stated book value. However, 
management stressed that their projections were very 
optimistic, and that LONZA would also see them as overly 
optimistic. This puts the 138 million Kcs value as a "best 
case" value. 

Therefore, based on the Prognos appraisal and our own review, 
we conclude that a purchase price of Kourim's book value of 
135 million Kcs is probably the best price that is likely to 
be obtained. Addi tional appraisals taking into account the 
current state of the business, the market, reasonable 
projections, etc., would more likely than not obtain a lower 
value for the business, possibly much lower. It seems to us 
very unlikely that a higher value would be obtained. It seems 
unnecessary, therefore, to spend the money on additional 
appraisals. 
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22 November 1991 

To: Vaclav Lisy 
Ministry of Industry 

Copy To: JUDr. Zdenka Cizkova 
Ministry of Privatization 

From: Hans Deutsch, IESC 
Michael Gold, Multinational strategies 

Subject: Kaznejovske Chemicke Zavody (KCZ) 

Per your request, we are summarizing our meeting with you and 
the management of Kaznejovske Chemicke Zavody and providing 
some very preliminary comments. To our knowledge, this 
privatization project has not yet been reviewed by the 
Ministry of Privatization. 

Proposed Direct Sale to Aktiva 

We understand that four of the top managers of KCZ have formed 
"Aktiva" in order to purchase KCZ. They, along with a foreign 
trade expert who we could not identify, propose to own 56% of 
Aktiva. Mr. Nesvadba, an Austrian entrepreneur, would own 
44%. The proposed purchase price is 35 million Kcs. No 
provisions have been made for restitution. Aktiva is to build 
a citric acid plant for 550 million Kcs, financed through debt 
from a Czech bank (200 mKcs) and an Austrian bank (350 mKcs). 
We understand that the plant is already under initial 
construction with financing arranged by Mr. Nesvadba. The 
plan calls for exporting 80% of the citric acid, which is in 
heavy demand, to pay the 550 mKcs debt and provide a profit. 

There are'a number of issues which support the Ministry of 
Industry decision to request public tenders. 

Valuation 

This is difficult to determine with the information currently 
available to us. The price of 35 mKcs seems to have come from 
a draft of the valuation report prepared by the consulting 
group SCG, but is not supported in their final signed document 
which actually states a negative value of 69 mKcs. The 
valuation did not include a cash flow analysis. Although the 
book value of KCZ is 230 mKcs, the cost to clean up KCZ's 
toxic dumps has yet to be determined accurately, and could 
potentially exceed the book value by many times. Bids from 
major international chemical companies with expertise in toxic 
clean up and/or an estimate of the clean up cost by a major 
international toxic clean up firm would help establish the 
value. 

Environmental Clean Up 

KCZ is a 158 year old firm which has been dumping toxic 
chemicals, including heavy metals, for decades. The ground 
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water is almost certainly contaminated. It is not clear to us 
that Aktiva has either the expertise or the financial 
capability to handle this problem. All bidders should be 
required to present a responsible plan for the clean up 
including methods, timeline, costs and documentation of 
capability to implement the plan, both technically and 
financially. There is the danger for the new owners of KCZ to 
enjoy the profits from the new plant for several years without 
solving the environmental problem. The problem could then 
revert to the state. 

Financing 

The proposed Aktiva transaction is financed 100% with debt. 
Problems with the new plant, the market for citric acid, or 
the toxic clean up, etc., could make it difficult for Aktiva 
to service its debt and remain solvent. It would be useful to 
review why the negotiations with Jungbunzlauer AG, an Austrian 
firm, were discontinued. Management of KCZ (and thereby 
Aktiva) acknowledge that this firm is the largest European 
manufacturer of citric acid. They would therefore appear to 
have the expertise and financial strength necessary. They 
should be invited to bid in the new public tender process to 
avoid a conflict of interest. More tender offers will 
increase the chances of getting the best price and getting the 
environmental problem solved. New tenders should be 
encouraged to have equity components. More information about 
Mr. Nesvadba, his business holdings, and his financial 
strength should be made available for review of the Aktiva 
proposal. 

Public Bid 

We recommend that the public tenders for KCZ be solicited from 
major international firms and be advertized appropriately to 
accomplish that. Firms should be given adequate time to 
reply. Only the major international chemical firms will have 
the expertise and finances to both build and operate the new 
plant and'clean up the toxic waste. It should be made clear 
in the tender request that tenders must include the plan for 
cleaning up the chemical dumps. Aktiva should be requested to 
resubmit their tender to include a plan for the toxic clean up 
and detailed information on its proposed partners. 

Jungbunzlauer AG should be invited to submit a tender offer 
based on their competence and prior expressed interest. 
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To: Minister Tomas Jezek 

From: Laurent Michel 

Attached is our preliminary review of the proposed purchRse 

of M~j by K-Mart. Copies have been provided to MM Mr~zek and Je

linek and Mrs. Hrab~kov~. We are available to discuss findings 

at your convenience. 
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PRO J E C T SUM MAR Y 

Project: Purchase of Maj by K-Mart 

Evalation (check one): Preliminary / Final 

Recommendations 1) Commercially quite viable 

2) Raises policy issues related to ownership 

structure 

Strenghts 

1) Provides financing for 
needed renovation of Maj 

2) Inclusion of Maj in proposed 

chaio K-Mart WIll create purchasing 
economies 

3) K-Mart has recognized 
management skills in 
this sector 

4 ) Competitive process 

Prepared by Laurent Michel 

Carl Hartzell 

Weaknesses / Concerns 

1) K-Mart will initially own 
72% of shares and s~~ks 
options on additional shares 

2) Possible price reductions 
through audit of absolete 
inventory 

3) InJeciti'0nof new capital into 
Maj limited to Kas 100 MM 

November 20, 1991 



I
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Per your request, we have completed a preliminary review cf 

the privatization plan submitted by M§j, a.s. We understand the 

plan has been approved by the Ministry of Trade and Commerce. 

While the plan is economically viable, it raises policy issues 

for your consideration. 

The scope of our review included a visit of M§j, discussions 

with management (Ing. Helena Prokopov§ and Ing. Stanislav Plecit9) 

and its auditors (DRT - Czechoslovakia) and legal advisers (White 

and Case), a brief meeting with representatives of K-Mart (M. G. 

Seunik) and their legal :'Cl.«3visers (Skadden, Arps), a review of the 

privatization plan and of the market valllJt(a,tti:Oil1lJJ report, and of a 

draft of the proposed purchase agreement. We have relied on the 

accuracy of Historical financial + operating data provided to us, 

and have not independently verified same. 

M§j seeks a foreign partner for three reasons. First, the 

store is in urgent need of repairs to its escalators and other 

equipment and seeks investment capital to improve its selling 

space etc., and to upgrade its computer equipment. These needs, 

in the aggregate, are estimated at 100 MM Kcs. Second, the store 

feels it would significantly benefit from a relationship with 

a western group, who could provide management skills in a number 

of areas. Third, and very important, they would benefit from af

filiation with a chain, who could provide centralized buying and 

resultant economies. 

Accordingly, M§j hired DRT earlier this year to conduct a 

tender and seek interest from qualified parties over and above 

those that had approached M§j. All investors contacted insisted 

on majority ownership at some point. Following conversations with 

a number of other parties (including Quelle, Horton, Decoex, Mer

cator and Littlewood), Maj choose to negotiate with K-Mart for 

the following reasons: K-Mart was interested and committed to 

Czechoslovakia, their business and customer profile parallels 

that of Maj, they are a leading factor in the field and they plan 

to establish a chain of stores in the country. We understand 
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K-Mart is negotiating to purchase five former Friar stores i~ 

the Czech Republic, and has additional projects in the Slovak 

Republic. M§j would be the flagship of this chain. 

M§j is already a joint stock company owned 82% by the state 

and 18% by Investi~ni banka. The accounting value, as established 

by DRT in accordance with Czech regulations, is 321 MM K~s; we 

have not verified jthis calculation. The market value developed 

by DRT, and accepted by both M§j and K-Mart, is 450 MM K6s. This 

value was established based 1) on an analysis of net asset value, 

especially including the value of the land and building for re

tail use and 2) a capitalization of potential future pre-tax 

profits. In 1990 (actual) and 1991 (est"d) M§j developed sales 

of 950 MM and 820 MM Kes respectively and pre-tax income (refle

cting a 14% gross margin) of 35 and 30 MM Kes respectively. The 

DRT future model assumes sales of 1500 MM Kes, a 20% margin and 

pre-tax profit of 90 MM Kes. While M§j management feels the mar

gin target is achievable, they doubt they can generate the tar

geted sales volume. 

In the current evolving environment, it is difficult to 

establish a precize market value for M§j. The value of the site, 

as a hotel or office building, may be substantial. Nevertheless, 

we view the agreed 450 MM Kes valuation as reasonable. 

The agreement provides that K-Mart would purchase 67% of 

the outstanding shares from the Fund (i.E. 82% of its 82% hol

dings) for 301 MM Kes. In addition, K-Mart requests that the Fund 

retain a 9% interest and give K-Mart a 2 year option to purchase 

this 9% at market value plus a 9,5% p~a. interest adjustment. The 

remaining 24% would be allocated/owned 18% by Investicni banka, 

3% employees + 3% restitution. The agreement, parts of whic~ 

need clarification or further negotiation, also provides the 

following: 

1) An investment ba K-Mart of approx. 100 MM Kes in return for 

additional shares, valued at the market price, the net result 

of which would be to uncrease their initial ownership to 72%. 
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2) A possible reduction (through an escrow) of up to 30 MM K0s 

in the purchase price, based on an audit of obsolete invento

ry 

3) Retention of the M~j name for 5 years 

4) Retention of existing management and employees (except through 

attrition and organizational changes) for 3 years. M~j cur

ren~ly employs 700; the longer term expectation is that number 

with significantly reduce 

It is our view that K-Mart can be very helpful in M&j's 

future development. It is not clear from prior conversations 

that there is another partner both interested and qualified. 

Management feels the process has been competitive and that 

the 60-day wait for the development of additional bids should not 

be required. If the project is approved, they would like to sche

dule the renovations for the first quarter of 1992, traditionally 

a slower retail season, and thus avoid disruptions of sales du

ring the spring and summer. 

Laurent Michel 

Carl Hartzell 
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To: Dr. Cizkcva 
From: Hans Deutsch (IESC 

Shahnaz Batmanghel dj (MNS) 
Re: Cihelna Novosedly a.s. 
Date: December 17, 1991 

I. PROJECT: Proposed purchase of 10% of shares of this 
brick manufacturer by Wienerberger, a Vienn3 based company 
for Kcs 10.7 million with a subsequent investment in the 
Company of Kcs 100 million for a total ownership of 55%. 

II. CONCLUSION: We recommend that this project be 
approved since the bidder is a credible entity with a viable 
business plan for Cihelna Novosedly which will make it 
competitive with imports. The valuation appears fair. 

III. STRENGTHS: 
- Modernization program to upgrade plant 

Increase the markets (exports to Austria) 
Fair price 
Credible partner with operations in Austria, Germany and 

Hungary. 

ISSUES: 
- We have not reviewed competing offers submitted for this 

company and have been told that the Company chose 
Wienerberger. 

IV. BUSINESS PLAN: 
Cihelna Novosedly is one of six brick manufacturers in 
Moravia with approximately 80 employees. The Czech brick 
industry is fragmented with over 100 brick plants scattered 
over the country. Wienerberger has 30 plants in Austria, 
West/East Germany and Hungary. Cihelna Novosedly was chosen 
due to its proximity to the Austrian market. Current plans' 
are to increase production capacity by 88% from 43 million 
to 80 million bricks with significant technical and 
marketing assistance furnished by Wienerberger. Sales are 
expected to increase from Kes 45 million to Kcs 149 million 
in 1993. 

V. PROPOSED STRUCTURE AND OWNERSHIP: 
Wienerberger will purchase 10% of shares initially for Kcs 
10.7 million in Stage I. It will make a subsequent 
investment of Kcs 100 million, of which Kcs 25 million will 
be in the form of know-how and technical skills, in the 
Company in stage II during 1993 and 1994 for a total 
ownership of 55%. 

Wienerberger 
Coupons 

Restitution 

stage I 
10% 
87 
3 

100% 

stage II 
55% 
43.5 
1.5 

100% 
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VI. VALUATION: 
Consulting AG., an Austrian consulting firm, determined a market 
value of Kcs 79.7 million. Their methodology was based on using 

2 

·a five-year average of projected earnings. However, the result 
is higher than using the normal discounted cash flow method. 
Given a book value of Kcs 68.3 million, 1991 sales of Kcs 70 
million and net profit of Kcs 8 million, a valuation of Kcs IOO.3 
million for the Company is reasonable, particularly since they 
have committed to invest an additional Kcs 100 million in the 
business. The final figure was arrived at by negotiating with the 
Ministry of Industry. 

0 \ \ . 
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Appendix 1 

Transformation Law #92/1991 
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LAW No. 92/1991 

dated 26th February, 1991 

about the conditions of transfer of state property to other persons 

(The 'Transformation Law") 

[revised version - October 18, 1991] 
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The Federal Assembly of the Czech and Slovak Federal Republic agreed on the 
following law: 

PART O\,E 

Subject and extent of the regulation 

$ 1 

1) This law regulates the conditions of the transfer of state property which state 
enterprises are entitled to manage, state monetary institutions and insurance houses, 
and other state organisations (hereafter referred to only as "enterprises"), including 
their property participation in the activity of other legal persons, as well as the 
conditions of the transfer of property participations of the state in this activity, to 
Czechoslovak and foreign legal and physical persons (hereafter referred to only as 
"privatisation"). 

2) This law will apply in a similar way to the property of foreign trade enterprises and 
in their property participation in the activity of other legal persons. 

3) The conditions of transfer of state property defined by this law do not apply to 
property that can only be in the ownership of the state, according to constitutional or 
special laws. 

S 2 

The property of an enterprise for the purposes of this law is a summary of the property 
and financial means that the enterprise is entitled to manage or which it owns, as well 
as of rights, other property values and obligations of the enterprise. 

$ 3 

1) Property that is to be returned to legal persons by means of special regulation (1) is 
not SUbject to this law. 

2) Property that has passed into the ownership of the state after 25th February, 1948 
from the ownership of churches, orders and congregations and religious societies is also 
not subject to this law. 

3) Property which can be the subject of a claim by a physical person according to 
special regulations (2) can be used, for the purposes of this law, only if these claims 
were not invoked within a given time period or were rejected. 
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S 4 

Property also cannot be transferred according to this law if it was proposed or included 
for transfer oj ownership to other legal or physical persons according to special 
regulations (_1). and until such time v .. 'hen it has been decided that it is not to be 
included in the list of operation31 units designated for transfer, or it has been 
eliminated from the list <lccording to special regulations (4). 

Special Regulations 

(I) For instance Law ~o. 29S!19<)O. regarding the adjustment of some material 
relations of monastic orders and congregations and i\rchbishopric of Olomouc. 

(2) For instance Law No. 403/1990, re: alleviation of consequences of some material 
injustices, in text of the Law ~o. -1-56/1990. 

(3) Law No. 427/1990, re: tr~1nsfcr of ownership of some state property to other legal 
or physical persons, in the text of the Law No. 541/1990. 

(4) Law of the Czech National Council No. 500/1990, re: activity of organs of the 
Czech republic in the field of transfer of some state property into the ownership of 
physical or legal persons. 

Law of the Slovak ~ational council :\0. 474/1990, re: activity of organs of the Slovak 
republic in the field of transfer of some state property into the ownership of physical or 
legal persons. 
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PART TIVO 

Privutisation Projects 

$ 5 

Transfer of property according to this law is undertaken according to an approved 
privatisation project of the enterprise or according to an approved privatisation project 
of property participation of the swte in the activity. 

S 6 

Privatisation Project of the Enterprise 

1) A privatisation project is a summary of economic, technological, property, time and 
other information that contains: 

a) identification of enterprises and definition of property designated to be 
privatised according to this project (hereafter referred to only as "privatised 
property"); 

b) information about the way the state acquired the privatised property; 

c) definition of that part of property unusable for entrepreneurial purposes (e.g. 
non-liquid debts, useless stocks and unusable fixed assets and stocks); 

d) valuation of privatised property; 

e) method of transfer of privatised property including settling of claims of 
authorised persons according to special regulation (£); 

f) if a commercial company is to be founded, its legal form; 

. g) when a joint stock company (JSC) is being founded, the method of division of 
shares, percentage of each type of share and their types, as well as information 
about if, and to what extent, investment vouchers are to be used; 

h) in case of sale, its form and the method of determining the price and 
conditions of payments; 

i) in cases where $ 11, para 3 is applicable, definition of portions of privatised 
property according to $ 11, para 4; . 

3 q1 
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j) method of transfer of rights to industrial or other intellectual property, 
discussed with the Federal Office for Inventions, as long as these rights are the 
property of the enterprise: 

k) time plan for realisation of the privatisation project. 

2) A privatisation project can also contain, in addition to the information in para 1: 

a) recommendation concerning the subject of its activity; 

b) information concerning persons who expressed an interest in purchasing the 
enterprise or in participation in founding a commercial company using the 
property of the enterprise or in purchasing the shares of a newly-founded 
company; 

c) information about the present and expected market position of the 
enterprise; 

d) information about the number and qualification of its employees. 

3) A privatisation project can be concerned with part of the enterprise, the whole 
enterprise or the property of several enterprises. 

$ 7 

1) The founder or organiser (hereafter referred to only as "founder") to whom 
proposals of privatisation projects are submitted is responsible for the preparation of 
the privatisation project. 

2) The proposal of the privatisation project is usually prepared by the enterprise that is 
the subject of privatisation. If the founder or another person, other than the enterprise, 
prepares a privatisation project, the founder will request the point of view of the 
enterprise to the proposal. 

3) The founder can assign to the enterprise the preparation of the proposal of the 
privatisation project and give an appropriate period of time to do so. 

4) The enterprise will inform the appropriate union about the proposal of privatisation 
project. 

4 lit i.J ~.' '. 'i ,. \ v 
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S 8 

1) The founder considers all suhmitted privatisation projects of enterprises and 
presents them with its point of view and \vithout undue delay for approval to: 

a) the Federal :v1inistry of Finance, if the founder is federal central organ of 
state administration: 

b) the appropriate organ of state administration of the republic in other cases. 

2) The founder also presents. according to para], proposals of privatisation projects of 
enterprises which it does not approve \vith a justification of its standpoint. 

S 9 

Privatisation project of property participation of the state in activity 

1) The Federal central organ of state administration that executes the rights of state 
over property participation in the activity of legal persons, is responsible for the 
preparation of privatisation projects of these participations within a period defined by 
the government of the Czech and Slovak Federal Republic and will submit them to the 
Federal Ministry of Finance. 

2) The organ of state administration of the republic or a municipality that executes the 
rights of the state over participation in the activity of legal persons is responsible for 
the preparation of privatisation projects of these participations within a period defined 
by the Czech government or the Slovak government (hereafter referred to only as 
"governments of the republics"), and will submit them to the appropriate organ of state 
administration of the republic. 

3) The privatisation project of property participation of the state in activity (hereafter 
referred to only as "privatisation project of participations") contains similar information 
as is required in the privatisation project of an enterprise. 

4) The proposal of the privatisation project of participations is usually prepared by the 
legal person who is the subject of the project. The method mentioned in $ 7 and 8 
applies. 

5 
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S10 

Approval of privatisation projects 

1) A privatisation project of an enterprise and privatisation project of participations is 
approved and published by: 

a) Federal ~1inistry of Finance. if it is the founder of the privatised enterprise or 
if the rights of the state over property participation of legal persons are 
executed by a federal cc:ntr<..l! organ of state administration; 

b) an appropriate organ of state administration of the republics in other cases; 

2) The government of the Czech and Slovak Federal Republic or governments of the 
republics can reserve the right to approve a privatisation project or privatisation 
project of participations. 

3) Approval of privatisation projects in accordance with para 2 is necessary in all cases 
of direct sale by methods other than public competition or public auction. 

6 
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PART THREE 

Transfer of privatised property to the funds and use of property of the funds. 

$ 11 

1) In accordance with an approved privatisation project the founder abolishes the 
enterprise without liquidation or removes part of the property of the enterprise. 

2) In cases where the founder of the enterprise is, on the day of the transfer, a federal 
central organ of state administration. the privatised property :;; transferred, on the day 
the enterprise is abolished or part of its property removed, to the Federal Fund of 
;.Jational Property set up hy this law in accordance with $ 29 (hereafter referred to only 
as "the Fund"). This does not apply to cases mentioned in $ 42. 

3) In cases where the founder of the enterprise is an organ of state administration of 
the republic or a municipality. the privatised property is transferred, on the day the 
enterprise is abolished or part of its property removed, to the Fund of National 
Property of Czech Republic or to the Fund of National Property of Slovak Republic 
(hereafter referred to only as "funds of the republics") which will be set up by laws of 
national councils. 

4) To the fund of the appropriate republic is transferred, according to para 3): 

a) that part of the privatised property that is situated on the territory of the 
appropriate republic; 

b) monetary assets and property established in rights and obligations, on the 
basis of the location of that part of the enterprise with whose activity these 
rights and obligations are connected; 

c) monetary assets and property established in rights and obligations that are 
not connected with the activity of any of specific part of the enterprise are 
allocated on the basis of the proportion of the value of privatised property 
transferred to the fund of the appropriate republic in accordance with a) and b) 
above. 

5) Prior to the transfer of property according to 2) and 3), the enterprise will dispose 
of unusable property ($ 6, para 1, c) in accordance with an approved privatisation 
project. 

6) The founder will not remove part of the property of the enterprise which is formed 
or with which are connected the rights from industrial or another intellectual property 
($ 6, para 1, j». These rights are transferred by a contract ($ 16). 
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7) If all property is being transferred to the Fund or the funds of the republics. the 
founding of a commercial company or sale of this property must coincide with the 
abolition of the enterprise without liquidation. 

8) On the day stated in an approved privatisation project of participations. the federal 
central organ of state administration will transfer the rights connected with those 
participations to the Fund, and the organs of state administration of the republics and 
municipalities to the fund of the appropriate republic. 

$12 

1) The property of the Fund and funds of the republics (hereafter referred to only as 
"funds") does not form part of state budgets and it can be used only for purposes 
defined by the law. 

2) The property of funds can only be dealt with in accordance with an approved 
privatisation project by the following methods of privatisation: 

a) to found JSCs or other commercial companies (5) and to dispose of property 
participations in these companies; 

b) to sell property of the enterprise or its part; 

c) to transfer privatised property to municipalities; 

d) to transfer privatised property for purposes of health and retirement 
insurance. 

3) Permission is not required for disposal of property according to para 2), in 
accordance with special regulations (6). 

4) It is possible to cover expenses of authorised persons in accordance with special 
regulations (2) from the property of the funds 

5) Property of the funds can be used to fulfil obligations of the privatised enterprises. 

$13 

No concessions can be offered when seIling the property of the funds. When selling 
shares, the only concessions admissible are those allowed by the law regarding JSCs. 
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S 14 

I) The sale of an enterprise is realised hy the funds on the basis of an agreement with 
the purchaser, or at a public auction. If the sale of the enterprise is realised at a public 
auction, the funds proceed in a similar manner as \vhen transferring state property 
according to special regulation (3). 

2) When the funds are depositing the property of a privatised enterprise into the basic 
capital of a commercial society, the funds proceed in accordance with special 
regulations (5). 

S 15 

1) By selling the privatised property or by depositing it into the basic capital of a 
commercial company, ownership rights over assets, as well as other rights and 
obligations connected with the privatised property, are transferred to the acquirer on 
the day the contract comes into force. 

2) The transfer of claims is directed by the legal regulation for submitting claims (7). 

3) The consent of the creditor is not required for the transfer of liabilities, but the fund 
guarantees by its property the fulfilment of the liability by the acquirer of the privatised 
property. 

4) The acquirer is obliged to inform immediately the creditors about the taking over of 
the liability. 

Special Regulations 

(5) 

(6) 

(7) 

Law No. 104/1990, re: Joint Stock Companies. 
Law No. 109/1964, Economic Code in the text of later regulations. 

Law No. 173/1988, re: enterprise with foreign property participation, in the text 
of Law No. 112/1990. 

Law No. 4011964, Civil Code. 
Law No. 109/1964, Economic Code in the text of later regulations. 
Law No. 101/1963 re: legal relations in international business relations 
(International Commercial Code). 

9 
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S 16 

Rights to industrial or other intellectual property are transferred on the basis of a 
contract between the acquirer and the enterprise. 

$17 

Rights and duties of the enterprise stemming from labour relations with the employees 
working in the enterprise or its organisational part that is affected by privatisation are 
transferred to the acquirer. 

$ 18 

Unless the contract or legal agreement by which all the property of the enterprise is 
transferred into the basic capital of a commercial company specifies otherwise, the 
acquirer is entitled to use the triJdemark of the enterprise, as long as it does not 
contradict the law that defines the authority to use a trademark. This transfer is not 
prevented by an addition or a change to the legal trade name of the enterprise. 

$ 19 

1) On the day the contract or deposit becomes valid, the fund has to hand over, and 
the acquirer to accept everything included in the privatised property. A list, signed by 
both parties will be prepared. 

2) By the transfer, the acquirer accepts the risk of loss on this property, as well as 
ownership rights to it. 

3) In order to acquire ownership ril!hts to immovable property, registration according 
to special regulations is required (8'). 

Special Regulation 

(8) Law No. 95/1963, re: State Notary and negotiations with State Notary's Office, 
in later text. 

10 
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S 20 

1) In the list regarding transfer ($ 19. para 1), missing and faulty property will be listed. 
If nothing is specified in the contract. property will be considered as missing if it has 
not been handed over to the acquirer although it should be. according to accounting 
records, part of the property taken over. In assessing the value of faulty property, its 
ability to serve the activity of the enterprise is considered and the length of its use 
according to the accounting records will be taken into account. 

2) The acquirer is entitled to request an appropriate reduction in price. unless the 
contract states otherwise. in connection with missing or faulty property that is included 
in the list of transfer. 

3) The acquirer is entitled to exercise his right to a reduction in price to the extent that 
obligations have been transferred to him and are not shown in the accounting records. 

$ 21 

Whilst handing over the property and writing the list of the property being transferred, 
the fund is represented by persons that are authorised, on the day of abolition of the 
enterprise or removal of part of its property, to act on its behalf. Whilst undertaking 
this activity, these persons are responsible to the fund. 

11 



I 
I 
I 
I 
I 
I 
I 
I 
l' 

I 
I 
I 
I , 
I 
I 

PART FOl'R 

Investment Vouchers 

S 22 

1) An investment voucher (hereafter referred to only as "voucher") is, for the purposes 
of this law a security hearing a person's name that entitles the person to buy shares 
designated to be sold for vouchers. A voucher is not transferrable and rights connected 
with it can be transferred onlv to an heir. 

2) The voucher cannot be redeemed. 

1) Voucher contains in particular: 

$ ?'" _:J 

a) name and birth certific<He number of the citizen; 

b) mark of the issuing organ: 

c) acquiring price; 

d) period of validity; 

e) date of issue; 

2) Vouchers are issued by the Federal Ministry of Finance. 

3) Net income from the sale of vouchers will be transferred to the fund of the 
appropriate republic according to the place of permanent residence of the acquirers of 
vouchers on the day of acquiring those vouchers. 

$ 24 

Each Czechoslovak citizen whose permanent residence is on the territory of the Czech 
and Slovak Federal Republic and who reaches the age of 18 at the time of issue of 
vouchers, is entitled to acquire vouchers. 

12 
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1) The vouchers of an appropriate issue c~m he used: 

a) to purchase shares of any of the JSCs included for this purpose in the lists of 
privatisation projects. as long as the citizen has applied within the period 
defined in this list: 

b) to acquire participation in commercial companies founded especiaJIy for this 
purpose. after previous consent of the appropriate organ of the republic. 

2) The methods mentioned in para 1 can be used at the same time. 

$ 26 

When using vouchers. their ov.mer can be represented by a physical or legal person on 
the basis of and to the extent of a written authorization. 

13 
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PART FIVE 

Federal Fund of ~ational Property 

S 27 

1) The Federal Fund of ~ational Property is set up as a legal person. The Fund is 
entered into the Register of Companies. 

2) The Presidium. executive council and supervisory council are organs of the Fund. 

3) The property of the Fund consists of the property transferred to it according to $ 11, 
para 2 and profit from its participation in the activities of commercial companies. 

4) Details about the organisational set up of the Fund and its activity are defined by 
the statutes that are approved hy the presidium of the Fund. 

S 28 

1) According to an approved privatisation project, the Fund can sign contracts in its 
name and undertake other legal acts. in particular it: 

a) founds JSCs and other commercial societies or it participates in their 
founding and deposits in them property that it has pledged; 

b) acquires shares on the hasis of its participation in the activity of JSCs and 
executes the rights of a share holder. including participation at general meetings; 

c) executes the rights of a partner in its participation in other companies, 
excluding joint stock companies; 

d) shares in the economic results of the activities of a commercial company 
which it participates and includes its results in the form of profit or loss; 

e) sells shares or participations in other companies, excluding JSCs; 

f) shares in the residue of liquidated companies to the extent of its participation 
in their activity, if these are abolished; 

g) closes contracts regarding the sale of enterprises, their organisational parts 
and parts of their property; in doing so, it can use public competition; 

h) rents out, for a given time, assets until such time that these are used for 
privatisation. 

2) The Fund employs experts whose remuneration is approved by the presidium. 

14 
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S 29 

By undertaking activities according to $ 28 rights and obligations are created for the 
Fund. The Fund is authorised to demand the fulfilment of its rights at court or other 
appropriate organs and it can he sued for failing to fulfil its obligations and other 
duties, for the violation of which it is responsible with all its property. 

S 30 

The highest organ of the Fund is the presidium which consists of nine members. The 
chairman, vice-chairman and mc;:mhers of the presidium are elected, based on a 
proposal of the government of the Czech and Slovak Federal Republic, by the Federal 
Assembly for a period of five yc;:ars. A member of the presidium cannot be a member 
of the government of CSFR. the Czech government or the Slovak government, or a 
member of the Federal Assembly, Czech National Councilor Slovak National Council. 

S 31 

1) The sphere of activity of the presidium includes the following: 

a) to name and conduct the executive council and to supervise its activity; 

b) to approve the statutes of the Fund; 

c) to approve remuneration of the members of the executive council: 

d) to work out the proposal of the budget of the Fund and to present it to the 
government of the Czech and Slovak Federal Republic for discussion; 

e) to approve the agenda of the presidium and the executive council; 

t) to discuss annual final accounts of the Fund and to present them for 
discussion to the government of Czech and Slovak Federal Republic; 

g) to discuss, by 30th April at the latest, the annual report about the activity of 
the Fund for the preceding year. 

2) Proposals of the annual budget and annual final accounts are presented to the 
government of tSFR to be approved by the Federal Assembly. 

15 
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1) The presidium is able to pass resolutions as long as the meeting was attended by 
more than a half of its members, including the chairman and vice~chairman. In order to 
pass a decision, the agreement of more than half of those present is required. In the 
event of equal voting, the vote of the chair is decisive. 

2) The documents are signed in the name of the presidium by the chairman and in the 
event of his absence. by the vice-chairman. 

S 33 

1) The activity of the Fund is directed, within the framework of instructions from the 
presidium, by the executive council of the Fund (hereafter referred to only as the 
"council"). 

2) The council acts in the name of the Fund \vithin the extent defined by its statutes. 
The statutes state to which written legal acts two signatures of members are required. 
The statutes further state when and to what extent the members of the council act in 
the name of the Fund and confer authority to act in the name of the Fund. Members 
of the council who are authorised to act in the name of the Fund are entered into the 
Register of Companies. 

$ 34 

1) The council consists of nine members named by the presidium for a period of five 
years. Before expiry of this period a member can be recalled by the presidium if he 
contravenes his duties or is unable to fulfil his function. 

2) Members of the council elect from their midst a chairman and two vice~chairmen. 

3) Members of the council are employees of the Fund. 

$ 35 

1) The supervisory council of the Fund oversees the activity and management of the 
Fund, its presidium and council. According to their nature, it brings to the attention of 
the presidium and the government, Federal Assembly or any other appropriate organ, 
any shortfalls which it has uncovered . 

16 



-
I 
1 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
.1 
I 

2) Budget proposals and annual final accounts have to be presented to the supervisory 
council for discussion with the presidium prior to being submitted to the government of 
CSFR. 

S 36 

1) The supervisory council consists of five members elected by the Federal Assembly 
for a period of five years. The Federal Assembly can recall members of the supervisory 
council before the expiry of their period of office. Election or recalling of a member of 
supervisory council is done by a secret vote. 

2) Members of supervisory council cannot he employees of the Fund. 

S 37 

1) The supervisory council elects from their midst a chairman and vice-chairman. 

2) The conditions of Section S 32 also apply in this section. 

$ 38 

The functions of a member of the presidium, a member of the council and a member 
of the supervisory council mutually exclude each other. 

$ 39 

Members of the presidium, council, supervisory council and employees of the Fund are 
forbidden to undertake activity that would be contrary to the interests of the Fund, in 
particular they cannot be members of organs of JSCs in which the Fund has property 
participation. Members of the presidium, council and supervisory council cannot 

. acquire property of the Fund. except for shares acquired with vouchers. 

$ 40 

The Fund covers expenses connected with its activity from its property, and that within 
the framework of its budget approved by the Federal Assembly. 
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PART SIX 

Special, temporary and closing regulations 

$ 41 

1) For purposes of privatisation with the use of vouchers, the government of the Czech 
and Slovak Federal Republic and the governments of the republics will prepare, within 
three months from the time this bw becoming effective, principles on the basis of 
which the appropriate central organs of state administration and municipalities will 
present to the appropriate government for approval lists of enterprises and property 
participations of the state in the activity of other legal persons, that will be included in 
priva tisa tion. 

2) Lists of enterprises presented for approval will contain in particular the name of the 
enterprise. seat of the enterprise. founder. valuation of the property and number of 
employees of the enterprise. The lists of property participations of the state in the 
activity of other legal persons \\!ill contain in particular the name of the legal person, its 
legal form, subject of activity and the extent of property participation of the state in 
this activity. 

3) The government of CSFR and the governments of the republics will state a period 
of time for the privatisation projects to be prepared. 

$ 42 

1) The property of foreign trade enterprises, state monetary institutions, apart from the 
State Bank of Czechoslovakia and state savings banks, founded prior to the day this 
law becomes effective, will be, in accordance with the privatisation project of the 
enterprise, transferred to the fund of national property of the republic in which the 
privatised enterprise has a seat and deposited into the basic capital of joint stock 
companies which this fund will found. 

2) If the property a privatised enterprise mentioned in part 1 is transferred to the fund 
of national property of the Czech republic, this fund will transfer, after founding a joint 
stock company, one third of the shares to the fund of national property of the Slovak 
republic. If the property of the privatised enterprise is transferred to the fund of 
national property of the Slovak republic, this fund wiIl transfer, after founding a joint 
stock company, two-thirds of the shares to the fund of national property of the Czech 
republic. 

3) If enterprises mentioned in para 1 were transferred to joint stock companies prior to 
the day this law becoming effective or if they were founded as joint stock companies, 
two thirds of the participations of the state will be transferred to the fund of national 
property of the Czech republic and one third to the fund of national property of the 
Slovak republic on the day of approval of the privatisation project of participations. 

18 
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S 43 

The regulations of this l<.Iw which <.Ire concerned with federal central organs of state 
administration apply to the Swte B<.Ink of Czechoslovakia in a similar way. 

$ 44 

The valuation of the property of an enterprise contained in its approved privatisation 
project replaces the valuation of the non-monetary deposit into the basic capital of a 
JSC undertaken by a legal expert and required by special regulations (9). 

$ 45 

1) The enterprises cannot. a part from their usual activity (1 0), sign contracts about the 
transfer of ownership of property \I./hich they are entitled to manage, dispose of their 
property participations in the <.lctivity of legal person, nor to found these. 

2) Exceptions from declaration of para 1 can be given, in justified cases, by an 
appropriate government. The exception granted replaces permission according to 
special regulations (6). 

3) Property participations of the state in the activity of legal persons can be dealt with 
only in accordance with an approved privatisation project of participation. 

$ 46 

1) The legal relations of the funds of the republics, their activity and method of use of 
their property will be defined by laws of National Councils which will also state those 
situations where the property of the fund of the republics can be used for purposes 
other than privatisation. 

2) The government of CSFR, after an agreement with the governments of the 
republics, will define by a declaration a method of issue of investment vouchers, various 
types of vouchers, acquiring price of vouchers, method ·of expressing the extent of 
entitlement to shares and method of using the voucher. 

Special Regulations 

(9) Law No. 104/1990, re: JSCs 

(10) Law No. 109/1990, Economic Code, in text of later regulations 
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S 47 

1) In cases where the removal of ownership rights to privatised property, or its part. 
occurred by any means mentioned in $ 2. 3) of Law No ..... /1991. re: extra-judicial 
rehabilitations. the entitled persons are given the right. in accordance with the above 
mentioned law, to a settlement which will he dealt with in the privatisation project. 

2) The claim of the entitled person has to he invoked at an appropriate organ, as per 
$ 10, 1) for approval of privatisation projects, within 6 months of this law becoming 
effective otherwise the right to claim ceases. The entitled person must also inform the 
organ which enterprise holds the property. The appropriate fund of national property 
must deal with the entitlement according to the time plan for realisation of the 
privatisation project. but within one year from approval of the privatisation project at 
the latest. . 

3) To define the extent, method and implementation of the settling of the claim 
according to 1) and 2), the regulations of Law No ... '/1991, re: extrajudicial 
rehabilitation are applied as appropriate. 

S 48 

The following laws are abolished: 

1. $ 28 of law No. 111/1990, re: state enterprises. 
2. Legal regulation No. 364/1990, re: disposal of property given into the care of 

state enterprises. 

$ 49 

This law becomes effective on 1 st April 1991. 
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I. 
GENERALLY 

Plurality of economic subjects and ownership relations form 
inseparable components of market economy, while the ownership 
relations and ownership rights must be clearly and unambiguously 
defined. Only in this way the required legal safety of all subjects of 
entrepreneurial activity, their power of decision making and 

property responsibility, as well as their share in the results of 

economic activity can be guaranteed. 
So called socialistic, centrally planned economy was based on the 
principle of state collective ownership; this ownership became 

diffused and anonymous so that the state property seemed to belong 

to all but in reality to no one. In the economic sphere this ineffective 
ownership system had been represented by.the instituional form of 
national or state enterprises and their superior bodies of economic 
management, i.e; by' a bureaucratic system of planning and 
management. This system brought as its consequence economic 

desinterest of economic subjects and depression of .. the 
entrepreneurial iniciative which represents the clockwork of the 

economic development. 
Within the framework of radit:al' economic reform being 

implemented by steps after November 1989 in the CSFR a 

conception of denationalization and privatization has been 

introduce~ . the consequence of which has to lead to the 
individualization of the ownership subjects and the ownership 

--_._-_._----- -~ .. ___ ~~_-______ oIIIftll-. ________________________ ...... " ___________ ._ 
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relations and as" mailer of fact 10 the abolition of all monopolistic 

socialistic ownership which had originated after February 1948 in 

C.~cchoslovakia, when practically all property had been ineffectively 

nationalized or collectivi/.,ated and in this way all private ownership 
had becn basically liquidated. 

The scnce of the privati/ation being under implementation is to 

restorc ;1 slrong scctor of private enterpreneurial subjects and to 

dynami/e lhrough its intermcdiary the developmenl of nalional 

economy with the participation hoth of domeslic and foreign capital. 

The Slate ownership dominating so far must become individualii'ed, 

it has 10 he lransferred from the sphere of puhlic law inlO the range 

of priviHc law or in other words it has to be transformed into private 

ownership, into the ownership 01 concrete entrepreneurial subjects 

of private law. Only these suhJects arc ahle to valorize the 

proprielary v<llues <It m<lximum as the efforl of these subjects shall 
ensue from lheir immanent ownership and economic interest. 

The process of denationali/ation and privatii'ation in the 

Czedloslov.lk, <lfter-stIt'ialislie cconomy is of demanding character 

bOlh in lerms of mailer <lnd time, the priv<ltii'alion cannot be 

performed simply mlll al once. It must he effected progressively, 

wilhin cerlain sta!!es, hut as quickly as possihle. The entire economic 

development of the ('SFR and ils inlegration into the community of 

ecnomic .. ly devdllpcd ('()untries in Europe and in the world shall he 

dependenl on Ihat devdopmenl. 

The lirsl lalger step lII"dc in Ihe process of denationali/ation and 
privali/41lion has heen effected hy the Act No. 427/1990 Coil., on the 

lransflor of Ihe Slaleownership 10 some goods to other juristic or 

nalural per:.ons (so C<llIcd "Small Priviltil<llion Act") by which the 

privati/.Ilion of husine~s unil~ in the sphere of serviccs, commerce 

ami production different from agricultural production is hcing 
p..;rformed. 

The fUrl her Iran!;formalion Act is the Act of Fehruary 26, 1<)<1I on 

the nlllliilioliS of trilllfer of !.tale property 10 other persons, currcntly 

called . Larg.~! Privati/ation Act", Thi!; Act sJlecifies the procedure for 

. Ihe lran1>fLI of the ~talc property inl<) the ownership of domestic or 
foreign juri ... I1~ and natural persons, as well as lhe conditions of this 

-- J 
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transfer of state' property to mentioned subjects for the purpos~ of 

entrepreneurial activity. 

It is beyond any doubt that juristiC persons (others than the state or 

state organizations). as well natural persons who become owners of 

the privatized state property shall have a better relation' to their 

property in terms of quality and that they shall undertake their 

business in lheir own interest. 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 

participale in "the large privatization" in a considerable extent. 

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 
Subject Matter and Extent of the Specification 

Art. 1 

(1) This Act specifies the conditions of the transfer of state 
property. to which the state enterprises, state banking institutes, 

state insurance companies and other state organizations (hereinafter 

referred to as "enterprise" only) have their rights of management, 

further the conditions of the transfer of their proprietary 

participations in lhe entrepreneurial activities of other juristic 

persons, as well as the conditions of the transfer of state proprietary 

participations in these entrepreneurial activities, to Czechoslovak or 

foreign juristic or natural persons (hereinafter referred to as 

"privati71ltion" only). 

(2) This Act shall he applied analogously for the property of 
foreign trade companies and specialized organi71ltions of foreign 
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trade and also for their proprietary participations in the 

entrepreneurial acitivities of other juristic persons. 

(3) The conditions of the transfer of state property specified by 

this Act shall not be applied to the property which can be ,only the 
. ownership of state in accordance to constitution law or special Acts. 

Commentary : 

The subject matter of the so called "large privatization" is not deemed the 
entire state property. It is defined according to the Act in terms of the subject alld 
object of this subject matter. 

The property call be privatized having been so far in state ownership, if it is 
subject of the so called ''right of management of state organization'~ particularly 
of state enterprises and other state organizations of entrepreneurial type the 
managemelll of which is based on prillciple of profit (incl. state ballkillg 
institutes and state insurance compallies). The object of the privatization call be 
both property values being managed by the particular elllerprise and also 
property participations of such enterprise in the elllrepreneurial acitivity of other 
juristic persolls (shares, proprietary parts etc.). The property participations in the 
entrepreneurial acitivity can be owned of course by state itself but even these 
proprietary values are subject of privatization. The Act puts also the 
organizatiOlls of foreign trade established according to the legal definitons of the 
economic relations with foreign COl/II tries, to the level of the enterprises in the 
terms of state organizations. 

That state property cannot be privatized which is in exclusive ownership of 
the state in accordance with the existillg constitutional and lower legal niles 
(accorging to Art. 10 of the Constihlion of the CSFR this refers particularly to 
minerals, basic energetic resources and some other objects, mainly the property 
serving to the requirements of the elllire public). 

The Act does 1I0t apply mainly to the so called "national property" beillg in 
ownership of the state which are the goods, proprietary rights of the state and 
proprietary rights of state organizations (Arl. 64, Par. 1 of the Economic Code). 

The privatized property can be trallsferred not only to Czechoslovak bllt also 
t() foreign juristic or natural persons. 

--
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Art. 2 

- - - - -
The property of the enterprise for the purposes of this Act shall 

be deemed the complex of goods and financial means to which the 
enterprise has the right of management and which ,are its ownership, 
as well as. the complex of rights, other proprietary values and 

obligations of the enterprise. 

Commentary : 
Property for the purposes of this Act is defined in the way that it inv~/I'l'\ 

goods (material objects), financial (monetary) means but also nghts 
(partict/larly e. g. claims) and other prl:!prietary values and oblig~ti01ls of the . 
enterprise (e. g. both immaterial goods and also debts oftlte enterpnse). 

Art. 3 

(1) The subject matter of this Act shall not be the property 

which has to be returned to juristic persons by special rules of law l ). 

The subject matter of this Act shall be neither the property which 
has been transferred to the state after February 25, 1948 from the 
ownership of churches, holy orders and congregations and rellgiolls 

companies. 
(2) The property, to delivery of which a claim may origInate in 

favour of a natural person in accordance with specific rules of Iaw2 
i 

can be used according to this Act only incase that these claims h;.d 

not been applied in the specified term or they have been rejected. 

1) For example the Act. No. 298/1990 Coli., on the modification of some proprietary rclations 
of holy orders and congregations and of the archbishopric of Olomouc. 

2) For example the Act No. 403/1990 Coli., on the relieving consequences of some proprictary 

injuries. in the wording of the Act No. 456/1990 Call. 
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Commentary : 

17,e provision of Arl. 3 solves the relatioll of the Act to the so called 
''Restitutioll Acts". 

The "Large Privatizatioll Act" does /lot apply, before all, to the limited sphere 
of property which has to bi!/ollg to the c~urches alld religiolls compallies which 

were deprived of the same by force alld withollt compensatioll. Therefore sllch 

property cannot be privatized which shall be retllmed accordillg to the Act No. 

298/1990 Coli., on the modificatioll of some proprietary relatiolls of holy orders 

alld cOllgregations and of the archbishopric of O/omollc, which Act is explicitly 

referred by the "Large Privatization Act". III additioll, as subject mailer of this 

Act is 1I0t deemed the properly having beell transferred to the state from the 

oWllership of ch"rehes, holy orders alld cOllgregations alld religious 

~ompallies after Fehmary 25, 1948; the restitllluiOIl of this propeTtj shell be 
solved by a separate Act. 

The presellt Act "either applies to the property beillg sllbject matter of the so 

wlletl "small reslihtlioll" accordillg 10 the Act No. 403/1990 Coli., Oil relievil/g 

ome cOl/seque/lces of proprietary illjl/ries, ill the wordil/g of the Act No. 

456/1990 Coli. rmless the legitinl'Jle lIatl/ral persoll made valid his claim ill time 
:IT his claim was /lot rej(~cted). 

Art. 4 

The property can neither be transferred according 10 Ihis Act, if 

it has been proposed and classified for the transfer of ownership to 

other juristic or natural persons according to special rules of law3), 

unless it. has been decided that according to these rules of law the 

property shall not be classified for inclusion in the list of business 
units designed for transfer or that it has heen excluded from this 
Iisrt). 

:ommentary : 

17,e special mle of law to which Art. 4 refers is the Act No. 427/1990 Coli., 

II the transfers of the state ownership of some goods to otlier jl/ristic or lIatl/ral 

erSOIlS, ill the wording of the Act No. 541/1990 Col/- the "Small Privatizations 

4ct" which precedes the large privatizatioll ill temts of the molter al/d time, i. e. 
"",... 
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IInder conditions specified in that Act. In this respect it is referred to the 

respective Acts of the CNC (Czech National Coullcil) No. 500/1990 Coli. a1ld 

of the SNC (Slovak National Council) No. 474/1990 Co/l., 011 the competence 

of the authorities of the Czech Republic or Slovak Republic resp. ill the matters 

of transfer of state ownership of some goods to other juristic or natural persons. 

PART TWO 
Privatization projects 

Art.S 

The transfer of the property according to this Act shall be 
exercised in conformity with th~ approved privatization project of 
the enterprise or in conformity with the approved privatization 

project of the state property participation in entrepreneurial activity. 

Commentary : 
The Act distinguishes between two killds of privatization projects which shall 

be elaborated ill respect to the privatization in each individual case. The 
difference lies in the ownership charakter of the performed transfer from the state 

ownership into the ownership of juristic or natural, Czechoslovak or foreign 

persons. 

Art. 6 
Privatization Project of the Enterprise 

(1) The privatization project of the enterprise shall be deemed a 

complex of economic, technical and proprietary data, data expressed 

in terms of time and other data and it shall include 
a) the name of the enterprise and the definition of the 

property assigned to privatization according to this project 

(hereinafter referred to as "privatized property" only), 

b) data on how the state had acquired the privatized property, 



c) definiton 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 incl. the 

settlement of the claims of legitimate persons, 
f) the difinition of the legal form of a commercial company in 

case of its foundation, 
g) in case of the foundation of a joint-stock company the way 

of the distribution of the shares, the amounts 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. 11, Par. 3 the determination of the 
shares of the privatized property in accordance with" Art. 
11, Par. 4, 

j) the way of transfer of industrial and intellectual property 
negotiated with the Federal Office for Inventions, as far as 
these right are property of the enterprise, 

k) time schedule of the implementation of the privatization 
project of the enterprise. 

(2) The privatization project of the enterprise can include along 
with the requirements specified in Par. 1 hereof 

a) recommendatioa regarding the subject maUer or the 
entrepreneurial activity, 

--
3)Th 
. . .e Act No. 427/1990 Coli., on the transfers of Ihe slale ownership of some goods to other 
Junsllc or natural persons, in the wording of Ihe Act No. 541/1990 Coli. 

4) The Act of the CNC (Czech National Council) No. 500/1990 Coli., on the competence of the 
aUlhorities of the Czech Republic in the mailers of transfer of state ownership of some goods to 
other juristic or natural persons. 

-
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b) information regarding the persons showing interests in 
purchase of the enterprise or in the participation in the 
foundation of a commercial compa"ny with the use of the 
property of the enterprise or purchase of the shares of a 

newly established company, 
c) data on the present and anticipated position of the 

enterprise in the market, 
d) information on the number of staff and structure of its 

qualification. 
(3) The privatization project of the enterprise can affect a part 

of the enterprise or the entire enterprise or the property of more 

enterprises. 

Commentary : 
In the provisions of Arl. 6 of the Act the privatization project of the enterprise 

and its contents are defined and it is to be elaborated, if all ellterprise or its parl 
has to be privatized. The enterprise ill accordance with Arl. 1 is understood, 

before 01/, tht( state enterprise. 
in Par. 1 of the cited provision the obligatory requiremellls of the 

privatization project of the ellterprise are specified. Every privatization project of 
the enterprise must comply with these requirements. 

In Par. 2 the facultative requirements are enumerated which must IlOt be 
involved in the privatization project of the 'enterprise, neverlheless they shall be 
mostly involved as they shall be usefull for the privatization alld they shall be 
highly significant from the poillt of view of the future" entrepreneurial activities. 

As"a rn/e any enterprise shall be privatized as a whole, however, only its parl 
can be privatized (plant, business premises etc.) or the property of more 
enterprises can be privatized at the same time. 17lis shall be dependellt 011 the 
parlicu/ar circumstances of each privatizatioll project of the enterprise. 

Art. 7 

(1) The founder and/or the establishing subject (hereinafter 
referred to as "founder" only), to whom the proposals of the 
privatization project of the enterprise shall be submitted, shall be 

-
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responsible for the elaboration of the proposal of the privatization 
project of the enterprise. 

(2) The proposal of the privatization project of the enterprise as 
a rule shall be elaborated by the entreprise which is concerned by 
the privatization. If the proposal of the privatization 9rojecl 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 entreprise the elaboration 
of 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. 

Commentary : 

The respollsibility for the elaboration of the proposal of the privatization 

project of the enterprises lies with the founder to whom the proposal must be 
submitted. (The founder of the enterprise is the competent central or regional 

authority of slate administration). 

As a rule, the enterprise shall elaborate the proposal itself, even though it is 
possible that the proposal of privatization project is elaborated by the fOllnder of 

the enterprise or by another person (to an order),' in suci, an instant the fOllnder 
is job/iged to require the standpoint of the particular ellterprise to the proposal. 

III the interest of the safeguarding of the privatizatioll all illstmmellt is 

enshrilled ill Ihe Act for the foullder of the enterprise which enables him to 

impose the elaboratioll of the privatization project within all adequate tenn. It 

shall depend 011 concrete circumstances (on the size and complexity of the 
enterprise, 011 the extent of the prepared privatization and the like) which tenn, is 
to be held for adequate. 

The cooperation with labour union organization is effected in that the 

enterprise informs the competent labour union organ about the proposal of the 

privatizatioll project (however the approval of this organ in not required). 

-

I 
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Art.S 

- - --
(1) The founder shall evaluate all submitted privatization 

projects of the enterprise and shall submit them with its own 

standpoint, without unnecessary delay, to the approval of 
a) Federal Ministry of Finance, if the founder is a federal 

central authority of state administration, 
b) competent authority of state administration of the 

Republic in all other cases. 
, (2) The founder shall submit also the privatization projects of 

the enterprise under Par. 1 hereof which has not b~en 
recommended by the founder for implementation, with its reasonmg 

of its standpoint. 

Commentary: .. .. . 
TI,e founder is not all approving body, his task is to evaillate the submitted 

privatization projects of the enterprise (from the wording of the Art. 8 it ~nsues 
that more proposals of privatization projects can be elaborated regardlllg the 

given enterprise) and afterwards to submit them together With. i~s sta~tdpoillt to 
the FMF or to the competent authoriry of the state admllllstratlOlI of the 

Republic. 

Art.9 I 

Privatization Project or the State Property Participation 
. in Entrepreneurial Activity 

(1) The federal central authority of state administration 

performing the rights of stale regarding the property participations 
in the entrepreneurial activity of the juristic persons shall be 
responsible for the elaboration of the privati7.3tion projects of these 
participations during the term sct down by the Government of the 
Czech and Slovak Federative Rcpublic and shall submit the same to 

the Federal Ministry of Finance. . 
(2) The authority of slate administration of the Republic or the 

municipality performing the rights of state regarding the proprietary 
participations in tht. entrepreneurial activity of the juristic persons 
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shall be responsible for the elaboration of the privatization projects 
of these participations cluring the term set down by the Government 
of the Czech Rcpuhlik or the Government of the Slovak Repuhlic 
(hereinafter referrecl to as "Governments of the Republics" only) 
and shall submit the same to the competent authority of state 
administration of the Republic. 

(3) The privatil-3tion project of-Jthe state proprietary 

participations in entrepreneurial activity (hereinafter referred to as 
·privatization project of participation" only) shall include adequately 
the requirements of the privatii'ation project of the enterprise. 

(4) The proposal of the privatiz.ation project of participation 
shall 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 primtizatioll projects of the ellterprises the subject matter of 

which shall be the privatizatioll of the ellferprises (of their ell tire or partial 

property) the further type of privatizatioll shall be the privatizatioll of the state 

property participatioll. To this purpose the privatization project of the state 

property participation ill the eIIterprellelirilil acilivity shall be elaborated. That 

privatization consisls ill tilat Ihe state participatiolls ill the already existillg 

commercial compallies, mostly joillt-stock compallies, shall be transfe"ed illto 
the oWllership of primte persolls. III these joil/I-stock compal/ies the holder of 

the shares pertailling so far to the state shall be the competellt alllhority of the 

state admillistration. 77,e pri~'atizatioll shall be effected by sale oj the shares. 

n,e activity and competellce of the authorities beil/g respollsible for the 

elabortltioll of this killd of privatizatioll projects alld approvillg the same is 

specified ill the Act similarly as ill the case of the pril'Utizatioll projects of the 

clIlerprises; all adequate validity of the provisiol/s givell for the privatizatioll' 

projects of the enterprises is set dowlI also for the requiremellts of the 

pril'atizution projects of the participatiolls of the subjects. 77,e same applies for 

,he competence alld procedure required for the elaboratioll of the propos !II of 
Ihe pril'utizutiOIl project of t"l~ participatioll. 

-
I 
I 
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Art. to 

-
Approval to Privatization Projects 

- -
. (1) The privatization project of the enterprise and the 

privatization project of the participation shall be approved and 

publh:hed by 
a) the Federal Ministry of Finance, if this is the founder of 

the enterprise or if the rights of the state regarding the 
property participations of the juristic persons are 
performed by the federal central authority of the state 

administration, 
b)the competent authority of the state administration of the 

-

Republic in all other cases. 
(2) The Government of the Czech and Slovak Federal Rep!lblic 

ot the Governments of the Republics can reserve the right of 
approval of the privatization project of the enterprise and the 

privatization project of participations. 
(3) The privatization project shall require the approval under 

Par. 2 hereof, whenever it is the case of direct sale except of public 

competition or public auction. 

Commentary : 
The privatizatioll projects shall be approved ill accordallce with the principle 

of federative organizatioll of the state either by the Federal Millistry of Fillallce 

Oil the federal level or by competent authority of the state admillistratioll of the 

Republic OIJ the level of Czech or Slovak Republic (by competellt Millistry for 

Privatization). 
The Federal Govemmellt or Govemmellts of the Republics are entitled to 

reserve the right of approval to the co"espolldillg privatizatioll project. The 

approval of the competellt Govemment is IIecessQl)' ill the illstallt whell the 

privatizatioll ill accordallce with the privatizatioll project is effected by direct sale 

without public competitioll or public auctioll. 
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PART THREE 
Transition of the Privatized Property to Funds 

and the Use of the Funds Pruperty 

Art.ll 

(1) In conformity with the approved privatization project of the 
enterprise the founder shall wind up the enterprise without 
liquidation or it shall excerpt part of the property of the enterprise. 

(2) In cases when the founder of the enterprise is the federal 
cenlral authority of the state administration on the date of the 

transition, the privatized property shall transit to the Federal Fund 
of th~ National Property established by this Act according to Art. 29 

(hereinafter referred to as "Fund" only) on the date of the winding 

up of enterprise or on the 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 of state 
administration of the Republic or a municipality, the privatized 
properly shall transit to the Fund of the National Property of the 
Czech Republic or to the Fund of the National Property of the 
Slovak Republic (hereinafter referred to as "Funds of the Republics" 

onl:;) on the dilte of the winding up of the enterprise or on the date 

of the excerption of part of its property; the Funds of the Republics 
shall be established by Acts of National Councils. 

(4) To the competent Fund of the Republic the following items 
shall transit under Par. 3 hereof: 

a) that part of privatized property being located on th\.. 
territory of the appropriate Republic, 

b) financial means and property in terms of rights and 
obligations according to the locations of that organizational 
component of the enterprise with the activity of which 
these rights and obligations arc connected, 

c) financial means an.l property in terms of righls and 

obligations being not connected with the activity of any of 

the organizational components according to the share 

ensueing from the value of the privatized properly which 

I 
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ha's transitted to the corresponding Fund of the Republic 

under 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. 1, Letter c» according to the approved privatization 

project. 
(6) The founder shall not excerpt a part of the property of the 

enterprise being formed by the rights of industrial of other 
intellectual property or to which these rights are linked (Art. 6, Par. 

1, Let. j). These rights shall be transformed by a contract. 
(7) If the entire property of the enterprise transits to the Fund 

and/or the Funds of the Repbulics, the foundation of the 
commercial company or the sale of this property shall coincide with 

the winding-up of the enterprise without liquidation. 
(8) On the date set down by the approved privatization project 

of the participations the federal central authority of the state 
administration shall transfer the rights concerning these 
participations to the Fund and the authorities of the state 
administration of the Republics and communities shall do the same 

to the corresponding Fund of the RepUblic. 

Commentary : 
The privatization process is composed of two stages alld acts: the first olle is 

the de-nationalization consisting in the transition of the property of the privatized 

enterprise to the competent Fund, the second one is the privatizatio~l itself . 

consisting ill the transition of the property from the Foulld to the subjects of 

private law, i. e. to juristic or lIatural persons. 
In addition the individual privatization methods differ ill other respects, e.g. 

in the sale of the enterprise in contradiction to the "coupons method" and in the 
status and the function of the founder and of the founds ensueing from that 

distinction. 
The first step is represented by the winding up of the enterprise withollt 

liquidation or by exception of parl of the privatized property of the enterprise 

which is effected by the founder in harmony with the approved privatization 

project of the enterprise. 

.~~~¥~t.~'~"« __ ~l ••• &""""""""W~&~Z~_.g.A.j.a~,ti~" .. _~ .......... ~ ....... =~;~a~ ....... m~i;m2"mB~ ................ uam:s=m"~W~&ia. ................ .. 
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The property of tire wound-up enterprise or the excepted property beillg 

privatized transits to the relevallt Fund (Federal or of Ihe Rebuplics) established 
by this Act or by the Acts of the National COllncils. 

/11 case of the sale of the property of the wom,d-Ilp enterprise the windillg up 

of the elllerprise shall be effected by the decision of the foullder and by the 

transit of this property to the Funtl ill the mome'" whm the Fund as the selling 

party cOllcludes the purchasillg Colllract with the purchaser. There exists 
therefore all immediate lillk-up ill temls of time. 

The Act respects three types of state ownership. i.e. the oWllership of the 

Federation. ownership of the Czech Republic alld of the Slovak Republic. 

11lerefore. in tenns of competence. the Act had to divide the transition of the 

privatized property to the Funds of the Republics ;n relation to the (Federation) 
Fund. 

II has to be stressed particularly that also the rights of industrial alld other 

illtel/ectual property (rights ellSuei"g from illventions. improvemellt suggestiolls. 

industrial designs, kllow how bllt also trade marks alld certificates of Origill. 

copyrights etc.) form the part of the privalized property. The founder call1lot 

dispose of the rights /inked with the etrtetprise. These rights are transferred by a 

COli tract between the seUer alld purchaser. The founder particularly call1lol 
except these rights similarly as a part of the property of the ellterprise assigned to 

privatization; such a part i,~ Iransferred by a colltracl and ill this way Ihe rights 
are protected. 

11le temporal co;'"cidellce (immediate linkage in terms of time) is the 

wi/(litioll required eY'j1ressively by the Act for the case when the elUire property of 

the ellterprise beil.g wound-lip witholll liquidation trQl,sits to the Fund for the 

purpose of flje sale of thi~ property or for its investmellt ill a commercial 
company heing under establishment. 

/11 'ase of Ihe privatizatioll project of a stale property participation the 

trar: .Jer of the correspollding rights is effected by competent state administration 

.II/thorities of the Federatioll or Ihe Rebllplics. or of the municipality to the 

respective Fund. 

" j 

Art. 12 

(I) The properly of the Fund and the Funds of the Republics 
(hereinafter referred to as "Funds" only) shall not form a part of the 

'. ; 
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i 
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state budgets and it can be used for the purposes specified by this 
Act. 

(2) The property of the Funds can be used in conformity with 
the approved privali7.ation projects for the following ways of 
privatization: 

a) to the foundation of a joint-stock or other commercial 

companyS) and to the disposal of the property 
participations in these companies, 

b) to the sale of the property of the enterprise or its part, 
c) to the transfer ,of the privatized property to municipalities, 
d) to the transfer of the privatized properly for the purposes 

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

according to special rules of lawli) shall not be required. 
4) The claims of the persons legitimate according to special 

rules2) may be covered from the property of the Funds. 
5) The property of the Funds may he used for the fulfilment of 

the obligations of the enterprises earmarked for privatilalion : 

Commentary : 
The Act precisely specifies the mles for the disposul of the pmI'm)' acquired 

by the respective FUlld durillg the priVlltizalioli proces,~. 

Before all, it has to be noted tiJat ;11 hamlOlI)' lVith the tie·llatiollalizatioll 

prillciple the property of the Fund is separated from Ihe slUle 11I1t/gels (of the 

Federation alld the Republics). The slate property is tralll/erred illto the property 

of Funds which are juristic persons separated ]fom the stu~('. The state has IIlI 

right to illlerfere ill the property of the Funds. 

011 the other halld also the FUllds may dispose of the trmlsft'rreel property 

only for the purposes ellumeratively specified ill tire Act. (No further purposes. 

prillcipally 1I0t e~'en the entrepreneurial purposes are aI!OIV('I/). 

The property of the Funds may be used ollly Jor purposes beillg ill 

cOllllectioll with the privatizatioll, or Jor the purposes explicite/y stated ill Ihe Act. 

Oil the first place the Act specifies ill the Art. 12. Par. 2 JOllr kil/ds of 

privatizatioll ill cOIIJonnity with the approved pri~'atiza:ioll projects. 

For the use of the properiy Jar privatization purpose 110 approval accordillg to 

special legal mles is regllired. maillly e.g. ill accordance lVith the Act No. 

-
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173/1988 Coil., on enterprise with the foreign property participation, in the 

wording of the Act No. 112/1990 (for the investment of the privatized pro peTty 

share into such enterprise). 

There are two exceptions from the above mentioned priovatizatioll pUrposes 

stated by the Act. From the property of the Fund:- the claims of persons 

legitimate according to the "Restitution Acts" can be covered (e.g. according to 

the Act. No. 403/1990 Coli., on the relieving consequences of some proprietary 

injuries, in the wording of the Act No. 456/1990 Col/.). In addition, the property 

of the Funds can be used for the fulfilment of the 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 no preferential 

treatment can be given. For the sale of shares only preferential 

treatment can be given which is admitted by the Act on joingnstock 

companies. 

Commentary : 

During implemelllatioll of the privatization the principle must be respected 

that al/ persons showing illlerest and acquirers have equal position so that 110 

olle should be subject of preferential or disadvantageous treatment. 

An exception is only the preference treatment ensueing already from the 

existing mles of law regarding certain groups of share holders in the present time, 

as this is made possible by the Act No. 104/1990 Coli., on joillt-stock 

compallies. 

S) The Act No. 104/1990 Coil., on joint-Slock companies. 

The Act. No. 109/1990 Coli., Economic Code, in the wording of subsequent ~Ies of law. 

6) The Act. No. 173/1988 Coli., on enterprise with the foreign property participation, in the 

wording of the Act No. 112/1990. 
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Art. 14 

- - -
(1) The Funds shaUaccomplish the sale of privatized property 

on the basis of a contract concluded with a buyer or in a public 

auction. If the sale is accomplished in public auction, an adequate 

proceeding shall be used as for the transfer of the state property 

according to special rules of lawl) .. 

(2) In case of investment of privatized property in the basic 

capital of the commercial company the Funds shall proceed in 

compliance with special rules of lawS) . 

Commentary : 

III cases of privatization implemeted by the sale of the privatized property, the 

Funds (Federal Fund, Funds of the Republics) shall perfonn such sale either on 

the base of purchase contract where the Fund is the sellilng party and the 

respective person (juristic or natural person) is the purchasing party, or in the 

fonn of a public auction. 

If the sale takes place in a public auction, it shall be proceeded if" 

compliance with adequate use of special mles of law being applicable for this 

purpose and which are referred to by the. ''Large Privatliatioll Act". This is the 

question of the Act No. 427/1990 Coli., on the transfers of the state pro peTty of 

some goods to other juristic or lIatllral persons, ill the wordi1lg of Act No. 

541/1990 (Small Privatizatioll Act). 

If the way of privatization is used which is based on the ill vestment of the 

privatized property ill the basic capital of the commercial company, the Funds 

shall. proceed in compliallce with special ntles of law regarding the 

establishmellt of commercial compallies or regardillg the property paricipatio" 

ill these companies (ill the present time the Act No. 104/1990 Coli., 011 joillt

stock companies alld the Act No. 109/1964 Coli., Ecollomic Code, in the 

wording of subsequellt ntles of law). As a ntle, it shall be a joillt-stock company 

or private compally limited by shares where the respective FU1Id shall be the ollly 

foullder or the ollly partller. (It sllall be either all illvestmellt into the capital 

stock of a joint-stock company or all ill vestment imo the basic capital of a 

private company limited by shares). 

-
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Art. IS 

(1) By the sale of the privatized property or by its investment in 

(he basic capital of a commercial company the ownership of the 

goods as well as other rights and obligations linked with the 

privatized property shall transit to the acquirer on the date on which 

the contract has come into effect. . 

(2) In all other respects the transition of the financial claims 

shall be governed by the legal adjustment of the cession of claim in 

accordance with special rules of law7). 

(3) For the transition of the obligation an approval of the 

creditor shall not be required. however, the Fund shall quarantee by 

its property the fulfilment of ihe obligation of the acquirer of the 

privatized property. 

(4) The acquirer shall notify the creditors of the acquisition of 

the obligation without unnecessary delay. 

Commentary : 

TIle legal consequence of the sale of privatized property or of illvestmellt of 

this property into commercial company is the trallsit of tile ownership to the 

goods (material objects) to tile acquirer. Similarly also other rights and liabilities 

transit together with the privatized property (proprietary rights, rights of labOl/r

law relatiolls etc.). 

Regarding the transition (cessioll) of a claim the Act refers to the existillg 

special niles of law which are - for givell collsequellces - the correspollding 

provisions of the Act No. 40/1964 Coli., G"il Code, Act No. 109/1964 Coli., 

Economic Code, ;11 the wort/illg of sllbseqllelll mles of law alld Act No. 

1OJ/J963 Coli., 011 legal relatiolls iiI illtematiollaltrade (Code of International 

Trade). 

2) see page 5, 3) see page 7,5) see page 17. 

7) The Act No. 40/1964 Coli., Civil Code 

The Act. No. 109/1964, COil., Economic Code, in the wording of subsequent rule:; onaw. 

"Ihe Act No. \(1l/1963, Coli., on legal relations in international trade (Code of International 

Trade). 
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Special provisions are included ill Arl. 15 of the Act regarding the transitiolJ 

of obligation (debt). To such transition no approval of the creditor (which 

approval uses to be obligatory ill other cases) is required, however, this is 

replaced by a legal guarallty, because the FUlld guaralllees by its property the 

Jillfilmellt of the obligatioll by the acquirer of the privatized property. III addition 

the acquirer has the notifyillg duty which he has to fulfill without ullnecessary 

delay. 

Art. 16 

The rights of industrial and other intellectual property shaH be 

transferred on the basis of a contract concluded between the 

acquirer and the enterprise. 

Commentary : 

These rigllts including the rights 10 illventions, iprovemellt suggestions and 

illdustrial desiglls. copyrights, rights to immaterial goods, as are the trade marks 

or cerlificates of origin, are of absolute character and are linked with the 

emerprise. 

Their transfer, parlicularly for the reasoll of tlteir protectioll ill illiand alld ill 

abroad, is effected ollly Oil the basis of a cOlltract between the e.r~stillg enterprise 

allti the acquirer, while this contract is concluded simllitalleously with the 

windillg-llp of the ellterprise alld with the sig1lature of tile pllrchase COll/ract or 

with the effected properly investmellt. 

Art. 17 

The righls ami obligations of the enterprise ensucing from 

labour law relations to the employees of the enterprise or its 

organizational component. which are concerned by the privatization, 

shalt transit to the acquircr. 

Commentary : 

The trallsitiolJ of the rights anti obligatiolls ensueillg from labour law 

relations is subject of special provisioll, as the Labour Law Code does IlOt apply 

to these cases. The provision of Art. 17 secllres indispensable contilluity alld 

-
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legal secllrity of the employees in that the mentioned rights alld obligations are 

transferred to the acqllirer without beillg challged in respect o.r their CO/ltellts a/ld 

extellt. 

Art. 18 

If all the property of the enterprise is being privatized und 

unless otherwise ensues from the contract or from the legal 

operation by which the properly of the enterprise is being invested 

into the basic capital of a commercial company, the right of use of 

commercial name of the enterprise shall transit to the acquirer, 

unless this is in contradiction with the Act specifying the use of 

commercial name. This transit shall not be prevented by a change of 

the complement of the commercial name specifying the legal form 

of the enterprise. 

Commentary : 

As far as all the properly of the wOlllld lip eIIterprise is begillg privatized, the 

transitioll o/the so called "commerci(ll home" (fiml's name) is also taken ill to 

consideration; it represellts a special right to immaterial goods, lIeverlheless with 

cosiderable proprietary consequences. (mail/ly if a well kllowll Jimt has all 

olltstallding image and a large clientage dlle to this fOCI). This provisioll is 

therefore set on the basis that a/so the allihorizatioll to use the commercial 

name (firm's of the existillg enterprise is being IrallSferred to the acquirer, ulliess 

this is ill cOlltradictioll with the Act specifying the lise of commercial /lame, 

mainly if cOllsumers' deceptioll may occllre. (n,e rel'isio/l of provisiol/s 

regarding commercial /lame or Jiml's /lame shall be illclllded ill the /lewly 

drafted Commercial Law Code). 

TIle commercia/llame (fimt'S name) floes 1I0t trallsit to the acqllirer of the 

ell tire privatized properly ill case, whell this does Iwt ellSlle from the COli tract or 

from the legal operatioll by which the properly of the ellterprise is bll'ested ill to a 

commercial company (which means that the mmtiolled cOlllract or /egal 

operatioll call specify this mailer differem/y) .. 

The trallsfer of the commercia/name (firm's lIame) shall 1I0t be prevented 

by a challge of the complemellt of the commerciul lIame specifyillg the legal 
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form of the enterprise (e.g. the change" of the indicatioll from "s.p." (state 

ellterprise) to "a.s." ljoilll-stock compaIlY). 

Art. 19 

(I) The Fund shall transfer and the acquirer shall take over the 

goods included into the privatized property on the date on which the 

contract 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 assume 

the responsibility for damage of these goods as well as he shall 
acquire ownership of them. 

(3) For the acquistition of ownershIp of immovable assets a 

rcgistration according to special rules of law shall be required8). 

Commentary : 

The material trallsfer alld acceptallce of the goods included illto the 

privatized properly is effected by a millutes signed by the Flllld and acquirer. 

This mome1lt is very importallt in temts of the moment of the trallsitioll of 

the liabilities for damage, as well as of the oWllership of the trallsfe"ed goods. 

TI,e tra1lsitioll of the liabilities for damage is ullderstood ill that the acquirer has 

allY right to require the compellsatioll of the damage from the FUlld, when the 

damage is specified as a loss, exCtillCtioll or deterioration of the goods 

concerned without taking into consideration the reasons of the damage, lin less 
the damage has been caused by the Fund. 

The oWllership of immovable assets transits ollly as a consequence of the 

registratioll which is required for the validity of the respective legal operation. 

n,e registratiol1 is effected by the public 1I0tary office accordillg to the Act No. 

95/1963 Coli., 011 state 110taries alld proceeding before the state notaries, in the 
wording of subsequent ntles of law. 

Art. 20 

(I) In the minutes of the transfer (Art. 19, Par. 1) the missing 

and defective goods shall be quoted. Unless otherwise settled in the 

contract, the missing goods shall be deemed those things not having 
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been transferred to the acquirer, even though they have to be part of 
the transferred property according to the book-keeping. When 

estimating the defectivenes of the goods it shall be taken into 

account how they are able to serve for the operation of the 
enterprise and how long they have beer in use according to the 
book-keeping. 

(2) Unless otherwise settled in the contract, the acquirer shall 

apply for ad!!quate price rebate of the missing or defective goods 
included 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 have not 

been entered into book· keeping. 

Commentary : 
III the milllltes of the trallsfer of goods illc/uded ill the privatized property it is 

lIecessary to quote the missillg alld defective goods. while this is processed ill 

accordillg to the book·keepillg or 011 the basis of the estimatioll of the ability of 

defective goods to serve dll/illg the fl/Illre operatioll of the enterprise. The 

acquirer has the right for adeqllate illdemllification for the missillg alld defecth'e 

goods, ulliess otherwise seuled by the parties ill the colllract. 

The acquirer has the right for rebate also regardillg those obligatiolls illc/, 

debts which hm'e bee" trallsferred UpOIl him alld have lIot beell elltered il/lO 

book-keeping. For Iheir applicatioll the respective forfeilllre temls acconling 10 

the Civil Law Code, Ecollomic Code alld Illternatiollal Commerce Law Code 

are applicable. 

Art. 21 

During the transfer of the goods and the preparation of the 
minutes of the transfer the Fund shall be represented by persons 
authorized on the date of the winding-up of the enterprise or the 
exception of a pan of the property of the enterprise ot act on behalf 
of the enterprise. During this acitivity these persons shall be 

responsihle to the Fund. 

- - - - -
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Commentary: ' 

For practical reasolls the Act states that durillg the trallsfer of the goods alld 

the prepara!iOlJ of the mill Illes the statutary orga".. or represelltatives of the 

ellterprise beillg woulld-up, or of the ellterprise from which a primtized part of 

property is bdilg excepted are actillg 011 belialJ of the FUlld, and are, of course. 

responsible for their activity to the FUlld 011 behalf of which they are actillg.' " 

PART FOUR 
Investment Coupons 

Art. 22 

(1) The investment coupon (hereinafter referred to as "coupon" 
only) for the purposes of, this Act shall be deemed to be security 
(consolidated paper) in name giving the right to purchase shares 

specified for sale against coupons. The coupon ~hall be 

untransferrable and the rights atached to the same can be 
transferred only to heirs. 

(2) The coupon cannot be amorliz!!d. 

Commentary : 
The separate fourth part of the Act concerns the COUpOIl method of "large 

privatizatioll'~ 

Th'e process of large plivatizatioll is cOllfrollted by all aCCllte lack of illlalld 

capital, .vIJi/e il call be presumed that the foreigll capital shall 1I0t cover and 

evell shall not be able to cover 01/ privatizatiol/ plalls. 

The Act therefore ellsues from the fact thai the primtizatioll process shall be 

accelerated alld widelled by the mediation of im'estmellt COUpOIIS. A lIumber of 

state enterprises shall be trallsferred to joillt·stock compal/ies alld the shares of 

these companies shall be sold to citizens for the issued illvestmellt COUpOIlS. 

8) The Act, No_ 95/1963. Call.. on state notary and proceeding at the state notary office, in the 

wording or subsequent rules or law. 

-



w - ----- - - - -
28 

For the purpose of this Act the coupon is defined as security registered in , 

name which is ilJtrollsferroble to other person and the rights linked with this 

coupon are Irallsfe"ed only to heirs. The coupon can be used only for the 

purpose stated by the Act, e.i. for the purchase of privatized property. 

The COllpOlI· call1lot be declared invalid in case of its loss, misappropriation 

or exctinct;oll. 

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, 
e) date of issuance. 

(2) The coupons issuer shall be the Federal Ministry of Finance. 
(3) The net revenue of the sale of coupons shall be transferred 

to the Fund of the Republik competent according 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 reql/iremellts for the text of COUPOIIS in An. 23, 

Par. 1, while not excludi1lg, of COl/rse, that the COUP01lS should fUlfill otehr 

requirements. 

The Federal Ministry of Fillallce is the exclusi~>e COUPOIIS issuer so that 110 

olle else hat the right to issue the COl/POliS. This provision is based primarily Oil 

the organizational, techllical alld fi1la1lce-colltroll reasolls alld it does 1I0t 

i1lfluence einher the extent of the privatized propeny being tranSferred to the 

individual Funds or the distribution of the revenues of the privatization. 

Net revenue of the sale of cOl/pons shall be trallsferred to the Fund of Czech 
Repliblic or Slovak Republic competent according to the locatioll of the durable 

residence of the acquirers of COl/pOliS on the date of the acquisition of these 

coupons. 
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Art. 24 

- - -
Any Czechoslovak citizen having his durable residence m the 

territory of the Czech and Slovak Federative Republic and who have 
completed 18 years of age on the date of the issuance of the coupons 
shall have claim for these coupons. 

Commentary : 
The right for coupons originating from the Act is attributed to every 

Czechoslovak citizen who completed 18 years of age and complies with the 

condition of durable residence in the Czech and Slovak Federative Republic. 

Art. 25 

(1) The coupons of a corresponding emission can be used for 
a) purchase of shares of any joint-stock company included for 

this purpose into the list of privatization projects, as far as 
the citizen makes valid his claim within the term specified 
in this list, 

b) acquisition of the participation in commercial companies 
founded specially for this purpose, after the previous 
aproval of the competent authority of the RepUblic. 

(2) The ways specified in Par. 1 hereof can be used paralelly. 

Commentary : 
In Art. 25 two ways of the use of coupons are ellshrilled which call be used 

in panicular cases paralelly. 

In the first place it means the purchase of shares of a joint-stock company 

which has been included for this purpose into the list of privatization projects, 

while the citizen must enforce his claim for the purchase of the shares with ill the 

tenn specified in this list. 

The :coupons can be used also for the acquisition of the property 

panicipation in commercial compallies (e.g. private companies limited by 

shares, limited partllerships, limited panllerships by shares) established specially 

for this purpose, after the preVious approval of the competelll alllhority of the 

Czech or Slovak Republic. 

I 
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Art. 26 

When using his coupons their proprietor can be represented on 

the basis and in the extent of a written proxy by a natural or juristic 
person. 

Commentary : 

The Act specifies also the possibility for the oWller of coupons to be 

represelJled by Q representative who call be a "atural or juristic persoll. 

PART FIVE 
Federal Fund of National Property 

Art. 27 

(1) The Federal Fund of National Property shall be established 
as a juristic person. The Fund shall be entered into the Register of 
Companies. 

(2) Organs of the Fund shall be presidium, execUlive board and 

supervisory board. 
(3) The property of the Fund shall he created by the property 

transferred to it under Arl. II, Par. 2 hereof and by the profit from 
its participation in the entrepreneurial activity of the commercial 
companies. 

(4) The details regarding the organi7.ational structure of the 
Fund and its activity shall be specified by a' statute approved by the 
presidium of the Fund. 

Commentary : 

The Federal Fllnd of Natiollal Property (jllst as the FUllds of the Republics) 

represellls a specific jllristic persoll who has beell established by the Act specially 

for the purpose of large pri~'atizatioll. 

171t! Funt! is separated from the slate, or slate /Jodies. 17w willdil/g up of a 

state elllerprise appel1aills to the competellce of Oil authority of state 

admillistration; IIevel1heless, the proprietary disposal of the propel1y beillg 
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subject of the privatization appertaills to the FUlld (sale of the property, sale of 

the participatiolls ill the businesses, establishillg of commercial companies). 

The property of the FUlld is therefore fonned particularly by the privatized 

property, i.e. by the property of wound-up enterprises, or of part of the property 

excepted from the ellterprises. If the Fund participates ill the elltrepreneurial 

activity of commercial companies, it participates also ill the profit originating 

from sllch a participation alld ill this respect the Fund is partially an 

elltrepreneurial subject. 

Art. 28 

(1) The Fund shall conclude contracts on its own behalf in 
accordance with the approved 'privatization project and shall do 
other legal operations, and it shall, particularly, 

a) establish joint-stock and other commercial companies or 
shall participate in their founding and shall invest in them 
amounts to which it has obliged itself, 

b) acquire shares on the basis of its participation in the 
entrepreneurial activities of the joint-stock companies and 
shall execute its shareholder's rights inel its participation in 
the general meetings, 

c) execute its partner's rights within its participation in other 
than joint-stock companies, 

d) participate in the economic results of the commercial 
company in the entrepreneurial activity of which the Fund 
participates and hears the consequences of this activity in 
the form of profits or losses, 

e) sell its shares or participations of other than joint-stock 
companies, 

f) participate in the liquidation remainder of the company in 
the extent of the Fund's participation in the company's 
entrepreneurial activity, if the company becomes exctinct, 

g) conclude contracts on the sale of enterprises, their 
organizational parts and parts of their property and it can 
use also public competitions (invitations) for this purpose, 
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h) lease these values for a definite time until they are used for 
privatization. 

(2) The Fund shall employ experts whose remuneration shall be 
approved by the presidium. 

Commentary : 
The Fund has its legal subjectivity alld capability to cOllclude comracts 011 its 

OWII alld to do legal operations pertaining to its competence according to the Act 
011 the basis of approved privatization projects. 

Before 0/1, the Fund participates ill the fOl;lldation alld entrepreneurial 
activities of joint-stock companies alld 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 ellterprises") or on the 
sale of the excepted property from the enterprises and it is also authorized - in 
the interest of effective utilizatioll of the acquired property - to lease proprietary 
values for a trallsitory period till they are used for the purpose of privatization. 

The specification of the above mentiolled legal operations is to be 
understood as all example only and the FUlld call do other legal operations than 
those u/lder 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 aUlhorized to sue for the fulfilment of its rights or 
demand the fulfilment 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 FUlld is givell by that it is a subject of full 

rights. Being a juristicpersoll it is liable for ils obligations by its elltire property 
and 011 the other halld it has Ihe right 10 sue for the fulfilment of its rights with a 
court or other competellt alllliorities. --, '- ""-" 

:;,::1 
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Art. 30 

- -
The highest organ of the Fund shall be the presidium consisting 

of 9 members. The chairman, vice-chairman and the members of the 
presidium shall be .elected by the Federal Assembly to the proposal 

of the Government of the Czech and Slovak Federative Republic for 
the period of 5 years. Members of the Czech and Slovak Federative 
Republic, of the Government of the Czech Republic and the 
Government of the Slovak Republic, members of the Federal 
Assembly, members of the Czech National Council and of the 
Slovak National Council cannot be members of the presidium. 

Commentary : 

The concept has been passed that the presidium being the highest organ of 
the Fund is elected by the Federal Assembly to the proposal of the Govenrmelll 
of the CSFR. 

Simultaneously the incompatibility of the fllnctiolls of members of tlte 
presidium with the fUllctions of members of the Govemmellls or members of the 
legislative bodies has been enshrined. 

Art. 31 

(1) The presidium shall have the power to 

a) nominate and manage the executive board and to supervise 
its activity, 

b) approve the statute of lhe Fund, 

c) approve the remuneration of the members of the executive 
board, 

d) elaborate the draft of lhe budget of lhe Fund and submit 
the same for the discussion of the Government of the 
Czech and Slovak Federal Republic, 

e) approve the rules of procedure of the presidium and of the 
executive board, 

f) discuss ~he annual balance statement of the Fund and 
submit the same to the discussion of the Goverment of the 
Czech and Slovak Fcderative Republic, 
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g) discuss the annual report on the activity of the Fund by 
April 30 for the preceeding year. 

(2) After the draft of budget and annual balance statement has 

been discussed by the Government of the Czech and Slovak 

Federative Republic, the Fund shall submit the same to the Federal 

Assembly (or its approval. 

Commentary : 

The most imponant managing activities within the framework of the Fund 

be/ollg 10 the competence of the presidium, while the impOrlant checking 

/unctions had to be entrusted with to the Government of (;SFR alld to the 

Federal Assembly, namely regarding the budget and annual account statement. 

Art. 32 

(1) The presidium shall be capable of transacting business if its 
meeting is attended by the majority of its members incl. its chairman 
and vice-chairman. For the decision making the approval of the 
majority 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. 

Commentary : 

The proceedillgs alld decisioll makillgs of the presidium ibased 011 are 

customary democratic principles. 

The presiding of the meetillg of the presidium is either the chainnall or ill his 
absetlce the vice-chainnall. III case of equity of votes the vote of the chainnall or 
tile \'ice-chaimtall ;s decisive. 

Art. 33 

(1) The activity of the Fund shall be governed by the executive 

board of the Fund (hereinafter referred to as "board" only) in 

accordance with the instructions of the presidium. 

-- .. - - - - -
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(2) The board shall act on behalf of the Fund within the extent 
specified by the statute. The statute shall specify which wriHen legal 
operations shall require the signatures of two membres of the board. 

In addition, the statute will specify when and in what extent the 
members of the board shall act on behalf of the Fund and appoint a 
proxy to act on behalf of the Fund. The members of the board being 

authorized to act on behalf of the Fund shall be entered into the 
Register of Companies. 

Commentary : 

The executive board is all operat;\'ely managillg orgall of the Flllld. 171e 

extellt of the alllhorities of the board and the rights of its members to act 011 

behalf of the Fllnd is stated by the Statllte. 

Art. 34 

(1) The board shall consist of nine members nominated by the 
presidium for the period of five years. Prior to the termination of 
this term lhe presidium can recall any memher of the board, if he 
violates his duties or is unahle to perform his funclion. 

(2) The members of 'lhe hoard shall clect from among 
thcmvelves a chairman a~d two vice-chairman at maximum , . 

(3) The members of lhe board shall be employees of the Fund. 

Commentary : 

17le board alld its members (Ire respollsible for their activit)' to tire presidium. 
The members of the board which is the execlllive orgall of the Flilld have a 
labour relatioll to the Fund. 17rey call be recalled from their jilllctioll Oil the 

base of stated reasolls. 

Art. 35 

(1) The supervisory board of lhe Fund (hereinafter referred to 

as "supervisory board" only) shall . supervise the activity and 

management of rhe Fund, of its presidium and board. With respect 
10 the character of lhe matter lhe presidium shall notify the 
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Government of the Czech and Slovak Federative Republic, Federal 
Asembly and/or other competent authorities of the identified 

discrepancies. 
(2) The presidium shall discuss the draft of the budget and the 

annual balance statement in the supervisory board prior to their 
submitting to the Government of the Czech and Slovak Federative 

Republic. 

Commentary : 
As it ensiles from its dellomillatioll alld competence the fllllCtioll of the 

supen,;sory board of the FUlld is a supervisory olle. The duty of this board is 

particularly to discuss the draft of the budget alld the 011111101 balallce statement 

prior to their sllbmittillg to the Federal Governmellt. 
The other competellt bodies which may be 1I0tified by the supervisory board 

of the identified discrepallcies with the respect to the characler of the given 

malter, are the Federal Millistry of COlltrol, Ihe Federal Millistry of Fillance, the 

Office of the Prosecutor etc. 

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 hoard cannot be the 

employees of the Fund. 

Commentary : 
17,e importallce of the supervisory fllllClioll of the board is stressed by the 

uftivity of the Federal Assembly ill the relatioll to the supervisory board. The 

members of Ihe supenlisory board are elected alld recal/ed by Ihe Federal 

Assembly. 
The il/depelldence alld impartiality of the members of the supervisory board 

is secured by the provisioll that Ihey call1lot be employees of the FUlld. 

_ .. .., .. - ...-
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Art. 37 

.... --
. (1) The· members of the sup~rvisory board shall ~Iect from 

among themselves a chairman and a vice··chairman. 
(2) The provisions of Art. 32 shall ~_ applied a~alogously. 

Commentary : 

~e~ardillg the quorum and decision making of the supervisory board the 

pro~,s~ons ~f Art. 32 are applied analogously, i.e. the presence of simple 
maJonty of Its members incl. ils ,chainnall or vice-chainnall alld Ihe affinnative 

votes. of simple majority of the presen~ members are required wilh Ihe provisioll 
Ihat In case of equity of votes the vote of the presidillg persoll is decisive. The 

doc~mellts o! t~e supervisory board shall be signed 011 its behalf by the 
chmnnan or III hIS absence by the vice-chainnan. 

Art. 38 

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

Commentary : 

. The incompability of the functions of the members of all three top organs is 

glVen for the security of impartiality, independellce and proper perfomance of the 
Fund's [unction. 

Art. 39 

The members of the presidium, board, supervisory board and 
the _ employees of the Fund cannot perform activities which are in 
contradiction with the interests of the Fund, particularly they must 
not be members of the organs of joint-stock companies in the' 
entr~~re~eurial activity of which the Fund has proprietory 
partlclpalton. The members of the presidium, board and supervisory 
board cannot acquire the property of the Fund except of the shares 
against coupons. 
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Commentary : 
The provision 0/ Art. 39 secures that the members 0/ the organs and 

employees of the Funds do not come into conflict with public alld their own 

private, proprietary interests. The Act protects these interests agaillst potelllial 
collision by the above melltioned prohibition 0/ activity and persollal alld 

proprietary participation, besides the mentioned exception. 

Art. 40 

The Fund shall cover the costs in connection with its activity 
from its property within its budget approved by the Federal 
Assembly. 

Commentary : 
As a matter 0/ principle, the FUI,d covers the costs ill connectioll with its 

activity from its property. It is 1I0t a organizatioll financed from a state budget. 
Some 0/ its functions 'Qre 0/ entrepreneurial character; the activity ensueillg from 
these functioll brings progit. 

PART SIX 
Special, Transitory and Final Provisions 

Art. 41 

(1) For the purpose of privatization effected also by m~ans of 
coupons the Government of the Czech and Slovak Federative 
Republic and the Governments of the Republics shall specify the 
principles within three months from the date when this Act has 
come into effect; on the basis of said principles the competent 
central authorities of the state administration and the municipalities 
shall submit for the approval of the competent Government the lists 
of enterprises and lists of state proprietary participations in 
entrepreneurial activities of other juristic persons which shall be 
included into privatization. 

(2) The lists of enterprises submitted to the approval shall 
include parlicularly the name and the seat of the enterprise and of 
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the founder, evaluation of the property and the number of the 
employees of the enterprise. The lists of the state proprietary 
participations in the. entrepreneurial activities of other juristic 
persons submitted for approval shall include particularly the name 
and the legal form of the juristic person, the subject matter of the 
entrepreneurial activity and the extent of the state proprietary 
participation in this entrepreneurial activity. 

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

Commentary : 

The task 0/ all three Governments based on the Act is to specify principles 
for implementation of the privatization by using all means 0/ privatization illcl. 
the coupons method. On the base of these principles the competent central 
authorities of state administration (mostly the branch ministries) and 
municipalities shall submit to the competent Government (of the CSFR or 
appropriate Republic) lor their approval lists of enterprises and lists of state 
property participations which shall be included into provatization. 

Lists 0/ enterprises and lists of state property paricipatiolls submitted for 

apP1Y?vlll must include stated requirements to enable the competent 
Governments duly to evaluate the same. 

To secure due temporal procedure o/Iarge privatization the Governments of 
the CSFR and the Republics are empowered to state telnlS for subsequent 
elaboration of privatization projects. 

Art. 42 

(1) The propriety of the enterprises of foreign trade, specialized 
organizations of foreign trade, state banking institutes, with the 
exception of the State Bank of Czechoslovakia and the state saving 
institutes founded until the date on which this Act has come into 
effect shall be transferred according to the privatization project of 
the enterprise into the Fund of the National Property of that 
Republic 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 the 
Slovak Republic. If the property of the privatized enterprise transits 
into the Fund of the National Property of the Slovak Republic, this 
Fund 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 Republic. 

. (3) As far as the enterprises specified in the Par. 1 hereof had 
been transferred into joint-stock companies before the date when 
this Act has come into effect or had been founded as joint-stock 
companies, the state participations in their entrepreneurial activities 
shall transit by two thirds into the Fund of the National Property of 
the 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 : 

The provisions of Art. 42 solve the division of the privatized property between 
the Czech and Slovak Republics ;11 terms of competence ;n cases. of already 

quoted organizations of foreign trade' and state banking institlltes (apan from 

stated exceptiolls). This refers to a speicijic sphere of foreign trade and banking 
operatiolls. 

The shares ill the privatized property shall be distributed between the Fund of 

the Natiollal Property of the Czech Republic and the Fund of the National 

Property 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. 

-
4t 

Commentary : 

The Act places the State Bank of Czechoslovakia 011 the level of federal 

celltral authorities of state tidmillistratioll. 17lis ballk is not ollly celltral 

emmissioll bank with elllreprelluerial aspects but if fllso proves the features of a 
federal celltral authority of state administratioll. 

Art. 44 

The evaluation of the property of the enterprise included· inthe 
approved privatization project shall replace the evaluation of the 
non-monatery investment in the capital stock of the joint-stock 
company made by an authorized expert and required according to 
special rules of law9) • 

Commentary : 

The obligatory componellt of all approved privatization project is evaluatioll 

uf the property of privatized ellterprise. For practical reasolls the Act states that 

ill such a case the evaluation of IIOIl-molletary ill;'estmellt ill the capitai stock of 

a joint-stock company required by the existillg Act No. /04/1990 Coli., 011 joillt- . 

stock compallies is simultaneously replaced by the above melltiolled evaluation. 

Art. 45 

(1) Except of the customary management lO) the entcrpriscs 
cannot conclude contracts on the transfer of ownership to which 
they have the right of management, and cannot dispose of their 
proprietary participations in the entrepreneurial activities of juristic 
persons nor establish the same. 

(2) Exception from the provision of Par. 1 hereof can be 
approved by the competent Government in justified cases. The 
approved exception shall replace the approval according to special 
rules of lawli> • 

(3) The state proprietary participations in the entrepreneurial 
activity of juristic persons can be disposed of only in accordance with 
the approved privatization project of the participation. 
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(4) The provisions of Par. 1 and 2 hereof shall not be applicable , 
to juristic persons specified .jn Art. 1, Par. 2 hereof and to 
organizations financed or substituted from state budget. 

Commentary : 

The provision of An. 45. Par. 1 alld 2 replaces in principle the existillg legal 

meaSllre No. 364/1990 Coli., 011 the disposal of property entnlsted to the care of 

state enterprise. 
TI,e sellce of this revision is to prevent the escape of the propeny which has 

to be privatized according to this Act. 

What has to be understood as trallsfer of propeny standing apan .from 

customary mOllagemcnt is specified by the Economic Code (Act No. 109/1964 

Coli., in the wordillg of subseqllellt ntles of law - compare paniclliar/y with An. 
68 of the COlle). 

From this legal a"angemellt the organizations of foreign trade refe"ed to in 

An. 1, Par. 2 hereof and the organizations financed or substitllted from state 

budget are excluded. 

Art. 46 

(1) Legal relations of the Funds of the Republics, their activity 

and kinds of use of their property shall be specified by Acts of 

National Councils which shall also specify in which cases the 

property of the Funds of the Republics can be used for other 

purposes than for the privatization. 

(2) The Government of the Czech and Slovak Federative 

Republic in the agreement with the Governments of the Republics 

shall specify, by an Ordinance the way of thf! coupons' issuance, 

(» Thc An No. 104/11)')0, Coli., on joinl-slocl; companies. 

10) 'Ihc Ael. No. 109/1964, Coli., rxonomic Codc, in Ihc wording of 5ubsc(lucnl rulcs of law. 

I 

I 

I 
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various coupons' types, the purchase price of the coupons, the way 

of the specification of the extent of the claim for shares and the way 

of the use of the coupons. 

Commentary : 

The provisiOli of An. 46 includes illdispellSable powers both for passage of 

Acts of National Coullcils alld for Decree of the Government of the CSFR 

which shall be imponallt procedural regulatiolls for the perfonnance of COUPOIIS 

method. 

Art. 47 

(1) In case that the ownership to the privatized property or to its 

part has been dispossessed in the way specified in Art. 2, Par. 3 of 

the Act No. 87/1991 CoiL, on out-of-court rehabilitations, a legal 

claim shall originate in accordance with the mentioned Act in favour 

of the legitimate persons; the way of settlement of the claim shall be 

specified by the privatization project concerning that property. 

(2) The legitimate person shall apply his claim with the 

authority competent according to Art. 10, Par. 1 hereof for the 

approval of the privali7.ation project within 6 months from the date 

on which this Act has come into effect, orherwise the claim shall 

become extinct; at the same time the legitimate person shall notify 

this authority of the enterprise possessing the goods. The competent 

Fund of National Property shall settle the claim according to Par. I 

hereof in,accordance with the lime schedule of the implementation 

of the privati7..ation project, however at the latest within one year 

from the date of th.e approval of the privati7.ation project. 

(3) In other respect, the provisions of the Act No. 87/1991 CoIl. 

on the out-of-coun rehabilitations shall be applied adequately for 
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, the specification of the cxtent, way of application and settlement of 

the claim under Par. 1 'and 2 hereof. 

Commentary : 

In Art. 47 it was necess;IIyto 'solve therelatiOl; of the "Large Privatization 

Act" to the Act 011 ollt-of-coilrt rehabilitations. ." ·;f. ;'." 

According' to Art. 2, Par. 30/ the Act No. 87/1991 Coli., 01; out-oJ-court 

rehabilitations the persons are entitled to rehabilitation whose property has been 

nationalized ;/1 accordance with the provisions on nationalization of the years 

1945 to 1948 without compensation.' The' claims 0/ these persons shall be settled 

within the privatization project. 

The Claim' shall be applied with the Federal MInistry of Finance or with 

respective' allthority ofstateadmillistration of National Property alld Its 

Privatizaiio/l) . by October I, 1991, while the;e tmthorities must be 
•.. '., , . i. , ' 

slmultoneously notified which' ellterprise holds the goods. 

, .. F~; ihe seti/~mellt'the resiie'ciive provisions of the 'Act' 01' out-of-collrt 
,.,'.". '" . 

rehabilitations shall be applied . 
. ~ 

" 

- . 'I ~ . 

. "'. 

Art. 48 

. The followi'ng rules of law arc hereby repcaled : ' 
\. .. ' . 

, "'1. Ah.28 of the' Act No. 111/1990 CoIL, on stat'e'cntcrprise. 
• ,I I " 1: ,. i 'j , ~ 1;1 ;., ' '" I '!.. I 

2. Legal Measure' No. ~/19<)O Coli., on thc disposal of th'e property 

entrustcd to the'~tatc enterprise. 
'~I L 

... 
'.-, :-" 
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Commentary : 

The t!erogatioll clallse abolishes. apart from the already quoted legal 

measure No. 364/1990 Col/. (which has beell replaced by the provision of Art. 

45 of this Act), also Art. 28 of the Act 011 state ellterprise. c,;closillg 

tralls/onnatory provisiolls which are replaced by the "Large Privatization Act" by 

its OWl! prm'is;oIlS. 

Art. 49 

This Act shall come into effect as of Aprill, 1991. 

Praguc, March 8, 1991. 

" 
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THE DRAFT COMMERCIAL CODE 
Czechoslovakia is starting /0 transform its stale-owned enterprises into private 

companies. In addition, private businesses. albeit smail, are emerging in great numbers. it 
;,5, therefore. important 10 provf(je both CZechoslovak and foreign entrerpreneurs and 
,;::ornpanies with one piece of legislation - [he Commercial C{)de - on business companies 
and busi ness transactions. 

It is envisaged that 755 Articles of the new Commercial Code will replace some 80 Acts, 
Decrees and RegulaliCJns~ among them: 

{he Economic Code, 
the Joint Venture Act, 

the International Trade Code and 
the Joint-StocK Companies Act. 

The draft Commerci(\l Code (\(~ includes provisions on proteding the rights of foreign 
persons In Czechoslovakia. There IS no reason to expect that Czechoslovakia would not 
honour such Obligations. Czechoslovrtkia would like to enter the EC later in the 1990s. and 
the Cxechoslovak market is in nl!ed of western investements, technology and marketing 
skills. 

The draft C.ommerc.."al Code should be adopted later (his year so (hat it could be in effect 
from 1 hnuary 1 QQ2. The follOWing commentary provides infonnallon about the types of 
buslne!>s companies Included in the draft Commercial Code; other aspects of 
the Commercl,d ('ode will he Ue.11l wllh in another publication. 

A Brief Commentary on Business Companies 
and Co-operatives according to the Draft 

Commercial Code 
The dral! ('ommerclal Code envIsages the existence of the following types of business 

companies: 
~encral commercial partnerships 
limited pnrtnerships 

- prlvHlc limited compftnles 

- Jolnt-slock compnnics 
In addition to Ihe above menl/oned business comptlnics, co-operaUves may also be 

established. 

1/ A Genenll Commercial )'arlnership 
in Czech "veiejn;i obchodni sp<lleenosr, 
in German -offene } landelsgescllsdl<1ft" • 

the relevant provi~iom. arc conlilim .. -u in Articles 76 to Q2 of the draft Commercial Code. 

It ~hould he noted that the Czech designation "verejna obchodnf spolecnosl- is 
misle.1ding~ it mily be translated litt!rnlly as ·puhlic trading company". This designation was 
already used in the amended EI.:unnmic Code No. 1031lQQO CoU., which is now in effect. 

3 
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The busmess name of a general commercial partnership must include the designation 
"verejna obchodni stx>lecnost-. or the abbreviation "vd. obchod. spol. ... or" v. o. s .... unless 
the firm's name contains at least one surname of the partners. in which case it is sufficient 
to add" aspol." ( .. and Partners"). 

A general commercial partnership may be founded both by individuals ("natural 

persons") and legal entities. It must have no fewer that two partners~ that is how 
the partnership, intC!r alia, ditTers from a limited liability company and a joint-stock 
company, both of which may exceptionally be established by one person (see further). 

Each partner in a general commercial partnership is liable for the debts of the partnership 
and the business adlons of the other partners with all his property. AJI partners are equal 
and are entitled 10 manage the business of the partnership; they may, however, authorize 
one or more partners to manage the firm. 

Profits earmarked for distribution, or losses, are equally divided amung the partners, 
unless their partnershl p contract sti pula tes otherwise. The consent of allthe t!xisting partners 
is required for any amendment of their pilrtnership rontract. The partners must not compete 
with their firm. 

A genernl o..)mmt!rClill pilrtnership is entered in the Companies Register and IS 
consH.iered a separate legal entlly (il company) under Czechoslovak law 

A general commercal partnership is dissolved on the death of one of the partners. 
The partnership contract may, however, specify that a deceased partner will be succeeded 
by his heir, in which case the partnership will continue to exist. 

In the event of the ul5.Solution and liquidation of a partnership, the liquiJation balance 
will he used to repay the pilrtners' Investments in the firm, and a fterwarili. the residual sum 
will be equally ul!>tnnuled among the partner.. 

2/ A Limited Partnenhip 
In ('ze.ch -kom;)nJltni !>poiecnll!>t-, 
In (~l"rmi\n -KlllllnJanJIIf!csclischat(-; . 
:\rtlcles 43 [0 1 ()~ llt the draft Commeraal Code stipulate the provisions on a limited 
partnership. 

A limIted partner~hlp l"I.ln!>l~t!-. of rwo categories of partners: 

one or more gcncrill pilrtner.> (- komplemenl..tiri-) with unlimited liability for the obliga
tions oj the firm. iinJ 

one or more limlteu partner.> (- komanuistc-), whose liability is limited to tht! amount of 
their IOvcstmcnt~ Into the p.1rtncr.>hip. 
BUlh .. o ImiJvluu.d (;, natural pcr..l1n) aflu a legal entity may become ptlrtner.> in a limited 

partner..hl p. 
A limited pilrtncr..hlp I~ elltered In the Comp.lnics Rcgister and thus becomes a legal 

entity. Should the hU!>loe!>!> name of the limited partnership include [he name of a limited 
partner, thi!> partm'r wall heaf liahllity for the p<lrtnership's obligations as a general partner. 
The busine~ name III the limited partncr..hip must include the designation - komanditni 
spoleenosl-, or the ilhhrcvlation - kom. spol.-, or -k. s.-. 

Only a general p:trtner or general partner.. may manage, and ad on behalf of, the limited 
partnership. The general partner.. have the l<lst word in just about everything. The are, 

4 



therefore, !)ubJecl to the ban on competitIve ronduct. which does not apply to the limited 
partners. unless the partnership contract so requires. 

The profi~ of a limited partnership are divided into [v"o parts: one owed to the general 
partners. the other to the limited partners~ the rntlo is stipulated in their partnership contract. 
The part owed to the general partners is distributed among them equally, whereas 
the distn butlDn ot the profits among the limited partners is proportionate [0 their investments 
into the parlner!>hlp. The partnershIp contract may specify a different manner of profit 

., distribution 
If the partlClp,ltlOn of all Iimlteti partners IS terminated. the general partners may agree 

to transform the limIted partnership Inlo a general commercial partnership without 
- liqUidallon. 

In the ca!">e that a limited p<trtner..hip is dissolved and its dissolution is ronnected with 
its liqUidation, every partnt:r's investment in the partnership will be refunded from 

I the liquldiHlon balance. Should Ihe liquidalion balance not suffice to cover all the partners' 

entltlemt!n~. then the Ilmlled p<lnners wtll have a preferential right to have their invested 
amoun~ rcpald. 11.111 Ihe partners' deposits into the firm have been refunded, the residual 

I part 01 the Ilqulu.dlPn halann: will hot> uisfnbuted among them In the same ratio as 
the prollL<, 

A Privatt: Limil~d Company 
In CZech -spoleenost s rUCem'm omezenym-, 
in (~erm.1n -(;e~llsch;dl mit beschrnnkter H:lflung-~ 
the rciev.lI1! prm'I!'>IOOS Me CllnL'lIned in Articles 105 - 153 of the draft Commerci:ll Cotie. 

A pnv'llc IICllllcu ulmp;my may he c!>L1bli!>hed either by Individuals or legal entities. IThe liability III llle wmpany\ memher.- tor their C()mpilny"~ oblig:ltions will he limited to 
their inve~lmenl~ Inln Ihe cnmpany 

The hU'oIlIC''o n;lme of ;1 (·/CI.:hp:-.fuv<lk pnvatc linlltcd L'tllnpany mu!">! Indude 
I.the d~lbll.IIJ(111 -'f)(lkl:n(l~t!> ruccnlm IlIllC.lenym-, or the ahhreVlittlon -~pol. !) r 0.-. or 

·s. r. 0 -

,
.....:::: The regl!)tercu Clpltal (h:J~lc c.1pll<ll) of a private limited company IS mllde up of agreed 

depo!)I!!> IIIVt!!)tcJ InlO the comp;lny hy I~ nlcmOcr.;. A limited liability rompany in 
Cz.echnsluv;JKla nlay be founded by on\! ~rson (unlike in the UK). The maximum number 

.ruf member!> of <I ilOuleu liability company is 50 The minimum amount of the company's 
aeglstercd c<tpltai I~ 100.000 ('lechll~lovllk crowns (about 3,330 US uollars), and 

a memhcr'~ IflVe!>tment IOto the C~lmp;Jny may not he less than 20,000 crowns (about 665 
1iius dollar!'» 
• -me am()unl~ III the i"Jlvluu,,1 I1lcmber~' propo~ed inveslment deposits may differ. 

provided that ~Ul:h ;JUlounls arc divi~ihle hy 1,000 Without remainder_ If investments in kind 

I re prOVided. the Memorandum of Association must incJude the object of such 
n inv~lmcnt the method of uclernllning iL" v<llue. as well as lhe agreed-upon amount to 

be included a~ " member"5o dep(l~il info Ihe comp.1ny. I The Memoranuum of Associiftlon mUSI al least provide Ihe following data: 

- the busine~~ name (Ind the ~eaf of the l:omp;IOY. I the bu~ancs.." nilme (nilme) ilnd the 5oC.1' (addresses) of the company's members. 

I. 
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{he scope of activities, 

the amount of the registered capital. and the amount of each member's deposit into 
the oompany when the company is established, 
[he name of the company's first executives and the manner in which they will represent 

the oompany. 
the names of the members of the first Supervisory Board~ if established. 
The Memorandum of Association may also stipulate that the Articles of Association 

will be issued and provide details of the company's internal organisation . 
Prior [0 submi uing a peti tion on the company's entry into the Companies Register, every 

pledged investment into the company must be paid up 10 no less than 30 per cent, and 
the total of the paid-up investment deposits must be no less than SO,OOOaowns (about 1,670 
US dollars). The petition must be signed oy aU the company's executives. If the rompany 
is established by one founder, then [he registered capital must be fully paid prior to entering 
the rompany in the Companies Register. 

A member is obliged to pay his Investment deposit into the company under 
the conditions and within any deadlines set by the Memorandum (It Assoc1ation or 
the Articles of As~ucl(tli(ln. however, within tive years from joining the company at 
Ihe lalt!$l Ouring the existence of [he company. its members may nOI demand lu have their 
deposl ts returned. 

A member, who has not p<\id his monetary deposit within the stipulated deadline, will 
have 10 pay annual interest 01 20 per cent of the sum in arrears. If such a member does not 
fulfil hiS duty to pay the outstanding amount within an addilional period of no less than three 
mOOlh~. he may be expelled from the company. 

The nghts and duties of a memher and his corre~ponding participation in the rompany 
are determined hy the member's -commercial quotient". which is caiculaled as the ratio of 
his investment in the comp;lOY and the total company's basic capital (§ 114). If 
the Memornndum of ksocI<ttion so permits. a member may transfer hi!) commercial 
quollent to another party· ... uhject to approval oy [he General Meeting On (he de.1th of 
a member. his commerciitl quotient will be transferred to his heir. The company is nol 
pt!rmilled 10 acquire its own c.ommercial quotients. 

Memhers exerci~e their rights to manage and supervise cumpany activities by 
participating in Ihe (;cnerill Meeting, which is the highest body of the company. 
The lieneral Meeting IS convened at least once a year. It approves the annual financial 
statement and the distribution of the profils (or the cover of the losses). approves or amends 
the Memorandum of Association and the Artides of Association, appoints and recalls 
company executive~. expels memhers of the company, if need be, and may decide ahout 
the company's winding-up 

The (~cneral Meeting rulc!\ hy it simple majority of VOles of the memhcrs who arc 
present~ a [Wo-thirds' majority of votes is required for L-ertain decisions. 

Executives are appointed from among company members or other: individuals by 
[he G~neral Meeting. "Ihe executives t;lke decisions by majority vote. "Jbey are subject to 
the ban on rompctillvC'cundul:l. 

If the (l.)mpany has more Ihan twenly members, it will establish its Supervisory Hoard. 
which Will he c()mpri~ed of no Ic~ Ihan three persons. The board will supervise executives' 
aClivitlcs, and in!>pcc.;t hu~inC!\!> UClCUlllcnls ilnd the annual tinancial statement. 
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Each memht::r of the company is entItled to a part of the profits. proportionate to his paid 
up investment deposit into the company. The profits for distribution among company 
cnembe~ may not be drawn from the financial means which make up part of the registered 
capital. from the fini\ncial means of the reserve fund, or from the financial means for 

supplementing the reserve fund. 
In the case of losses. the General Meeting C<ln be entitled to require company members 

to cover them In (tn amounl of up to fifty pt!f cenl of the company's registered capital. 
The mmpany may be wound-up either by a court ruling. by a resolution of the General 

Meeting or for a reason stipulatt!u In the Memorandum of Association. Prior to liquidation, 

the Gen~ri\1 Meeting will tlppoint il liquidator. Every member is enlilled to receive a portion 
of the liquitla(Ion halance, in proportion (0 his paid-up invesrmenl inlo [he company. 

4/ A Joint-Stock Company 
in Czech - akciova spoleenoM- . 
in German" Aktiengesellschaft- ~ 

the relevant provisions are contilincd in Articles 154-220 of the urnft Commercial Code. 

A jOI nt-stud: ctlmpi-my is a UlIllPilllY whllse capital stock is divided into a certain number 
of shares o( a ~rtatn nominal value. A joint-stock company may be established by one 
founder. provided that the founder is a legal entity; otherwise by two or more persons. 
The oompany is liable wi th its entire property for a breach of its obi igations; the shareholder 
does not bc<\r liflhility for the ohligations of the company. ~':?a;, t~ 

The vfllue of the company's C<lpll.ll sInd, may not be less than H(l,OOOerowns (about 
3) 'n::> we us dollars) Unlike the Economic Code of 1 QQ{), the draft Commercial C.ode does not 

stipulate the minimum value of one shan:: in order to facilitate the large-scale privatisation 
of state-owned properly. 

The business name of a jllinl-stlll'k company mu~t include the designalion 
~ akciovti spoit:cno\l- . or the ahhrevititinn - a~.~ ._'1, h ... tr.~. ~ " 

If a.joint-stock company is est<lbli5hed hy one founder (i .e. by a legal entity), the founder 
will prepare a Founder's Deed~ if it joint-slock company is estahlished by two or more 
persons. they Will draw up a Founding Contract. which must include: 

the hu~inc~ name. lhe ~eat of the l:'tlmpany and its business activities, 
the prnp<lsed amount of the Clpi tal ~fock. 

the nurnncr ohhares .. nd their nominal value. ifshares of different classes are to be issued. 
(hen also their u~ign;'lilln, and .. ~I~xitic;'tion of the rights all:lchcu to them, 
the SUhslTlhed tkpo~its III indivH.lual h1unders. 

l 

- dCI<lil~ 01 Illln-'uunctary Hlve~tmcnL" and their apprais;". 
~ 

Shoukl" joint-srock cornp.IOY he ftlunucd on the basis of <I <:<ill (ll ~uhscribe shares. then 
the Founding ('ontritcl must also specify: 

(he pku..'l! and timing of share suhscriptilln. 
the prOl:cuurc III I~ adopted in Iht! cast: llf it higher subscription (i.e. if shares are 
suhscrihed in excl:..'S of the propo~tllApital stock). 
the plflcc ttl pay for parts llt' suhscril'lt.:d shares and the the relevant amounts, 
the pruccdure Illf olnvening Ihe Constituenl Genenll Meeting of suhscrihers. 

8EST AVAILABLE COpy 
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A call to subscnbers must be properly publicized. Subscribers will pay at least 30 per 
cent of the nominal value of the subscribed shares prior to tbe-company's entry into 
the Companies Register; they will be given a certificate of their deposits. 

The Constituent General Meeting will be held within 60 days from the last sucx:essful 
subscription of shares. Such a meeting will constitute a quorum. if attended by subsaibers 
representing at least one half of the subsaibed shares. The meeting will decide on 
the rompany's founding. approve the Artides of Association and elect company bodies. 

Upon the entry of a joint-stode company in the Companies Register, the rompany will 
issue interim rertificates lO its subscribers. An interim rertificate.is a security issued in 
the name of the holder. It will be exchanged for a share or sha~ when the nominal value 
of such a share or shares has been paid. :~. :\t.,. 

A share is a seolliry giving a shareholder the right to participate in the company's 
management, in the profits and in the liquidation balance,should therompany be wound-up. 

Shares of different classes and of different values may be issued. A share may either be 
registered in the name of the shareholder,or it may bea bearer share. A bearer share is freely 
transferable by being handed over. A registered share is transferable by an endorsement and 
by passing the share over. The company will keep a list of shareholders having registered 
shares. 

The rompany may deade to issue employee shares;. these will be in 1ll.e form of 
~/..11I- 8t.~ ?ftAf~.v Tf" ~ __ 

registered shares. The total amount of employee shafeS\arost not exceea....l~r cent of 
the capital slOck. Employee shares may be transferred only among current and retired 
employees of the rompany. 

The company may also Issue preference shares - with preferenre rights ronreming 
dividends. The total nominal value of preference shares may not exceed 50 per cent of 
the capital stock. 

It is further permitted to issue debentures of up to 50 per rent of the company's capital 
stode The debentures may have rertain rights attached lO them, e.g. the right to demand 
the issue of shares at a speafied time, or the right to the pre-purchase of shares for 
the nominal value designated on the debentures. Otherwise. on the expiration of a specified 
term. the debentures will be redeemed for a stipulated amount and agreed-upon P('()reed.s. 
It is important to note that the issue of debentures does not increase the company's capital 
stock. and debentures do not carry shareholders' rights. 

The highest body of a joint-stock rompany i~ its General Meeting consisting of all 
present shareholders. A General Meeting is convened at least once a year. It will constitute 
a quorum if shareholders. who have subsaibed no less than 30 per rent of the capital stocle. 
are present Decisions are taken by a majority vote, unless the Commercial ('..ode, or 
the Artides of Association. require another majority. 

The General Meeting is aUlhorized: 
to amend the Artides of AsSOl.;alion. 
10 elcl:1 and recall mcmhcrs of Ihe Board of Directors (unless theSe are elected by 
the Supervisory UoanJ), 
to eled and recall membcr~ of the Supervisory Board and other company bodies. 
to approve the annual linant:ial statement and the distribution of profits. 
10 decide on the wmdlng-up of the company and other maners. 

"h rl.(t/cf/ {fA" '.t~ dA.~ dteua.....t.c. f ~~r//£?-· rC aa,.~ I~ 
8 f tl(~iu.u..J 
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The (,eneral Meeting elects a Chairman. a minutes clerk, two persons to verify 
the minutes and persons to counlthe votes cast. 

A joint-stock company is managed and represented by its Board of Directors, who are 
elected to their office for no longer than 5 years. The Board of Directors will have no fewer 
than 3 members. Shol:lla ft rempany @m~(:ly mere thAR 50 employ@@s, thell at ~e 

membeT ef IAe Be&f4-~f Directors wiILbe-eleaed-frem amftftS the @mplo;recs' ranb. 
Members of the Board elect the Chairmi\n. 

The activities of the Board of Directors and of the company are supervised by 

the Supervisory 11\),Hd. consisting of no fewer than 3 members. elected for a maximum 
period of 5 yeRrs. Two-thirds of the Supervisory Board members are elected by the General 

Meeting and one third by the employees, provided that there are more than 50 Cull-time 
employees at the lime of election. 

The joint-stock company will regulate further details in its Articles of Association, 
approved by the General Meeting, 

The only obligatory fund, which a joint-stock company must form on its founding, is 
a reserve fund that will be supplemented annually from the company's profits. 

-The (,eneral MeetIng of it joint-stOCk company may decide - by a two-thirds' majority 
of votes - il bout the I ncrease or the reduction of ilS capital stock. Such a change must be 
properly recorded in the Companies Register. 

The General Meeting may also decide aoout the winding-up of the company. Should 
such a decision be t<lken. the General Meeti ng v..:ill also appoint a liquidator. After satisfying 
all creditors' claims. the company's liquidation balance will be distributed among its 
shareholders In proportion to paid piHLS of the nominal value of their shares. 

In addition to husiness comptlnies. co-opert\tives may also be engaged In business 
activilies, 

5/ A .s':o-operdtive 
in CZech -druistvo" 
Ihe relevilnt provi~lon~ are included in Art ides 221 to 2600flhe draft Commercial Code. 

A CO-orl'(.:rilllve ii~rl(;liIl~ a numher llf memhers and is ~tahlished tll undertake business 
activi tit!s, l)r to satisfy the eUlnomic, ~oQal ur other requirements of its members. 

A CO-opcrtllive must hitvC no Ic~ lhitn 5 members; this dues nol t\pply. if at least 2 
memoers Me legal cnlltie~, 

The hUSJllell~ n"me (It iI clI-operative includes the de:signatiun -druZstvo". 
A co-opcriltive i~a legal elltily "ndls entercd into the Companies Register. 'I be co-uperative 
is liahle for a hreach of ib obligations wilh all its property~ members or the co-operative do 
not bear liahilitY'for the co-operntivc's ohligations. 

The l"l<lsl(; l:<'pilal tIl" a l.:u-opcralivl' is the tol.<ll of (III the memhcrs' deposits. which 
the members hilve undertakcn to pity. '111C condition for mcmhership in (I co-operntive is 
the P-lymenl IIf a nlt:mbcr..hip dcpo~il. either in full (the hasic membership deposit), or in 
part (the enlry (.kpo~II). Membership n~hl\ (lnd ohligations may he transferred 10 another 
member of Ih(' l"O-4 I Ix.:r.llive, unless the l-o-opc!rntive 's statutes pnlVide otherwise. 

f?EST AVAILABLE COpy 
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A co-operative is founded at its constituent members' meeting. which will determine 
the amount of the registered basic capital. will approve the statutesy will elect [he Board of 
the Co-operative and the Auditing Commission. 

The total of the paid membership depoSits must amount to no less than one half of 
the registered basic capital pnor to the registration of the co-operative. 

The bodies of a co-operative Are: 

the meeting of the co-operative members. 
the Board, 
the Auditing Commission. 
The highesr body of a co-operntive will be a meeting of its members, convened at least 

on£% a year. Its authority is similar to that of a General Meeting of a joint-stock oompany. 
The activities of a co-operarive will be managed by the Board, headed by the Olainnan, 

and supervised by the Auditing Commission. Members of the first co-operative bodies. 
established after the foundation of a ro-operative. may be elected for no more than 3 years, 
otherwise the term of office is up to 5 years. 

A ro-operative with fewer than 50 members may stipulate in its statutes that 
the activities of both the Board and the Auditing Commission will be fulfilled by 
the members' meeting. 

A ro-operative may be abolished by a resolution of the members' meeting. a dedaration 
of bankruptcy. by a court ruling. or by the expiration of the period. for which 
the co-operative was established. A co-operative will officially cease to exist when struck 
off the C.ompanies Register. 

Establishing and running a company in Czechoslovalda is a challenge. It does require 
a persevering person, ready to overcome everyday problems. Business opportunities are, 
however, numerous. Good luck! 

18 October 19Q I 
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THE DRAFT COMMERCIAL CODE 
PART TWO 

BUSINESS COMPANIES AND CO-OPERATIVES 

Chapter I 
Business Companies 

General Provisions 

i56 
(1) A business company (hereinafter referred to as a "company'") shall be a legal entity 
(a legal person) founded for the pUfiXlSe of undertaking business activities. Companies may 
take the following forms: a general commercial partnership (i.e. an unlimited liability 
company), a IImitcd partnen;hip, a limited liiloilily company and a joint-stock company. A 
limited liability rompany and a joint-slock rompany may also he established for other 
purposes, unless prohibited oy a special Act 
(2) Natural persons as well as legal enllties may become founders of a company and 
participate in its ouslOe5S activities, unless this C.ode stipulates otherwise. 
(3) A minimum number of rwo founders shall he required to establish a company, unless 
othe["'Hise stipulated hy this Code. 
(4) A natural person or a legal person (a kgfll entity) may become a partner with unlimited 
liability only in one company (partnership). 
(5) Provisions alnccming ditTerenr ronns of OJmpanies shall stipulate the extent of 
the partners' liahility fnr their company's obli£iltions. Provisions on liability (Article 303 
and tbe follOWing Nllcin») shall ilpply to the p;lrtnen;' liability unlc~ other provisions of 
this QxJe specify otherwise. 
(6) The partnes sholl maint4lin liability for their company's Obligations after the company 
has ceased 10 exil - ilnd 10 the same extent as they did during the company's existence. 

§57 
(I) A company ~hall he founded on the basis of a Memorandum of Association 
(a partnership cx.:>nlrnct) signed hy every founder, unless other provisions of this Code 
stipulate differently. "lhc founders' signatures must be omcially authenticated. 
(2) The Mt!~lraIHjufll of Asso!.:iiltilln (Ihe partnership contra!.:t) may also be signed for 
a fountlcr hy a ~~lln i1ulhorizcd 10 do so hy Ihe l><Iid founder. The power of atturney - wilh 
an oftiLially iluthcntil.ltccJ signature of the founder - shall be enclosed with 
the Memorandum 01 ~ .. ociation (the parlnen;hip ronlrad). 
(J) When thIS ('ode permits the cSLlhlishmcnt of a !.:ompilOY hy a single person, 
Ihe Memorandum of Assol.;atinn (the pt1rtncr..hip contract) shall be substituted by 
a Founder's Deed ill the form uf il notarial record, unless stipUlated otherwise hy law. 
lne Foundcr·s Iked ~hall rcquire thl' "ilme nCl"~sMy items iiS the Memorttndum of 
Associiltion (Ihl' parlnership contr;u.:t). 
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§58 
Initla' Assets (Basic CapItal) 

(I) A company's initial assets shall be the lotal of its partners' monetary and non-monetary 
investments into the company. 
(2) II shall be obligatory both for limited liability companies and joint-stock mmpanies 
to deposIt initial assets. The amount of the initial assets shall be entered into the Companies 
Regisler 

Ea('h Partner's Investment 

§S9 
(I) A total of financial and other assets, whose values may be expressed in monetary terms, 
and which the partner has pledged to invest into the company, shall constitute each partner's 
investment into the company. Such investments shall entltJe the partner to share in 
the proceeds of the rompany 's business activities. 
(2) Should part of the initial assets of a company oomprise non-monetary investments. 
the Memorandum of Association (the partnership contract or the Founder's Deed) shall also 
stipulate the manner of assessing !:>uch investments. unless otherwise detennined oy law. 
(3) Should an enterprise or its part he invested into a a.:>mpany. provisions on the transfer 
of rights and obligatIOns ronceming the contract of sale of the enterprise shall be applicable, 
(4) Should an Investment or i~ part take the form of the transfer of a claim, provisions on 
the dairn lransfer shall be appropriately applicable. 

§60 
(I) Prior 10 a rompany's registration, the founder - entrusted to do so in the Memorandum 
of AsSOCiation (the partnership rontrild) - shall oversee the deposits of the money, 
The company shall acquire ownership rights to such investments starting on the day of 
the company's registration. Prnvl!:>lnn~ on Ihe transfer of ownershi p rights to real estate shall 
not be hereby itlreeled. 
(2) N'ter the company's regl~(rallon, the person in chitfge of the monetary investments 
shall be obliged to ~ss these amoun~ to the company without any undue delay. Should 
a company fail to be founded, the person in charge of the monetary investments shall be 
obliged In relurn them. The uther foundcrs shall bear liability for the fulfilment of this 
obligation JOIrJlly and !:>everally. 
(J) Should thc vflluc of a non-OInlll'tary investment not reach the originally agreed-upon 
amounl by (he time of the cOOlpany"~ rcgislmtion. the company ml'ly demand the payment 
of the dllTcrcnl..:e In c.l~h, unl~~ the Melllorandum of ~sociation (the partnership contract) 
sllpulflte!'l olherwl~e 

§61 
Partners' Shares of a Company's Property 

(I) me !>hilrc~ ()f it comp .. 'ny's prnpcrty shall determine the extent of a partner's shflfc in 
its net assets. 
(2) When a partner Icrminfltes hj~ ~harc in a company's property while the rompany 
continues to exiM, Ihe ~id partner ~hilH he entitJed to reimhursement of his property share, 
The amount to be paId 10 the said parlner shall he determined on the basis of the annual 
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ti nanodl statement tor the period in which the said partner's propt!rty share has been 
tenninated. 'The reimbursement shall be paid in cash. unless otheI"'Nise stipulated by law, 
the Memo~ndum of AssociatIon (the partnership contract) or the Artides of Association 
the statutes). 
(3) The seltlement amount 10 be reimbursed to a withdrawing partner shall be payable 
three months afler the approval of the annual tinanaal statement, unless the Memorandum 
of AsSOCIation (the partnership contract) or the Articles of Association (the statutes) 
stipulate otherwIse. 
(4) Should the company be dissolved and the company's dissolution be connected with 
its liqUIdation. a partner I n the comp<lny shall be entitled to receive an amount - proportionate 
to his property share - from the liquidation balance. 

§62 

Company Formation 

(1) A company shall be formed as such on the day on which it has been entered in 
the Companies Register. An application for regisl.rntion musl be submitted within ninety 
days after the company has been stMted. The court may forgive non-rompliance with this 
deadline. 
(2) A company ~hiill be established for an unlimited period of time, unless it is explicitly 
spea tied that the company is established for a definite period of time. 

§6..1 
AJI legal actlnn!:> which lXlncern the cstahlishment, registration. modification, 

dis5()lutlon (wi nding-up) Clr the temliniltion of a company must be recorded in writing~ 
the Ii"lW ~tirulllles which legal actions shilll require the form of a notarial record. 

§64 
(1) lintll [he \.·llm\kiny I" rc.:gl!:>tc.:rcc.i, its founders - or one of them - ~hall act on behalf of 
the wmpilny In Illallers rclatet1 to the company's fonnation, unless this Code or special 
regulations stipulate otherwise. 
(2) Until the day of a comp;lOy's registrntion. its founders shall bear joint and several 
113btlity for the obligatIons which any, or all. of the company's founders have entered into 
on behalf of the company. 
(3) Obligiitions referred to in paragrnph 1 ahovc shall be assumed by the company at 
the moment of its registration. unless the company refuses to assume such ohligations within 
three months. . ." • §65 

The Ban on Competitive Conduct 

(l) Provisions concerning different types of companies shall determine which persons, 
and to what extenl, shall be subject to the oon on competitive conduct. 
(2) A company shall be entitled to demand that any person, who has infringed upon this 
ban, shilll rclingui~h any profit made from It business transaction that resulted from a breach 
of this ban, or 10 transfer the rights ensuing from such a transaction, to the company. This 
shilll not affect the L'Ompany's right to indemnity. 
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(3) The company's rights ensuing from paragraph 2 above shall beoome null and void 
unless these rights shall be applied within three months from the day, on which the oompany 
learned of this fac~ or within one year at the latest from the time that the infringement of 
the ban occurred. 

§66 
(I) Persons, who are members of a oompany's statutory bodies or other bodies, may resign 
from their posts~ however, they shall be ohliged to notify the bodies, whose members they 
are, or the body that elected (app:>inted) them to the pos~ from which they are resigning. 
Their performance of their duties shall end on the day, upon which the body that elected 
(appointed) them discusses or should discuss their resignation. unless the Memorandum of 
Association (the partnership contract) or the Artides of Association (the statutes) stipulate 
otherwise. The body shall be obliged to discuss such persons' resignation at the next meeting 
after having been informed of the resignation. unless the Memorandum of Assodation 
(the partnership contract) or (he Artides of Association (the statutes) provide othef'Nise. 
(Z) The relations between the company on one side and a member of its statutory or 
another body on the other side, shall be appropriately governed by the provisions on 
the mandate agreement. unless a mutual contract (agreement) or other provisions of this 
Code sti pulate otherwise. 
(3) Unless the Artides of Association (the statutes) or the Memorandum of Association 
(the partnership contraa) stipulate othef'Nise, the statutory and other bodies may pass 
resolutions only if over half of their members attend the meeting. The Olairman's vote shall 
be decisive in the event of a draw. The Artides of Association (the statutes) or 
the Memorandum of Association (Ihe partnership contract) may permit voting in writing or 
by another means of communication if this is agreed upon by all members of the body 
concerned. The voting members sh;dl he then regarded as present allhe meeting. 

§67 

lne Reserve Fund 

(I) Should this Code require the establishment of a reserve fund, the fund may only be 
used to cover the company's losses or to take measures that would ease an unfavourable 
financial situation of the company. 
(Z) The reserve fund shall take the form of financial means dep:>sited in a bank account, 
or of property values that can be quickly liquidated. 
(3) The company's profits may only be determined after supplementing the reserve fund 
in accordance with this Code. the Memorandum of Assodation (the partnership contract) 
or the Artides of Association (the statUles). 

§68 

TIle Windin~-lJp and Termination or a Company. 
(1) A business company shall cease 10 exist on the day it is slrucK off the C.ompanies 
Register. 
(2) The company's aholishment shall he preceded by its winding up. either connectoo.wilh 
the company's liquidation or withoul its liquidalion; Ihe lalter shall be applicable only if 
the company's assets and liahilities are transferred to its legal successor. 
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(3) A company shall be wound-up: 
(8) upon the expiration of the period of time, for which it was established; 
(b) on attaining the purpos~ for which it was established; 
(c) on the date. which a resolution of the partne~. or an appropriate company's body, has 
stipulated as the final day~ otherwise on the date upon which such a resolution was adopted; 
(d) on the date given in a court's ruling for the company's winding-up; otherwise, on 
the date ufXln which a rourt's ruling shall become effedive; 
(e) by a resolution of the oompciny's partne~ or a rompany's authorized oody on merging 
or dividing the company or by its transformation into another form of business company or 
a co-operalive; 
(n by declaring oonkruplcy proceedings or rejeding a proposal for bankruptcy proreedings 
due to lack of property. 
(4) Should the scope of activities of the company's statutory body nol be taken over by 
a liquidator or an administrator of the bankruptcy assets, after the company's dissolution. 
that body may carry on its activities only to the extent required for the company's 
liquidation. 
(5) If a move 10 declare bank.ruptcy proceedings has been rejected for any reason other 
Ihan a lack of company assets. the company shall not be oonsidered wound-up. Should there 
be some assets left after the bankruptcy proceedings. the liquidation of the company shall 
be effected. 
(6) Based on a petition from a stale body or a pe~on, who has proven his legal interest, 
Ihe court may rule on the winding-up of a company or its liquidation in the following 
instances: 
(8) in the case thaI no General Meeting has been held for [wo years, or in the case that no 
election 10 company bodies has tlken place while the company bodies' terms of office have 
been expired for more than [wo yea~. or in Ihe case that the company has not undertaken 
any activities for over two years~ 
(h) in the else that the company has lost its regi!>tralaon and cannot rontinue its business 
aClJ vit ie!>~ 
(c) in-the case that Ihe prerequi~iles mand.iled by law for the establishment of the company 
have ceased to exist. 
(7) Prior 10 the adoplion of a decision 10 wind-up a company, the court may set a tenn to 
enable Ihe company in que!>lion 10 elimi.nfltc Ihe rcasun for which the company's winding-up 
has heen propo!>cd. . 

§69 

! A ('ompnny's Windin~-up without Liquidatiun 
S 

(1) Shuuld a romp.1ny be wound-up voluntarily. it may be simultaneously decided that it 
shall be lransformed inlo another form of comp;tny or into a oo-operalive, or shall be merged 
with another compnny. or shall he divided. This shall not affect any limitalions set by 
a spe<..;al AcE. 
(2) In the case of a compilny's Irflnsformillion, Ihe hitherto existing company shall be 
wound-up wi thoul I iqui d.1 tion, if all the prc-requisi les for the estahl ishment of the successor 
company or co-operative Me met on Ihe day lhilt the proposal for the hitherto existing 
compiiny is !>uilmilled and the hitherto exisling company is 10 be struck off the Companies 
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Register. A proposal 10 enter a successor rompany or a suca:ssor co-operative into 
the Companies Register must be submiued simultaneously with the proposal to stri~e off 
the wound-up company. The Register Court shall strike off the wound-up company from 
the Companies Register and enter its successor company or co-operative in the Companies 
Register on the same day. Should the conditions for the entry of a successor company or 
co-operative not be met, the wound-up company shall be subjeCl to liquidation. 
(3) In the case of a wound-up company's transformation into a new company or 
co-operative. all the assets and li(loilities of the wound-up company shall be transferred to 

its successor company or co-operative. The partners shall bear liability for the ohligations 
of the wound-up rompany [0 [he hi therto extent even after the establishment of its successor 
company or co-operative. The same shall apply in the case of a company's merger. 
(4) In the case of a wound-up company's division, the assets, and liabilities of 
the wound-up company shall be rrnnsferred [0 its successor companies in a ratio to be 
stipulated by a resolution on the wound-up company's division. 
(5) Each of the partners' investments into the wound-up company shall be considered as 
investments of the same amount into the new company or co-operative, unless the resolution 
concerning [he d,vision of the wound-up company stipulates otherwise. 

Liquidation of a Company 

§70 
(1) Should <til assets and li(loilities of the compimy not have been trnnsferred to its legal 
successor (§ 6Q), [he Iryu,dation ~h(lll he executed according to lhis Code, unless a special 
Act stipulates (lnolhcr manner of property settlemenl. 
(2) A nOle aooul the company'~ liqurdtllion ~hall be entered inlo the Companies Register. 
During the liqUidation. the business nilme (If rhe company shall be supplemented with 
rhe words - in liqUldal,on-
(3) When a n(lle .1bOUI Ihe l:ompiUlv·~ h'-!uidation is made in the Cumpanies Rcgi~rer, 
the powers 01 [he statulory body - cnlilled tu act on behalf of the company - shall be 
transferred to a liquidator, whose n(lmc shall also be entered in the Companies Register. If 
several liquidators (Ire appointed and their appointment does nOl specify otherwise. every 
liquidator sh(lll have these powe~. 

(Translator'S note: The drnfl Commercial Code uses the term -liquidator- and so does 
the JOlOt-Stock Comranu~ Act No 104/1 QQO ColI.~ the Bankruptcy A<..1 No. 32Q/1991 Coil. 
of 11 July lQQ) U5e~ the tenn -(ldmini~trator-.) 

§71 
(I) A liquldilhlr ~hall he appointed by Ihe company's statulory body. unless otherwise 
stipulated by law, the Memorttndum of ~socialion (the partnership contrad), or 
the Articles of Association (the st.atules). In the case thai the statutory body has failed to 
appoint a liquidator wilhout undue delay, a liqidtllor shall be appointed by the court. Only 
a natural person may become a liqu,dalor. 
(2) Should the cumpany be liquidillcd on the 1l.1sis of a court's ruling. then the court shall 
also appoint a liquid.1tor. 
(3) Should the liquidator oecome dcceased, give up his powers or become unable to 
exercise them, a new liquidator shall be appointed in the same manner as his predecessor. 
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I 
.The name of the new liquidator shall ~ entered i~ t~e C.Q~panies Register and replace. that 
IIlfhis prcdeces~r. The court shall C\p~\Ot a new liquidator In the case that the body - entItled 

(0 do so according to paragri\ph I . has ftliled to ap(X>int a new liquidator without undue 

relay. 
4) [rrespectlve of the manner of the liquidator's appointment, the court may recall 

the liquidator upon the proposal of a person. who has proven his legal interest in the maner, 

t hoUld the liquidator breach his duties. The court shall appoint another person to succeed 
he rec:llled liquidator. 

(5) A liquidator shall he re~ponsiblt! for the pcrfcmnance of his office in the same manner 

las a member of a statutory h<xIy. . 

§72 10) :\ 114ul~tor shall unJertaKc only those legal actions on behalf of the company, which 
are aimed al the comp,my's liquiJalion. In exercising his duties, the liquidator shall settle 

I the company's ohligations. tile dalms and accept their ful(ilment, represent the company 
before c()urt~ and other {luthontles. conclude conciliatory agreements and agreements 
concerning the change anJ the termination of the company's rights and obligations. He shall 

I COnciUJe new COnlraClS only With rcspeClto the termination of unsettled business deals. 
(2J Shuuld the· liquidator ascertain that (he company in liquidation is overburdened with 

debts, he:: shall propose to dt!~are bankruptcy proceedings without any undue delay. 

I §ri 
'rne Ilyulualur shall n(llily illl the known creditors of the faclthat the rompany is under 

IliquiuallCJn. I Ie shall also puhflcize the f{ld that the company is in liquidation together with 
a notice to the company's creditors. as well as to other persons and bodies concerned to file 

I 
relevant claims. or apply other rights within a stipulated period of time which may not be 
shorfer than three monlhs 

I §74 
The liquid{ltor shall compile a halance sheet as of the initial day of the liquidation and 

shall be ohliged to send C\ review of the company's assets and liabilities to every shareholder 

Ion request. . 

§75 I OJ /~ of the final day ()f the liquidation, the liquidator shall suomi' for approval 
a liniinclal ~tateDlcntto all shareholders. Simultaneou~ly, the liquidator shall submit a report 

I on the cuurse of the liquidation lind a proposlIl concerning the distribution of the residual 
liquidation assets (Iiquidiltion hat.lnU!) among the ~hareholders. 
(2) 'rne liquidation onl;\Oce may he used t() mecllhe claims of the company's ~hareholders 

I (pMlners) only afler the daim~ of all known creditors have hcen seuled. 
. (.3) Should a dispute Mise ()ver a daim. the liquidation balance may only be distributed 

after the settlement of the S4lid dnim. I (4) Within thirty Jay~ lifter the end of the liquiJlItion.thc liquidator shall submit a petition 
to the Register Court for Ihe clImp;any 10 be ~Iruck otT the Companies Register. 
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(5) Compensation for the! liquidator shall be stipulated by the company's body, which has 
appointed him. In the case thaI the liquidator has been appointed by the court, then the court 
shall determine his compensation. 

A General Commercial Partnership 
(Verejna obchodni spolecnost) 

General Provisions 

§76 
A general commercial partners hi p shall be a rompany in which at least fWO persons carry 

on business activities under a common business name and bear joint and several liability for 
obligations of the company with all their property. 

(Translator'S note: -verejna obchodni spoleenosr" is sometimes translated as a "public 
trading company- or a - public commercial company"" which is misleadi ng ... Vefejna 
obcbodni spolcenosr is, in facl, an unlimited liability company, in German "orfene 
Handelsgesellschafr·, ,15 ensues from the following provisions. It is a kgal entity under 
Czechoslovak law) 

§77 
The business name must include the designation "vefejmi obchodni spoleenosr which 

may be substituted by the abbreviation -ver. obch. spol." or .. v.o.s .... Should the business 
name include a surname of at least one of the partners, it shall be suflicienllo add"(1 spot ... 

§78 
(1) The partnership contract shall include alleast the following: 
(a) the business name and the address of the general commercial partnership. 
(b) the business Mme and the address of the partners, 
(e) objects of the busin~s activities. 
(2) AJI the partners shall sign a propoSc11 rcque!>ting that the company's name be placed in 
the Companies Regi~ter. 

Partners' Rights and Duties 

§79 
(I) The partners' righ~ and t1utl~ ~halJ he governed by (he partnership rontrad. 
The provisions of §kO, pilragraphs 2 and 3, and §82 shall only apply should the partners' 
rights and dUlies not h;lve been ~pecilicd in the partnership contract in another manner. 
(2) The conM::nt of all partnen. ~hall Ilt! required for any amendment to the partnership 
conlraL1. 

§80 
(I) The partners' monetary and c.apital investments shall become the property of 
the company. A partner shall be ohliged to provide his promised investment within 
the period of time stipulated in the partnership contrad (agreement), otherwise after 
the registration of the company without any undue delay. 
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(2) ~ l1i1 :-1ne~ ~nni I ~ I ;r.~'e 10 p<l)' 20% i nteresl on the unprovided amr • any part of 
IS contn ()utlon I!> uelaved. 

" (3) A partner shall not be obliged 10 increase his deposit i'lbove the amount specified in 
Ihe partnel'"5hip conlrnct. nor to supplement this amount in the event of any company losses. 

§81 

I I) AJlthe partners shall be entilled 10 manage the business of the company. In such a case, 
ny deClsion would require the consent of all the partners. 

(2) Should one or several partners be authorized by the other partners to manage 
.he company fully or partly acc.:ording to the partnership contract, the other partners shall 
aelinqulsh their authority 10 mi'lnage the company [0 the same extent. The authorized 

partners shall be obliged to abide by the decisions made by a majority of the partners. Every 
a>artner shilll have one vote, unless the partnership contrad stipulates otherwise . 
• 3) The authorization of a partner may be waived if so agreed by the other partners, unless 

the partnership contract stipulates differently. Should an authorized partner breach his duties 

I § 345, p;uaglt\ph 2). the court sh;dl wIthdraw his aUlhoriztttion upon a petition from any of 
he 01 her partners, even If the authonzation is irrevocable according to the partnership 

contrad In ttllS case the provi~i(ll1!> lIf parngrnph 1 shall ttpply, until the partners agree upon I new 3UlhllnUltion. 
(4) The portner. who has been entrusted to mttnage the business matters of the company, 

.~hall he ohlaged to inform the olher partners about all company mallers upon request. Every 

.... anner !:lhall Oe entitled to in~pect the entirety of the company's documents. 

§R2 1(1) Pr("lti~ designated for <.ilstrlhu\lon shttll be divided <tmong the p(lrtners in equal 
proportions. The distrihutlon of profits shall be h(lsed urx>n the annual financial statement 

l
and the pr("lfiLc) shall be payi\hle wllhln three months from the day of the approval of 
the illlnU;'I1 linancl;'I1 statement 
(2) II [he fJroli~ ;'Ire UiVH.h,:u.lOlllng the pnrtnc13 e4utt11y, the partners shall he entitled to 

I receive lnlcn:sl on the amounts (If their deposits according to the interest rate determined by 
§502. The enllliementto rCCClvt! interest on deposiLS shall exist even if the annual finAncial 
statement reveals a loss, and !>hnll have priority over the eniitlements that ensue from 

I the proviSions of pnragrnph 1 aoove . 
(3) The partners s/;)(lil hear equally any loss ascertained from the approved ttnnual finttncial 
statement. 

I §83 
AJlllthcr pailner mtty Join the partnership. or a partner may leave it, provided that 

Ithe parlner.:;hip contract is i\mended flccordingly and thAt at least [Wo partners remain in 
the rompflny. 

I §84 

The Bnn on Competitive Conduct 

I t\ pClrtner shall not he allowed to engi\ge in outside husiness activities in the srope of 
his ptlnncrship's business without ohlilining the consent of his other pttrtners. nOl even to 
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the benefit of other persons. The partnership contract may regulate the ban on competitive 
conduct otherwIse. 

Legal Relations to Third Persons 

§8S 
Each partner of a general commercial partnership shall be considered a statutory body. 

unless the partnership contract stipulates that all partners shall act jointly. 

Partners' Uahilities 

§86 
A general commercIal partnership shall bear liability for all its obligations with all its 

property. The company's partners shall bear joint and several liability for the company's 
obiigations WIth all their entire property. 

§87 
(I) Any parmer. whu ~huuld join (he company later, shall be liable for all the company's 
obligatIOns, which arose pnor to his association. Should such a partner fulfil the c.ompany's 
obligations, which arose prior to his joining the company, he may demand compensation 
from the other partners and redemption of related costs. 
(Z) Should a partner terrmnate his association with the partnership during the company's 
existence. the selld pilftner shall m;:lIntain liahility only for obligations. which arose prior to 
the termination of hi!> partner.-hlp 

()b~olutil)n and Liquidation of the Company 

§88 
(I) In addition 10 (he III~tancc~ !>llpulateO in § 6H. a company may also be dissolved in 
the follOWing cases: 
(a) by a notice of withdraw a, I submined by a partner no later than six months before the end 
of the calendar year, If the partnership contrad has been signed for an unlimited period of 
ti me, unless stipulated otherwise in the partnership "X>ntrad. 
(h) by a court ruling according to the provisions of §QO. 
(c) by the death of one of the partners. unless the partnership contract enables an heir [0 

become a partner and the heir llgrees 10 participllte in the company and at least two partners 
remain in the company, 
(d) by winding-up a legal entity which is a partner in the company, 
(e) by declaring b.1nkruptcy proceedings concerning one of the partner·s propt!rtics, 
(0 by depriving or limiting one partner's legal capat-Hlity to enter into legal acts, 
(g) for other rea~ons ~tipulated in the partnership contract. 
(2) If the reasons for the dissolution of the company correspond to those specified in 
paragraph I, letters (a), (b), (c), (d), (e) and (I). the remaining partners may decide to amend 
the company's partnership contract lind continue with the company's business withcwt (hlll 
partner's participation. 
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§89 

I 
I In Instances ~peCltied in §88, paragTflph 2. the fonner partner or his heir. or the former 

partner's legal successor may claim a proportionate part in the partnership's property. 
8ne amount ~hall be calculated hy the same method as the proportionate share in 

.e IH~uIJ,I[IOn balance (§ Q2) 

I 
§~ 

The Lllurt may JI~ol\le a cumpany hased upon the petItion of a partner, if it is proven 

that another partner has sub~Llntlally hreached the partnership contract. 

§91 'I) :--;hllUIJ the company nol he JI~s()l\led as a result of one partner's death, his heir may 
~Iy hi!> nghlS [0 succeed him In the company within one month after the inheritance 
~ceeJlngs have been rompieled. Hy doing so, the heir shall take over the rights and 
obligJtl\l(~ of the deceased partner as 01 the day of the deceased partner's death. The heir's 

l alm It· PMllclp.lle In the company mu~t he suhmntcd in writing and Ihe heir\ signature 
USI /"x. "II H .. I.1l1y ilulhentlcaled 

(2) \ .. hl"lr. v.hu h;i!> nnl cJ.llnlt:U hl~ n~ht to p;utlClpiite In Ihe company, shall be entitled 
• p.l\fllt·ll( 1/1 the [(Irm ul ,j pr(lp(1r1ll1n.lIe selliement shiHe of [he partnership's property 

II:corUi!lL; (d § X4 

(3) :::e prtlVI",IUns or p:lragr71phs lind 2 shall apply appropriately. if the deceased 

.nnn ,>.hdfe I::' Intwn led by ~L'vt"r:11 heirs, prOVided Ih<11 the rights stipulated In these 

91'0 v I '>1 (1[1::' .Ipply In e':ll.:h hClr tln<.i hiS ur her p.lrtlclpation. The deceased partner's share in 
the CUrJlll."IIIV ", property .. hall t .... : UlvIJt'J .Imong hiS heirs in the same mtlo as applicahle to 

.her Illncnt;lnL"C~ me heirs, v.hll Jl' nnt wi\ntlo participate 10 the partnership'S buslne::.s. 

Lil he ulmpcosi\led With Ihe tlpprnpn.l(e proportion of [he deceased partner's share. which 
they h.1 VI.' I nhenled "Tne heir.;, who Intorm Ihe company of their wish to participate in 

t ll1mplf1V. ",11.111 OcCOnlC Ihe l l'nlf'-lny'::. p:lrlners" Their share shall he determined 
)f(jillt.: 1" the ",IIC 01 Ihe un"t'.I",cJ p .. trlncr\ ::.hare In the compi\ny and :Jccording 10 

Ie heir"", j'rl'p(lrtJ('n 01 Ihe IlltlenLlno..: 

§92 
(I) Iii ItlL' L,I,>e ld ;j parlncr..tllp"::, JI~!>4"UI10n ronnected With liquidation. the partncrs shall 

I entlllt:d III a proportional!! !>hi\rt: (II Ihe "ljuldatlOn oolance. The Jiljuidalion halance shall 

(jr..1 JI,>lnhuted among Ihe partner., - proportIonately to their deposits in the rompany. 

Aftenv.lfci'>. Ihe rcsldualliquu.illlPIl h;iI.tIKC shall he dlstrihulcd equ.111y among the partners. 

I :--;hnulJ the IIljUld"lllln il.ll'IIll.C t't." Ill!>ulticicnl 10 redeem <111 Ihe partners' invl!Sted 
P<)'>.t'>. Ihe hquldalitln h;II;IOl't: ..,11.111 hL' divided an1c'Og the pilrtners in a prnportinnale 

manner 1'"1"'('1..1 ~n the rallo (It Ihelr dq)t,,>'I!> 
~1l1C !).trlner-hlp conlraCI nI:lY ,>lIpul.llc Ihallhc liquid<llion halaOl:e ~hall he di~lrihulcd 
i~il not hl'r 111;\ IlIlt:r 
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(2) Should the liquidation balance not suffice for distribution according to paragraph 1, it 
shall be distributed among the partners acrording to the same method as the distribution of 
profi ts. 
(3) The Memorandum of Association may stipulate another procedure for the distribution 
of the liquidation balance. 

A Limited Liability Company 
(Spolecnost s rucenfm omezenym) 

General Provisions 

§ 105 
(1) A limited liability rompany shall be a company whose registered capi tal (basic capital) 
shaH be made up of agreed de~its invested into the company by its members. 
(2) A limited liability company may be founded by one person. 
(3) The maximum number of members of a limited liahility company shall he 50 (fifty). 

§ 106 
The company shall be liable for any breach of its obligations with its entire property. 

Each member's liability for the company's obligations shall be limited to the amount of his 
investment depoSit into the o1mp<tny - as entered in the Companies Regi!>ter. A payment 
made by a member on hchalf of his limited liahility company - as a result of his liability -
shall be Included into the amount of his investment deposit into the company. or the member 
may require a refund from [he company. Should the member fail to receive the refund from 
the company, he may demand the refund from all of the other members - up to the amount 
of theIr shares in the rompany'~ registered c:api tal. 

§ 107 
The company's bUSiness name shall include the designation Mspolecnost s rueenim 

omezenym-, or the ahhreviation -spol. s r.o.-. Or -s.r.o, ... 

§ lOS 
(1) "Ine mJOimum amount of the company's registered capital ~hall be 100,000 
(one-hunored-thousand) CZechoslovak crowns. 
(2) A company's claim 10 the unpaid part of a member's proposed investment deposit and 
a member'~ claim again~1 his company shall nOI be mutually creditable· with the exception 
of a claim according 10 § 106. 

(Translator's nole: 100,000 Czechoslovak crowns is about 3,330 US dollars.) 

§ 109 . 
(I) The amount of a member'!> IOv~lmenl de~il into the company shall never be less 
than 20,000 Czecho!>lovak crowns. 
(2) Each member may t;tke part in the company's founding with only one investment 
deposit. The amounts of individual members' investment deposits may differ, provided thai 
such amounts arc oivi!.ihle hy 1,000 without remainder. The total amount of all individuaJ 
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'nvestments deposits into the company must correspond to the (otal amount of 
he company's registered capital. 

(3) Should non-monetary investments be provided, the Memorandum of A.ssociation must 

l
'nelUde the ohject of such investment, the method of determining its price, as wei! as 
he agreed-upon amount (0 be included as a member's deposit into (he company. 

§llO 
11) 'me Memorandum of AssOClillIOn must at least conl;rin the following data: 
"f8) (he nusiness name and Ihe ~a( of the company, 
161» the business name (name) and the seat (addresses) of the company's members. 
Ie) the scope of aCllvilies 

(d) Ihe amount of the regislered capital and the amount of each member's defXJsit into 
.e company when the company IS established and the schedule for members' payment of 
.vestmenl deposils into the company and the objects of non-monetary investments, 

(e) the name of the company's first executives and the manner in which they will represent 
lIhe company, .0 the names ot the memners of the first SUperviSOry Board, If established. 

(2) 'me Memonmuum of AsSOl:latlon may also stipulale that the Artieles of Association 

l hall be I~ued~ the latter 10 regulate In greater detail - the company's internal organisation 
,nd deal WIth some mailers rocluded In the Memorandum of Associalion. 

I 
§111 

1) Lvery pleuged Illvc::.lmenl Inlo Ihc company must be paid up to no less than 30 per 
cent pnor 10 the submISSIOn of the proposal for the company's entry into the Companies 

l eglster. The lutal of the pilld-up investment deposits together with the value of 
on-monetary Investments shall he no less than 50,{)(X) (fifly-thousand) Czechoslovak 

crowns . 
• ) In the event thaI the comp.lny IS est.ablished by one founder, Ihe company may be 
.nlercd I II the ('llmp;Hlles Regl~ter nn the cundltion that i~ registered capital has been fully 
paid up. 

I §1l2 
(1) A.II the executives ~h;t11 sign a proposal asking for the company's enlry in 

I e Companies Register. , 
) Enclosures to the propos;\l. ask...ing lor the company's entry in the Companies Register. 

shall indude uocuments as stipulated in §31, paragraph 2, plus thc following documents: 

I ) the Mcmortlndum of A~ol:iati()n or the Founder's Deed, 
) a ullcument to conlirm thaI the requiremenL' ~pcciCied in § 111 have heen fulfilled. 

So 

I l\1~mh~rs' Rights and Duti~s 

§113 

Ie
> A member shall he ohliged III pity up his investment deposit inlo [he company under 

condilions and wilhin any time limit scI by the Memorandum of Association or 
the Articles of Association. however, no lime limit shall be for more than five years after 

I e compilny's e~tahlishmenl. nor shall if he for more than five years ilfterlhe dale thar a new 
emher joins the company. 

I 2S 
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(2) A member, who has not paid up the pledged amount of his monetary detx'sit within 
the time limit stipulated in paragrnph 1 aoove, shall be liable to pay annual interest of 20 
(twenty) per cent of the sum in arrears, unless the Memorandum of Association or 
the Articles of Association stipulate otherwise. 
(J) It a member falls in arrear.; With the payment of his monetary deposit, the wmpany 
may call upon him and warn him that unless he fulfils his duty within an additional period 
of no le~ than three months, ht; may be expelled frum the company. 
(4) A member, who does nOI fulfil his dUly within the additional period of time, may be 

expelled from the oompany oy the gt:neral meeting. 
(5) The company may transfer the commercial quolient (§ 114) of the expellcd memher to 
another member or to a third party. A decision on such a transfer shall be taken by 
the company's General Meeting. 
(6) Unless a commercial quotient is transferred according to paragraph 5, the General 
Meetmg shall decide either to decrease its registered capital hy the said commercial quotient 
of the expelled member, or the other members shall take over the commercial quotient 
proporflOnately to their commercial quotients in the company. The expulsion settlement 
must not detrimentally effcct the regIstered capital. 

§ 114 
(1) A commercIal quotIent ~hall represent the rights and duties of a member and thereto 
corresponding participation In the company. It shall be determined by the ratio of 

. a member·s investment into the rompany and the rompany's capital. 
(2) Each member shall be entitled to only one commercial quotient. Should a member 
provide adultional investments. hiS quotient shall he Increased in proportion to the amount 
of his audi tional inve~tment. 
(3) One commercinl quotlcnt m;ty he owned by more than one person. Such persons shall 
perform Iht:.r nghts. cn!:oulng ((tIm the !:O(lid commerLlal quotient through a joint 
repr~t:nI.IIJvt: .. tnd ~h;rlllw;lr JI"nl lind ~cver(lilitlhilitv for Ihe payment of tht'lf dcpo..<,it into 
(he O)mr;1I1Y . 

§ llS 
(I) :\ mCfllht:r m(lY triin::.kr hl~ Ulmmercial quotient (0 another party on the Oasis of 
a contract ,f approved hy the General Meeting. 
(2) If the Memorandum of Association so permits, a member may transfer his commercial 
quotient to another party~ however, he shall bear liaoility for the payment of the investment 
depoSit by the party who has aCXJuired the said quotient. The transfer of the commercial 
quolient shall be effective as of the day on which the company has been notified of 
the tran~fer by the acqUirer. 
(3) A runlrnct on the tram-ler of the commercial quollent shall be done in wriling~ the new 
acquirer shilll ~tate Ihal he ao:cd~ to the Memorandum of Association and the Articles of 
Assooation ·Ine signatures !>hall be officially authenticated. 

§1l6 
(1) If a legal entity, which holds a commercial quotient in a company, is wound-up, its 
commercial quotient shall be transferred to its legal successor, however, the Memorandum 
of Association may exclude !:ouch a trtlnsfer to it legal successor of a wound-up entity. 
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I 
I ) On the dCiith of a member, hIS commercial quotient sh~ll be lra~fer~ to ?is ~eir, if 

is IS permllled by the Memorandum of AsSOCiatIOn, and If the heir clauDs hiS nght to 
become a member in the company within one month from the conclusion of the inheritance 

l roceetilngso By claiming his right, the heir shall laKe over the commercial quotient of 
e deceased member retroactive 10 the date of the laller's death. 

(3) Unless a L'Ummcrcial quotlcnt is transferred to a member's heir or a member's legal 
~ssor, the provisions of § In, paf7lp-aph 5 and paragraph 6 shall apply. 

§ 117 

I ) orne spil!ling-up of a commercial quotient shall only be possible when transferred to 
member's heir or a member's legal successor. The consent of the General Meeting shall 

be required for the transfer of a split-up rommercial quotient. a> . The Memorandum of As!.oaalinn may rule out the transfer of a split-up commercial 
'Puotlenl. 
~) In spl'tling-up a ('{lmmerotll quotIent, the required level of the deposit (according to 
11()Q, pM;~~I"i'ph I) must be malnt;HnClJ. 

§ 118 

I Int! rq)I.IL~IIJt!nt ul ii UJrnpany member must be entered in tht: list of members and in 
e Cornpanl~ Regl::.ler. Upon such enlry. the hitherto member's liability for the company's 

I
bligalllln.s !>h.ll1 be Ir<1n!.ferred to hIS successor, who shall then hecome the owner of 
e former memhcr's commercIal quotienl ° 

§119 

I Should .111 the commerCIal quollcnts become owned by one member, the said member 
s all be ohllged either to pay up fully (III the monetary deposits, or to transfer part of his 

,
poSlts In the c.ump(\ny to another party Within three months thereof. Should the said 
ember hreach thIS uhligallon. [he wurl shall Jissolve the company and shall order 

the romp;lOv\ hqUld;llinn. 

I § 120 
A company ~hall not be permItted 10 <lequire its own commercial quotients. 

I § 121 
(1) Tnt! Memof7lndum of A!>sociillion may stipulale that the General Meeting shall be 

I titled to require its member.; to contrihute financially to cover company losses - in 
amount of up to 50 per cent of the company's registered capital; the member's 

contributIOns ~.would correspond proportionately to his existing investment deposits in 
• company The provisions of § 113, paragraph 2 through to paragraph 4, shall apply to .y breach ot Ihis rcquiremenl. 
(2) °Ine lUll Iimenl of this dUly according 10 pnragf7lph I above shall nor affect the amount la memhcr's dep<l~lt 10 the companyo 

§122 

I ~krlllx:r.. shall eXercIse:! their righl~ to manage and supervi~c company activities by 
rticipal, ng III the (;cncr;d Mceting~; rhe dct:llls of their scope of powers and proccdural 
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issues shall be stipulated in [he Memorandum of Association or in the Articles of 
AssoClatlOn. 
(2) Members shall be entitled. in particular, to demand infonnation about any rompany 
maners from rompany executives and to inspect company documents. 

§ 12..1 
(I) Each member shall be entllleJ to a part of the profits proportionate to his paid-up 
investment deposits in the comp#\ny, unless the Articles of Association stipulate otherwise. 
(2) Profit distri butions may nol be drawn from the financial means which mak.e up part of 
the registered capital, from the financial means of the reserve fund. or from the financial 
means for supplementing the re!)(!rve fund in aa::ordance with this Code, the Memorandum 
of AsSOCiation, or the Articles of Association. 
(3) During the existence of the company, its membe~ may not demand to have their 
deposits returned. If payments to members are provided due to the reduction of the registered 
capital, these payments shall nOI be deemed refunds of members' invested deposits. 
(4) The members shall be obliged to return to the company any parts of profits if paid to 
them in contradiction to these proVISIOns. The execulives. who have wrongly approved such 
profit payments, shall hear jOint and ~veralliability for the return of these payments. 

§ 124 
(l) l !pon Its foundation, it shall be obligatory for the company to establish its Supervisory 
Board. It shall also be Obligatory for the company to establish a reserve fund at the level and 
according to the procedures stipulatt!d in the Memorandum of Association~ the reserve fund 
may nol amount to less than live rer cent of the registered capital of the company. 
The reserve fund shall be supplemented on an annual basis by a sum, stipulated in 
the Memorandum of Association or in the Articles of Association. and the sum shall not be 
less lhan five per cent of net profits, unlil the reserve fund reaches the level stipulated in 
the Memorandum of A.<.s.ociation or 111 the Articles of Association, and the reserve fund level 
shall nul be less than ten pt!r cent III' the registered capital. 
(2) Ihe executives !>h<lll ueCldc on Ihe use of lhe reserve fund in acrordance With §67. 

(~ompany Bodies 
The General Meeting 

§ 12S 
(1) The veneral Meeting !>hall be Ihe high~t body of the company. It shall be authorized: 
(a) to rt!pudiale a(.;tion~ taken hy Ihe fllunders prior to the registration of the company, 
(b) to approve the annual financial slatemenl, to dislribute the profits and to cover losses, 
(e) to approve and to amend Ihe c(lmp;tny's Articles of Association, 
(d) to decide on the amcm.lmenl.!> of Ihe Memorandum of Association, if enlrUSled to do so 
by Jaw, 
(e) to dCL'ide on Ihe increase ur Ihe decrease of Ihe registered capital, 
(I) to appoint. recatl and remunerale company executives, 
W to appoint, recall and remunerate members of the Supervisory Board. 
(h) to expel a member in acrordance with § J 13 and § 121, 
(I) to decide on Ihe di!>wiution of the company if Ihe Articles of Association so pennit, 
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I 
III) to deCide on uther malter.;, which this C~de, the Memorandu~ of Association or 
Ite Artides of Association enlrusllo the aUlhonty of the General MeetIng. 
(2) Unless otherwise stipulated in the Memorandum of Association, or in the Artides of 
~ciation. the General Meeting shall decide on the appointment and recall of a procurator 
•. e. a person who has a power of anorney). 
(3) The Generttl Meeting may reserve the right to deCide on other matters falling within Ie authority of otlier company txxJies. 

§126 

I A membt:r shall litke part In the Ge~ral Meeting in person or shall be represented by 
proxy on [he basis of a wnllen procuration. 

I §127 
) A Gener<!1 Meeting ~hall con~tl!ute a quorum when memhers having more than one 

half of all votes are present. . 

I ) Each memhershall have one vote per every thousand crowns of his investment deposits 
the compflny. unles~ the Articles (II Assooallon or the Memorandum of Association 

delermi ne otht!rwl~t:!. 

I) The General Meeting !>h:lll rule OV a !>imple maJonlY of voles of the present members • 
• less the law or the MemoramJum of Associalion requires a higher number of votes. t Approval by .. leasl a two Ihords' majon!), of all member.;' VOles shall be required for 

iSIOCl!:> on mailers referred to In § 125. pam.graph I, leiters (a), (c), (d), (e) and (i). 

§ 128 

I) ! Jnle!>~ [ht: I.tw. tht: Memo!(\ndum of A-.soclation, or the Articles of Association 
'pulale nthef\.Vl~e. a <,enertil Meeting ~hilll he convened at least once a year. 

~) The executive!> !>h<tll be obligeJ to convene a General Meetingifthe reserve fund drops 
Ilow «me hall of t!~ v;due (l!> of the JilV III the I;i~t General Meeltng. 

. §I29 

I> ('umpany memot:r!> !>hall Oe nott/ied of the date and agenda of the General Meeting in 
riting at least IS (fifteen) days 10 ... Jvance, unless the Memorandum of Association 

I'puiates otherwl~e. 
Any combin<ttlon of members, whose investment deposits represent more than ten per 

cent of the registered capital, may demand a General Meeting. Unless the executives 

I nvene a Gcnernl Meeting within one month from receiving such a requiremen~ 

mcmhe~ ~hAIi he authorized 10 convene the (,eneral Meeting themselves. 

I 
~ §I.'O 

Memhcr.. may adopt dcc.:isions also ou~ide the General Meeting. In this event a draft 
resolution shall he suhmiUed to the company members with a request for their comments 

I hin a specdied Icnn. within which the members shall present their written comments on 
t draft r~olution. Unless a memtlcr romments on the drttfl within the notified term, it shall 
be regi~tered lhllt he disagre~. The executives shall inform individual members of the final 

l ull of the vote. The majority shall ~ counted from the total numher of votes appurtenant 
t II memhers. 
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§ 131 
(1) Wittun three months after a General Meeting. each executive or each member of 
the Supervisory Board of the company may ask the court 10 dedare a resolution of 
the General Meeting null and void, should such a resolution oontradid the legal regulations, 
the Memorandum of Association or the Articles of t\.ssociation. 
(2) The company shall be represented in the legal proceedings by its executives~ however, 
should they be participants in such proceedings, the company shall be represented by 
an appointed member (or appointed members) from the Supervisory Board. Should both 
company executives and members of the Supervisory Board have filed the charges, 
a company representative shall be appointed by the General Meeting. Unless such 
a representative is appointed within three months after the delivery of the charge, the court 
shall appoint a guardian to represent the mmpany. 

§ 132 
Should [he cx.lmpany have only one member. he shall exercise the scope of powers 

entitJed to the General Meeting. 

The Executives 

§ 1.:0 
(I) One or several executives shall form a statutory body of the company. Each of 
the executives, if there IS more than one, shall be entitled to act independanlly on behalf of 
the company. unless the Memorandum of Association or the Articles of Association 
stipulate otherwise. 
(2) The executives' authOrity may unly he limited by the Memorandum of N.soClation, 
the Artidt:S of Association or the (;cneral Meeting. Such a limitation shall, however, be 
ineffective 10 relation to third parties. 
(3) Executives ~hall be appointed from among company members or other natural pe~ons 
by the General Mcctlng. 

§ 134 
The consent (It [he maJori ty of the executives shall be required for decisions concerning 

the company mtlnagement. if within those executives' authority. 

§ 135 
The executives ~hall be ohlig~ to make arrangements for the proper maintenance of 

those files and accounts which are required by law, as well as a list of company members. 
The executives shall also be obliged 10 inform members about company maners. 

§ 136 
The nan on Competitive Conduct 

(I) Unless the Memorandum of ~sociation or the Artidcs of ~ocialion imply 
otherwise. the executive shall not he allowed: 
(8) 10 conclude business deals in his own name and on his own accounl, should such deals 
be associated with business activities of the company, 
(b) to mediale company business dc.lls for other persons, 
(c) 10 take part in the husiness of another company as a partner with unlimited liabilily, 
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(d) 10 Glrry oul the aL"llvlties of a statulory body or be a member of a statutory body of 
another legal entily wi th a similar scope of activities, unless the latter is a legal entity, in 
whose business the company. which the executive represents, takes part. 

1(2) The breach of paragraph 1 above shall bear the consequences stipulated in §6S. 

I 
The Supervisory Board 

§137 
• The Supervl.sory Board shall be established if stipulated by the Memorandum of 
~sociation. Should the company have more than 20 (twenty) members, the establishment 

of a Supervisory BOiHd ~hall be obligatory. 

I § 138 
111e SupervIsory HOMd 

as) shall supervise execullves' activities, 
~) shall inspecl kdger.:;. other business documents and acmunring dO< ... "1Jments and check 

theIr data, 
Ie) shall revIew the dnnu,ll tinanclal statement, 
~d) shall submIt reports to the General Meeting within a term stipulated by 

the Memorandum of A..<i.sooation. otherwise within one year. 

I § (39 

.. 0 Membt!r.. 01 tilt:: Supervisory Board shall be elected only by the Gt::neral Meeting. 
12) One third of the Supervisory Board members shall be elected by full-time employees, 

If the establishment of the Supervisory Board is obligatory, and the number of employees '*: higher than the number of company members (partners) at the time of the election. 
~) A company executive may not become a member of the Supervisory Board. 
(4) llle Supervisory Boan..l mu~t have at Ie-1St three members. 

I115)Ine ban on almpetl!ive conduct (§ 136) shall also apply to members of the Supervisory 
"oard. . 

I §140 
) Members of the Supervisory Board shall be entitled lo take part in the General 

MeetlOg. 'They shall be enlllied to address the General Meeting whenever they so request. 

I > The Supervisory Board shall G\II for a General Meeting if lhey derennine that 
e interest of the company requires il. The (ieneral Meeting shall be convened in 

the manner stipulated in § 12<), paragraph I. 

I 
Amt"nding the l\-femonlndum of Association 

I §141 
'The consent 01 all members (parlners) shall be required for any amendment of 

I e Memorandum of A.!.souation, unless the law or the Memorandum of Assodation 
·pulates otherwise. 
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Increasing or Reducing the Registered Capital 

§142 
It shall be admIssible to increase Ihe registered capital oy new monetary deposits only 

after the:! pledged monetary deposits have been fully paid up. The registered capital may, 
however, be increased by non-monetary investments prior to the full payment of monetary 
deposits. 

§143 
(I) Should Ihe company decide 10 Increase its registered capital, the existing members 
shall thereby be given priority in the opportunity of taking over the new obligation through 
investmenr deposits in the company. Such priority shall be assigned in proportion to their 
commercial quotients, unless otherwIse stipulated by the Memorandum of Association or 
the Artides of Association. 
(2) Should the members nol m~ke u~e of their priorily right within a term set by 
the Memol<lndum of Assoolttion or the Artldes of Association, or within one month afler 
they have been Informed of a proposed increase of the registered capital, any other party 
rna y ta Ice (lvt'r the noll gat Ion to a ntw monetary deposit, suoject to the consent of the General 
Meeting. 
(3) The obligation 10 a new investment deposit shall be taken over by means of a written 
declaration, In which the interested party must indicate that he accedes to the Memol<lndum 
of Association; the person's signltturc must be oflicially authenticated. 

§ 144 
The (jeneral Meeltng may decide to cover the increase of the company's registered 

capital from Its eXlsllng property and thereby increase its registered capital. In such a case, 
the amount of each member's deposit in the rompany shall be proportionately increased. 

§ 145 
The exeCullvl:!> ::.hall he ohllgl:J 10 pelilion - without undue delay - [he update of 

[he C()mpaOl~ Keglstcr indicating the Increase of the company's registered capital. 

§ 146 
A rt!!>ulutlOn on the reduction 01 the registered capital must be passed by at least 

a two-thirds' majority of ltll members' VOles at :he General Meeting. The value of 
the registered capital of the company and the ltmount of each member's investment deposit 
may never be reduced helow the amounts stipulated in § 108 and § 109, paragraph I. 

§147 
(I) Tne ex~cullvc~ ~hall tlC obliged 10 puhlicize the reduction of the regi~tcred capital 
firstly within 15 (tifteen) ditys of the resolution and secondly within 30 (thirty) days from 
the first notification. The notice shall include a call to the company's credilors to submit 
their claims within QO (ninely) days from the la~l notice. 
(2) The comp.1ny shall be ohliged 10 pnwide adequate funds to cover those credirors' 
claims which are suhmiued within the prescribed deadline. 
(3) The reduction of the regiMered capital shall be entered in the Companies Regisreronly 
if it is proven that the pmccdure for the reduction of capital has followed the procedure 
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I 
IIircscnbeJ by paragra~h I above, and creditors" claims h~ve ~n secured by a cover 
~rding to the provisIons of paragraph 2 above, unless theIr claIms have been met. 

I The Tennination of Memhership in a Company 

§I48 I The ( 'ancellaUon of Membership by the Court 

to A member may not directly wilhdraw his membership from a oompany. He may, 

~
wever, propose thaI (he court cancel his participation in the company, if he cannol be 
tty required to remain in the company any longer. 

) The provisions of § 113. paragraph 5 and paragraph 6, shall be appropriately 

i'.Plicable . 
• ) The declaration of bankruph.:y procredings ronceming a member's property or 
the lermi nation of such bankruptcy pmceedings, due 10 a member's lack of property. shall 
Ive the same effect as the lemlinalion of his participation in the oompany by the court. 

§1~9 

A Member's Expulsion 

A company may reque.lthat the courl expels a member from the said company should 
the said member substantially neglect his duties. The court may meet such a request if il is 

t, .. ven 1h.11 said member has heen Invlled 10 f!-llftl his duties and has been notifted in writing 
I the pc.'~lhilily of his cxpub,on Members. whose deposits in the company represent at 

1
st 50 (fifty) per ccnt or [he registered Ci1pltal, must approve such a proposal. 

Ie provisions of § 113. p<lragraph 4. shall thereby nor he infringed. 
The provisions of § 113. parngrnph 5 and paragraph 6, shall similarly apply. 

I §150 
SelUcmcnl 

I. Tne member, who has bten expelled, shall bt! entitled to a senJernenl amount (§61, 
agraph 2 and paragraph 3). An heir or a legal successor of the member shall have the same 

nrt, unless (he commercial quotient has neen transferred to him (§ 116). 
( A sClllement amount shall be .calculated from the paid-up part of the deposit of 
t expelled member in relation to paid-up parts of all the other members' deposits. 

I The \Vindin~-(Jr and Liquidation or a Company 

I 
~ §151 

In addition 10 instances stipuJatc:d in § 68, Ihe !;ompany may be wound-up: 
(a) by the rourl's ruling in accordance with the provisions of § 152, 
C'I for olher reasons stipulated in the Memorandum of Association. 

§152 

I The memheJ"!) may ask (he courl 10 wind-up their company for any reason or for any 
o ,ditions slipulated in the Memorandum of ;\!,.soaation. 

I JJ 
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§153 
(1) The General Meeting shall nppoint a liquidator prior to starting the liquidation of 

the company. 
(2) Upon the winding-up of the company, each member shall be entitled to receive 
a proportionate part from the liquidation balance. Each member's part shall be calculated as 
a ratio of each member's paid-up deposits and the total of all paid-up deposits, unless 
the Memorandum of Association stIpulates otherwise. 

A Joint·Stock Company 
(Akciova spoiecnost) 

(~neral Provisions 

§ 154 
(1) A Joint-stocK mmpany shall bt! it Ll:lmpany whose capital stock is divided among 
a certain numher 01 shiHes of certaIn nominal value. The company shall be liable with ito; 
entire property for any breach of its ohllgatlons. The shareholder shall not bearlirtbility for 
the obli'gations of the company. 
(2) TIle business name of the company must include the designation - akciova spoleenost
(joint-stock mmpany) or the abnreviatlon - a.s.-;'t.. I-k ak.l/h·at..,·~"v '~I:.~. ",/t5-L. II • 

§ 155 ~~Tf.L Tt£5;. 

(1) AccordIng to [hIS C.ode and the cx.lmpany·s Aftides--c;r Ass6ciation, a share shall be 
a seQuity giving a shareholder the right to participate in the company's management, in 
the profits and in the liquidation balance (residual assets) should the company wind up. 
(2) The share shall contain the follOWIng d"t.a: 
(a) (he businC5s n.lme (lnd the seat llf the ulmpany. 
(b) the serial number and nominal value of the share, 
(c) an indication as [0 whethel it is a registered share or a bearer share, and the name of 
[he owner. If it is a registered share, 
(d) the amount of the capital stock and the number of shares at the lime of issue. 
(e) the dale of issue and the signatures of two members of the board of directors authorized 
to sign on behalf of the company. 
(3) Shares of different value may be Issued. If different dasses of shares are issued, 
[he share must indiclle its cI,,~ "nd the nghL\ pertaining thereto, with reference at least to 
the Articles of A\'\OClillllln. 

§ 156 
(1) A share may either be registered in the name of the shareholder, or, it may be a bearer 
share. 'Ine Articles of Assot:iation may ~lipul .. te the right of the shareholders to exchange 
registered shares for hc.1rer shares and VI~ vcrsa. This shall nol apply to employee shares 
(§ 158. paragraph 3). 
(2) A hearer share shllil he freely Iran~fcrahle hy being handed over, and its holder shall 
have all rights att;H;hed to the shllre. 
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1(3) A rt:gl~[ered ~hare ~h(ijl ht! transferable, and its tr.msfer may be realized by 

an endor.:.ement and hy handing the share over. The endorsement shall state the business 
. . ~/L. 'r~.N (..7 -<. jj. 

name,(Flilffie) and the seat (dORlI611.e.) of the~r no r, as well as the day that the transfer 

I Shall [;Ike effect. Tran~~rs o"t,endorsement shall otherwise be subject to the provisions of 
The BlIl:-; and Cheques :~etTIle Artll..:les of Association may limit transfers of shares. 
(4) Il)e company shall keep a list of shareholders having registered shares~ the list shall 

I" incluJe the shareholder's bUSiness name (name) and his seat (domicile). The transfer of 
a reglslaed share shall become eflectlve upon entry of the transfer in the shareholder's list. 
Upon the shareholder·s re4ucst, the company shall provide an abstract from 

I the sharehulders list umcemlng [hc s.aid shareholder. 
(5) :\ regIstered share may he regIstered in the name of two or more persons. The rights 

i~nad1cd to the share may CI [her Ot! exercised by one of its owners, or by another party 
ruthorw:d hy all owners of that share. 

§157 I Inc.: ArtlLit:.!. ul ~()('Itttl(lrl sh,dl determme the nominal value of all das.se~ of shares 
whIch arc III be Issued. TIlt: IIltdl \II ;111 nominal viilues of such shares must corre..<;pond to 

fhe amount of the caplt.ll SluCK 

§158 

I I) llle /vllcies ul k!>(KJd[lun may stipUlate [he l!>Sue of employee shares with 
Jdvantage~ alt.l(;hed 10 them. 

I'" ~I7-He ~t. 

l?/f/~/t.G· (,/~ ;'h 

I" jllZlUt. h;' .t..Jo, 

,vHa KqlO~r;. 

:h'€" J'h'"f.t¢ 

(2) 111@ [()(i41 i4I+1GUnl of [t;a: r;:J::mln II )(i4lu~ of e~ph~yge &~~rg& mu&l Ror@!,6eeG to (tenl.t."'f:~llNrN=IhI2Ti? 

t r cenl pI [he <.AI p.ltt I stock-, rtn~he III t a)6r r8~~fOO employeeshares not liable [0 payment, _ = "./r:N/~J;fI.. rlflaE 
USI nnt cXL:ced 5 (five) per cenl of the capital stodc:. 

(3) rmployce shMc~ 5hlllll>t! l~ueJ as regislered shares and mily be transfered only among 
Ine currenl (lr rellrcd employees (\1' [he l'ompany 
~4) III (he l"\.'ent or dealh (If [he lerminiltion of employment. excepl for relirement, 

the nghl..!, c.:n:-ulng lrom an employee ~h;lre(s) sh;tll o.:ase, and the share concerned must be 
IetumccJ 10 Ihe <..:Ompany 
"5) A Jct.ldcJ procedure Iftr the au..Jul~llion of 5hMCS and for their transfer and return shall .r: pfLlvldcJ In Ihe Articles of ~OClilllon. r) 'me owners of employee shares shall have the same rights as the other shareholders, 

unless Ihl5 Code or [he Articles of A ........ Ot;alion stIpulate otherwise. 

I § 1 S9 rJ.I€~i..l"!.rS' Cr 
~ 1) nIl! Ar11(4e~ 01 ~OClitll()n ~J:ly J~tcrmJne the issue o~snares with preference rights 

iJ:>ncemlOg dividends (pfff~1~~~ti;ffcl.), bUI Ihe lotal of their nominal value shall not 
Wkcecd 50 (Iifty) per cent of the capItal stOCK. 
(2) The issue ofsh~res giving Ihe rlghl to ~ cerl~in inlerest- irrespective of the company's 
~ct.:eds - ~hall nnl he allowed. J).i!I ,.e 
1114) The Artidcs of A.<.socialion may 51ipulate the issue of PJ~~~ shares. which do not 
entitle i~ owner.. to voting rights at a (Jeneral Meeting. Such owners shall have all the other 

Ights att.lchcd to shares. The Articles of Association or the General Meeting may, however, 
• Ie out, or limit, righls to a preferentiill subscription of newly issued shares. Should 
.,ifdl('; ~'t.;' 
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a ~"~ dividend nol be redeemed, the shareholder shall acquire voting rights until 
the time that the preference dividend is again redeemed. 
(4) When assessing the capahilily of a General Meeting to vote, shares having no voting 
rights shall nol be taken into account. 

§ 160 
(I) The Articles of Association may stipulate thaI a company may issue debenlures of up 
to 50 (fifty) per cent of i ts capital stock, provided that this has been approved by the General 
Meeting. The debentures shall have certain rijbh~ attached to them: the right to demand 
the issue of shares at a specified time. or th6?rl~m1'O''th~~d"aflee pw=chase of shares for 
the nominal value designated on the debentures. Upon the expiration of a stipulated period 
of time. the debentures shall be redeemable in a stipulated amount and agreed proceeds. 
(2) The issue of debentures shall not increase the company's capital stock and shall not 
involve shareholders' rights. 
(3) Debentures shall otherwl~e he suhJect to spccl<l1 regulations. 

§ 161 
(J) .:\companv ~h,tli not he allowed to I!>!>ue !>hare.s from its capital stock. '[be company 

ro' . ,II. / £/: .. . 
may '13L~m ~hares It ha~ I~ucd only In the followmg Instances: 
(a) when it becomes a lepl successor - with (Ill ensuing rights and duties - to a person who 
owned these shares, 
(b) when it purchases the employee shares. or 

-!.£) when it reduces or Incrt:.1ses its Glptlill ~tock. In accordance with this Code. 
. /"(2) In order to r~~rtr shares according to paragraph 1 above, the company may only use 

those of its assets which are 10 excess of the capital stock. This limitation shall not apply to 

employee shares. /'I' l _ •. aT 

(J~ / 'Ipe ~mp;lOY6halhl()(he allowe~1e acquire the shares of a~r company, if thai 
coffi~~'A~ is the llnly llwnt:r of the {j~t &lmpany·s shares, with Ihe eXL'eption of a ,case 
specified in pawgraph 1. icller (a), above. . Mr~r. 
(4) Should the company own shares which it hCls issued, i(Sha I nol be allowed to>exerase 
the shareholdtr's fights attached 10 them. unless this Code stipulates otherwise. Th!: same 
shall apply 10 shClres acquired in accordance with paragraph 3. 
(5) The company shall be ohliged 10 sell shares acquired according to paragraph 1, Icuer 
(a)/inll aCcording to paragraph 3. within three years of their redemption. Should lhe shares 
not be sold wilhin Ihis tenn, Ihe comp..1ny shall be obliged to lake [he shares oul of 
circulation, and reduce the capitlll stock. by their nominal value. Shares taken out of 
circulation must he dl~strnyeu. 

Foundin~ and R~~i .. tering a Joint-Stock Company 

§162 
(I) A joint-slock company may be estilhli~hed hy one founder, provided that the founder 
is a legal person~ otherwIse, by two or more founders. 
(2) Two or more t'ounde~ shilll draw up a Founding Contract. If the joint-slock: company 
is estahli~hed hy nne Illunder. the founder shall sign a Founder·s Deed. Signatures on 
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the founding ('oolract or the Founder'~ Deed must be officially authenticated. Draft Articles 
of Association shall be attached to the Founding Contract or the Founder's Deed. 
(3) The value of the company's capital stock shall not amount to less than UB,OGO I Czechoslovak crowns. ~ ~ ()()C) 

§163 

The Founding Contract 

n)C founding Contract (the Founder's Deed) shall indude at least the following data: 

I 
(a) the bUSiness name, tht! seal 01 the company and its business activities, 

. (b) the proposed amount of the capital stock. 
(c) the number of shares and their nominal value~ if shares of different classes shall be 

I 
issued. then also their designation, and a specification of the rights anached to them, 
(d) the subscribed deposits of individual founders, 
(e) should non-monetary investments be used for the formation of the capital stock, then 

I 
the ObJL-ct of such non-monetary investment and its appraisal by an authorized appraiser. 
(2) ~hould a Jomt-stocK company he founded on the basis of a call to subscribe shares, 
the roundmg Cuntract (Founder\ Deed) must spcafy: 

1- (a) the place and timing 01 shiue ~u~crip(ion. 
(b) the procedure (0 be adopted 10 the case of a higher subscription (i.e. if shares are 
subsm hed in ex~cess of the propo~d capital stock), 

I (e) the placefopa-; ffil'~ of subscnhed .shares and amounts thereof. 
. . (d) the pmu:dure for Cllnvenlng the ( '()nstituent General Meeting of subscribers. 

I Founding a Company Based on a Call to Subscribe Shares 

I §164 
(l) Ih: l\lulH.jt.:r~ (prumlltt r~) ~It.dl t.:1C>Urc the f()rmatllln of the capital stocK by a call to 
subscn be ~hare~. 'The call ~hall proVIde the data ~peclfied in the Founding Contract (§ 163). 

1(2) A wll to suhsaibe shares ~hall he ilppropriiltely publicized. The contents of such a call 
_ may unly t)(! changed after Ih~[h~nption of shares has proven unsuccessful within 

a stipulated period of time) 

1(3) The drilft Articles of A!>~llCla-{llln shall be available for information at every place 
. where ~h;jr~ ~hilll he sU~l:fllx:d, 

~ 1)J,;:rFE~JtUl J 

t:rl,' ~- CF 
TIN€' <fET 
ft:K 1716 

Jc,l 8.!t ~? /i.:;, 
{r.fH~~ _ 

I § 165 
(I) A :,h.tr~ ~h .. 11 Ix: ~uh!-.cnIICJ UIX.II. lIs enlry lOin Ihe surn.uibcrs' li~t. The entry shall If.it~A)i/.I-IBI=.~ IM.Jb 

I
PrOv".Icltfic ~OIounl ()f1fie Jepo~iT {in"·~lmeri1r.fi speclIic.ation as to whether It shall be - C.UII! Cr .talS.fU 
a moneliuy or non-monetary IOvc~lmenl. deadlines (or paymenLS for subscribed shares, ~l> .rK",,~$ 
the b~in~s name (name), the se.,1 (domicile) of the sub~criber. ~s signature. 

1(2) If a non-monelnry IOV~lmcnt IS to he made. then its ~~nptlon and assessment by 
a sworn appraiser must he entered into the subscribers' list as well. 

(3) As regards monetllry deposl~. the suhscriber s,~*3~e~0 deposit at least 10 

, ten) per cent of the nominal value 01 the suhscribed ~ a AI an account specified in 

th~:all tn ~.uh!>Cnbers. ~,Rles~_IA; t::idl SI,iptilAles. it !:Jibher ftfflOanl.f .fkret.t.d tuy ~ khtuuv!a¥-b 
,t.l.(~ ~.H<. ~ t.,t.?e?v ~ ,"?C,lJ,..il-lrl.,l1nn-v ,J. /lt~t"~ 21./'. I / I' 37 
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§ 166 
After the proposed alpltal has been sucscnbed, the founders may reject any further 

subscri pllon. Should they fail to do so, the Constituent General Meeting shall decide whether 
to accept or reject the subscnption of shares in exce5.S of full subscription of [he proposed 
capital Siock. If such subscn pilon is rejected. the founders shall bear joint and several 
liability III return the paid-up sums 10 the rejected subscribers without any undue delay. 

§ 167,¥~;=cc '-I P& 
(I) The subscription of shflres shall be l!Dsucce~1 if - by the last date set for 
the subscnption - shares amounting to the proposed capital stock have not been subscribecL 
or unless the founders. or ~ of Ih~lIders, subscri~ the missing R9miAai "'811:18 of 
shares Within one month. The suhscription of employee shares - in the amount stipulated in 
the Founding Contract or the Founder's Deed - shall not be required, 
(2) Should the subscription of shares he ineffective, the rights and duties ensuing from 
the share subscription will hecome null and void and the founders shall he llolige*!ointl-y 
and several~A[o pay hack the suhscnbed sums without any undue delay. ~ b;t 

;/~!"l/lT 

§ 168 
(I) fh.: :.u~crtber.; :-,hdll he:: t1hllged [0 pay up the !:>ubS(.;nbed shares within the deadlines 
sttpulatt:d In the subscriber.;' li:.L The subscribers shall be obliged to pay up at least 30 
(lhirty) r<:r cent 9£ tl'!~,J1ominal v<llue of the subscnbed shares, which are to be ~(['i~by~ 1If; 

monetary depo§ilS,~rhe lime uf [he C.ollSllluent Gcneral Meeting~ this sh31f not apply 10 

non-mom:t.ary i~~I~~~srJon-monelary deposl(s)./.l.v~ ~-HA.Nce- .f'J.f~-~ 
(2) Prior to the entry of the company into the CompanH!S Register, the founde::rs !>hall issue 
to each suhscnber a <.:ertifiOl te 01 the suhscnbed depo~it in alsh. or in other asscts expressed 
in monetary terms,~ incJiGltf.",Ao what extent the deposit has been paid up. 
(~) l1p<ln the enlry 01 Ihc wl11pany Inlo [he C(lmp;tnies Register. the cl.lmpC\ny shtlll 
exch;tn~t' Ihls ccrtdiGIIC f(lr ;In Intenm certtfiGlIc or for it !:>hMc. if its entin: nnmin<ll value 
h:lS rx-l'[) l'l.IIU up 

Th~ ('on~titu~nt Genenil Meeting 

§169 g 
(I) Subscnhers, who have fulrdled thclr dUly stipulated in § 165 and § 16~ shall be entitled 
to participate in a Constituent General Meeting. The founders shall oonvene the L{)nstiluent 
General Meeting so that it IS held wllhin 60 (sixty) days from the day bf lb~ I,,~( successful 
~~~")fib:H:cs~rf'=';f.(.&: •. :QNIC'" ,';:?UJ>"lc·.lJ ~~/CC~P/l7H.. hllf~ UPCI'I'i&D. 

(~, 
~Hc-, 

(2) ~hl)uld the founde::r!:> 1,1\1 te I Oleet the de,adline sci in ptlrttgraph I, the !:>uhM.:ription of 
shares shall he con"idcrcd VOIO, ilnd the provi~ions of § 167, ptlragrnph 2. :.h;1I1 apply. 

,.,,""~§ 170 
(I) ],hc Constituent (iencr'll Meeli ngGoh<tll)..lke plttce provided that the (0,,"11 Aomi nal value 
of rbe: 5\1 b Snibe(J sh"re~ (with the exception of employee sharesvflj((o~ t+':the proposed 

. ....,;~ ~ ~~~,) " 
capItal stockra-neJ t1itlt ai lea~t 3(r(lhirty) per cent of the nominal value of f'lcd88e monetary 

;'J1 ElK 
n.I/i.1"'f 

depoSits has been paid up. 'IZ..~I'~J<:,.-O "·tt",.",..,.£- (I~"a. I~ €'1,P(..o'tt..~ S',w-f-l£'$ /~ ... ,71' d~ ,A,,-C dtt'('UA._-'(t!'w,:, 

(2) Tnt! Constituent Ge::nerfll Meeting !>hitlJ cnn~tilule a quorum, if attended hy enough 
suoscn I~rs to represent til least one half of the suhM:rihed shares, and who have paid up ~ci.r 

38 
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prescnbcd portIOn 01 p.~dged d.t:PQ-SLlS __ The Constituent General Meeting shall be opened 
land presided over by a founder, authorized to do so by the other founders or by sudl 

founder's deputy, until a Olairman of the C.onstituent General Meeting is elected. 

,
(3) The consenl of subscribers, owning the majority of subscribed shares and artending 
he ConstItuent General Meeting, shall be required to pass resolutions. A decision taken by 
such a majonry may stipulate in which other cases the majority consent of all present 

lu~cribers WI Ih vOling rights shall he required. 

§171 

1.1) The <. (illS" lucnl Gcnernl Mccllng shall: 
a) dcclde on the company's founding. 

(b) approve the Articles of Associalion, 

I
:C) eject sut:h company bodies which the General Meeting is entitled to elect acrording to 

.. he Articles of Association. 
(2) If the ('(lnslltuent General Mcetrng pennilS the su~criplion of shares in excess of 

.Ihe ongln<llly proposed Clpital stCle", the meeting shall also determine the new amount of 
he capllal ~I(lck In [his case, sh<lfe suhsLTiplion hy sutx:;cribers, who have firsl suhscribed 

shares III lht: new iHllllunt of C<lpll<tl stock., shall he ronsidered effective. A subscriber, who .as SUb~lIlht:d sh<lrcs above the onglMlly proposed amount of the capital stock, shall 
~ul(e vllllng rlghl..s, If the Consliluent General Meeting increases the capital stock 

includIng hi::' 5uhscnbcd ~harcs, and If the shareholder has P<lid up at least 30 (thirty) per 
Went of Iht:lr nominal value. 
13) The (·on::.llluent (iener:ll MeetIng shall ~pprove the amount of non-monetary 
inveslmen~ (ueposlts) on the tkl~l::' III an assessment made by a sworn appraiser. 

!pe Consliluent (jenera! Meeling may no! detennine a higher assessment of a non-monelary 
~~·t;n{ritlh.ln I~ ilpprni5<l1 given in Ihe Foundin~Contract~ or the Founder's Deed, or its 

.. . . .vP~j"'~~. "t.R/AlIJ. IHI;i:L..(C~~.!le J~/pr?&-"N~,.c v,.~-s; 

f,
- ral::.al by a swnrn expert, whICh IS t.:.fl~( II meWbSCfi~ .;.nares. . 

) A Kc.:::'lIluliPIl (II the ('on~lllut'1l1 (;enernl Meeting mity differ from the Founding 
.onlract, ur the.: Fllunder's Deed, (lnly wilh Ihe ronsen! of all suhscrihers altending 

f
e-meellng, WIth the cxcepllOn 01 Ihl.! IIlLTcase ~~pital stock. .. _ 
) -OIC., ~d~lng of a ('onsliluenr (icner-ll Mecling shall he ~~~~:fi-;ted by a public 

olary's ~~, 2)induding [he resolullOn, ttle Ii::.! of subscribers. the nominal value of 
l[C}~'n1~th,hares, itnd the amounts pald'by individual subscribers. as well as the name 
I • Ihe ckclcd memher.; of aI/company oodics. 

I Foul1din~ a ('umpany withuut a Call to Suhscrihe Shares 

; §172 

'

Should ,ill' Illunde~ ilgrc;e In the lounding <.. .. onlrncl to pOly the entire atpital srock in 
itgrcccJ·upon rillm, Inbf~iplitln of shares and a lonslitucnt (,eneral Meeting Shill! not 
required. 

W> Thc lounuer.. ~hall havc Ihe !\;lIl1e /egal !\Iatus as " (;cncral Meeling of a joinl-stock 
.mpany c.'lilhll~llI.:d lin Ihe llil!\i~ III il elll h,) ~ullM:rihc shares. The pre~ncc of all founde~ 

..a no Ihe Clln!\cnl 0' the 'ounoer.., who hilve suhscrihed Ihe majority of shares, shall be 

I Uireu III p;J~!\ re!\olutilln!\, unlc~... Ihe Founding Confracl stipulales otherwisc. 
c tllunder..· dt:l'I!\IIHl lJIu!\1 he ~\l'f\JnJ in Ih" fom),," a r:lQluial "'cc;!d. 

I 
I 

111 a. ~,.,," '1.:.l. ,,~~r,<U.'· rrte.-rrd. 

($(ST AVAfLABLE COpy 
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(3) The provisIOns of parngr"ph 1 nnd p<lragraph 2 above shall appropriately apply if one 
legal person founds a joint-stock company without a call to subscribe shares. 

The Articles of Association 

§ J7J 
-The Articles of Association ::;haIl6peafyC-" .... ;"'lI;IN 

(a) the busrness name and the Sl!at of the rompany. 
(b)(ihe company's scope onouslness activitiesJ. / NAlJ; ""r-

. I'fN. ~fiI/A.),/j?/OI'o( /..,- ~~ ... s- .4 '" c.;-
(e) the amount of capital stOCK and the em'! ilIO~kfoF~in2 uo shares~ -.._ • _ 
(d) the number and the nominal vnlue of share ~ss I$suea~reglstered snares or 
bearer sharesh 
(e) the procedure for mnvenrng C\ Genernl Meeting. its scope of authority. and its 
decision -making procedures. 
(0 the number of membt:rs (If (he board of directors. the Supervisory Board and other 
bodies. as well as a detinlliun uf their powers and their decis.ion-maidng procedures, 
(g) the Inl(lal amount of the reserve fund and Ihe minimum am('lu~.nqtti~d to be 

J.~~a.iRLaHl~.,IIR it, plus the manner In which it shall be replenished, 
(h) the ~rihciples)of dislnbuting the rompany's protits • 
(I) the consequences of not pa yrn..,g~~,~~e s~bscri bed shares on time, 
(j) the manner of increasing and <~~~1fie capital stock, and 
(k) the procedure for amending the Articles of Association. 

\ fE~1 r<:7)!~ § 174 
lf1fte~J 00; the Arllde.s lIt t~!>lK.1atlon shall abo make provisions for:,"-~, _ ~ _ 

'I.IIC..-A.J, I~ ;£'f I ~CI\J 

(8) the i$.!)ue of ditTerent kin<.b of ~ha~ (for example employee shares), their~pet;iticati0'7 
their quantity and the rights alla(:hed 10 them, and 
(hllt1H~ I:-.\ue 01 debenture!>. rl'lc.:rreo [(\ In § 160, ;rno the rights attached to them. 

The Re~btrdtion of a Company 

§17S 
(I) The Regi~ler Court ~h;dl c::nter a 'oint-stock company in the Companies Register ,T £h~~ 

h~~(1(~C'e~"q,.o.,d~:!· J"'T~/.r"'/'J;". ~- ••. • 
PfO,,',,",cd thaI I H'»~ ~l cfollowllig requiFemCR'S of /..his C~de: 
(a) lhe properCt.:()n~tllUCnl (~t!ncral Meetrng has been held in the event thaI such a meeting 
is St.1 tutory, 
(b) the !>uh!)cnben. (Illunoe~) have !>urn.crihed the Clpilill ~l('lck in full and have paid up at 
leasl 30 (Uurty) per cent of Ihe c,apllill !>Ioc.;k in monetary deposits (except employee shares), 
(c) the o-lmpany's Artides of N.suc.;i;ltiun have heen approved. 
(d) members of the company hodi~ have been elected. 
(2) A petition for the comptmy'!> entry in the Companies Register IS suhmillcd by 
the BO<trd of Directors and signeu hy 1111 the memhcrs thereof. 
(3) 'The approved Arlic\e~ of ~s('l~iation and a notarial deed on the holding of 
the Cons.tltuent General Meetrng ~hilll he enclosed with the pelition. Should this Code not 
require the holding of it ('Clnstltuenl (;eneral Meeting, it shall be ohligatory to enclose 
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l
a no~nal d~ lin [he rounders' deaslOn on ISSUes olherwise deitl( with by (he Constituent 
General Meeting, 

I An Interim Certificate -- J 

§176 

I I) Upon the entry of a joint-stock company in [he Companies Register, the company shall 
. issue an Intenm certificate to Its suhscnbers . 

.(2) The interim certificate shall include the nominal value of the subscribed shares, and 
ESSibl Y the specification of their class and the paid part of their nominal value . 
. (.3) An interim certificate shall be a security issued in the name of the owner (holder); 

the ri~hts attached to shares shall be attached to the interim certificate, An interim eertifieale if- If 1I1t; 
~tmitjiV IL . .~LIt . -beta substl (ute for ,..snare$. '* ittzfW Zf::;"V 

4) Should an inte_rim certificate he Issued in the names of several person~, .the provisions~~ It/: .. 
Iff § 156, paragraph), shall appropriately apply. All such persons shall bear JOtnt and severa~ ~ !h~7JleF~' 
I,iabilily for the payment of the nomllkil value of the shares. ~!M.i (JE~7i? - HE 

(5) 'I11C )\ll nt-SI(lCK cnmpanv ~h;dl exchange an intenm certlticate for shares after LJ~ " 12 
, . mT~' ?IJ,) ((I' IVH()(.C 

rhe nomInal value (II the ~hares\h.as hcen paid. , 
I "'-:"~r.:,-"'/~-" ) .... ,',eP. ,.,.!-,.J lv('jilA./f/.( lit'-k6. IF 

§ 177 7l1G'vfPllct ) JIG:. 

.1) I11e subscn her shall he ohlrged 10 pay up the entire nominal value of shares SUbscribed~/.:-e;;;:n::~lO 'H 
~y him wllhin the deildline !:.tlpulltted hy the Articles of Association, however, within one ~ / c: ~ / 

year from the L'omp.:lny'!:. regl!:.tratlon at the latest. with the exception of employee shares, ;, E lt1l3;ee.1 ~e:l> 

'

-2) Should the ~uhscnher f.li1 10 lulfil his ohligation to pay the nominal value of~HU;G: (';:" hlHt::S 
he !:.ub~cnbcd !:.hM'CS or Its P.1rts. Ihe !:.ubscnher shall pay an interest stipulated in 

the Article!:. of i\s..\{lci.:ltion, other.vl~e .1n annual interest of 20 (twenty) per cent. 

13
) Shart'hClldrn' Ri~hl\ and Duties 

§178 
t\ ~hareh()lder ~hltll be entitled III a part of the company profits (a dividend), assigned 

"~r distnhutlon by the General Met:llllg on the basis of the oompany's financial results. 
~nless Ihe provisiuns of the Articles uf k.sociation stipulate a different entitlement to 
a share of the profits. the quotient !:.hall he delernllned as a ratio between the nominal value 'E a shareholder's ~hare (~hares) and the nominal value of all the other shareholders' shares . 
. ) It sh;\11 nul be pt:rml~ible to pay dlvidcnd~ from the Olpilal stock, or from the reserve 
undo ur froO} linanelill means earmarked 10 be! added to the reserve fund acx:ording to this 

.ode. • .> Tne (;cneral Mccting may all(ll.A1te - out of the profits eamlarked for distribution -
a certain proportion to members of the hoard of directors and the Supervisory Board 

l oyalties), 
) Unless a special Ad stipulates olherwi~e, the company employees may receive 

a proporlion (If Ihe profits, it this is In compliance with the Articles of Association . 
• e Articles of Association may stipulate thilt such a proportion of the profits may only be 
.aed for acquiring employee ~hares, 
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§ 179 
(I) A shareholder shall not be obliged to re[Urn to the company dividends received in good 

faith. '. T ,-, 

(2) rDUrin'g tfle existence of the company/lor in the event of its winding-up, the shareholder 
shall not be entitled to demand the return of his irl,,:estmeq.l depQslts. Payments made in 
connection with the return of employee shares shall not be considered as a return of 
investment deposits, 
(3) Should the company tle wound-up and liquidated, its shareholders shall be entitled to 
receive proportinn!\ fnlm the liquidation halance (the remaining assets). 

§180 
Each shareholder shall be entitled to altend the General Meetings. to vote, to ask for 

explanations and to submit proposals. The number of a shareholder's votes shall be 
determined by the no[mnal value of his ~hares. The voting procedure shall be governed by 
[he provisions of the Articles uf AssoClatllln, which may, however, restrict the maximum 
number of votes f't!r ~hareholdt:r 

I".,~ 

~e Jt,·~}l'JL I lULl. .:,&" ,,~HI(/f .~ 
~ 1} Shareholders. whu own sharesfrepresenl~alleas( o~tf of the capital stock.., may 
request the board of directors to convene iin extraordinary General Meeting to discuss 
proposed malters. 
(2) The hoard of dm:clll~ ~hall convene an extraordinary General Meeting so that it is 
held wilhin 30 (thirty) dily~ from the dilY (In which such a request W<lS received. Should 
the board oi director.; filii to fulfil this duty. an extraordinary General Meeting shall be 

!'Vl rtf"'/ 
:;;.~~ Ii:-

convened· upon the fCljucst or the ~h;lrl:holdcr.) rcrerrel~J?~ip,? paragraph 1 - by the court ~ ~-c<-~ 
wlthm the same term. ~Llrtlng (rom the day of the (t'ecelpt)of such a requeslfThese 

4h'~""'~ lrtI/';CA.. 

~hareholders shilll ne entitled 10 relmhursemcnt of incurred expenses. 

§1~2 

Upon the requ~t llf the shilfcholdcrs (rclerrcd 10 in § 181, paragrtiph 1): 
fa) the board of dlrecto~ shall indude m"lters on the agenda of the General Meeting. which 
the shareholders hilve requested~ 
(b) the Supervisory Rotlrd shall review the performance of the board of directors' authority 
in such mailers 

§ 1803 
The provi~ions (II § 131 . concerning the declaration of invalidity of a General Meeting's 

resolutions - shall appropriately ne applic41hle 

Joint-Stuck Cumpany Bodies 
The (rt-neral Meeting 

§ 184 
(1) The highest houy oj it jOlnt-~t(lck cOI1lp;tny !\hall be iL<; (,eneral Meeting. comprising 
all the allending sh"rehlllde~, 
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(2)I1lt:: (jen~ral Meeting ::.hall take place at ~east once a year an~ shall be conv~ned by 
the bocwj of directors in the manner and wllhln the penods, specified by the Artldes of 

. AssoCiation, unless this Code stipulates otherwise. 

1
(3) In a joint-slock company Wllh registered shares, the board of directors shall send 

invitallUns to all shareholders al least 30 (thirty) days prior ~~ :~.;.,~eE~_~J~eeling·s 
proposed date. In a joint-slock almpany with bearer shares, lh¥enerafMeeling shall be 

,
. pubii,cizedrrn the manner ::.pecdied in the Mlde!) of Association. wtfh-aH~30 (thirty) 

da.yi--OLl.lJ1..;C. ,-,0{ ,1''-N/,d;;?J./4.lt ,-;?7~ 
(4) The inVItatIOn to the (ieneral Meeting ;i1ill the announcement o~dle General Meeting 

I·· shall include at least: 
(8) the husrness name and the !>Cat of the company, 

.,,-<. '---t tie:- . 
(bJ\}"nc-pl~ce, the dille and the hour 01 the General Meeting. 

I (C) infllrmatHin IndicatIng whether a rcgulitf or an extraordinary General Meeting is to be 
convened, 
(d) the i1~t'nda of the (;erlcr.11 Ml'l:tl ng 

I §1~5 

1
(1) Ilil': (icllt:rdl Mectllig ::.tl.tllll.III!'>lllule a quorum If attended by shareholders owning 
hares with a lotal nomlnill value 01 more than 30 (thirty) per cent of the rompany's capital 

stocle, unless the Articles 01 A'>SOClatlon stipulate otherwise . 

• 

(2) ~hareh()lders attendIng the (~eneral Meeting shall sign an attendance list, which shall 
·ncluJe the nilme (huslne~ n,:mc) of the sh~reh()lde.rl~hJt r~ldence (seal). and poss~bly 
he n;HlIe Jnd [he reSidence of il ::.hacchulder. s proxy/; rtre-knal number and the nominal FIUC 01 ,hares enlilling Ihe ,harchohJcr 10 vole. lne validity oflhe attendance lisl shall be 

nfimwJ hy the signatures 01 Ihe Olairman of the General Meeting and the minutes clerk 
of the (;cner.ll Meeting, e1ectcO In ll.lmpliance With the Artides of Association_ 

,II) ~hould a (;eneral Meeting not ~'!~t~u} .. e,,~_ ~~~~)h~ board of directors shall 
• .onvene ;1 "'U~[ltutt! (;~·neriil Mt.:l:llllgrWtfhrn three weekS o~the date of the originally 

convened flll:cting. lot.: ::.uh!'>lltuted (;t.:ncral Meeting shall have the same agenda and shallT~ "/4"1f~,-(;"':F 

~stIIU[e a LJuorum IrITSpedlve of the provisions 01 paragraph U i7!JI.L~'A(!;INg. ~tdllv'c--~ 
'.4) [[em::.. which have nol hccn rncluJed in the proposed agenda of the General Meeting:<t:a .. .e~L(..-ff l- li'I'e: 

may be dcclJed upon onl y whcn ;111 shareholders are presenl and agree 10 discuss such items.')~,'i. >-,fA- ,'r,¥,!# 

I /'/J~f .~(tI,c"'r§ 186 , 

t
( I) lhc (icoeral Meet. ng(shilll rule) by the m"J0r1 tyy~ote.lof the allending shareholders. 
nl~s thiS Code or the Arhdes of ~oclalion reqUire another majority. 
) ·loe (;eneral Meeting may l.Ieciuc to amend Ihe rights attached to a certain class of 

shares, prOVided that .1 Iwo·lhlrd~· llIaJorlty 01 rht: holders of such shares have agreed to Ie pCtlpO~cJ illllCnulllcnt 

I 
§187 

. ) The.: (;eneral Me.:elHlg shall he authorized: 
(8) to amenu the Artide~ of Association, 

') 

.1.1 h' h 'fl ~."Jc. . to ueouc on t e Increase or I e rcuudwn o( 
bt!nlures, 

I 
I 

the capilal slock and on the issue of 
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(c) to elect tlnd recall members (If (he oo~rd of directors. unless the Articles of Association 
stipulate that these members shall he e!ct..;cd and recalled by the Supervisory BOllrd (§ 194, 
paragraph ,i) 1; 
(d) 10 elect and recall memhers of the Supervisory Board and other company bodies as 
stipulated in the Articles of AssociatIOn with the exception of Supervisory Board members 
elected according to the provisions of § 200, 
(e) to approve annual ftnanaal statements, to decide on the distribution of profits and to 
determine royalties, 
(0 to decide on the winding-up of the OJmpany, 
(g) to decide on other malters, which this Code or the Articles of Association enlrust to 
the authority of the General Meeting. 
(2) D~isions concerning <tmendments of the Articles of Association or the increase or 
the reauCij6'~( of the capital ~tock, or the winding-up of the rompany. shall require 
a two-thirds' majority ofaWvole~ of the ilttending sh<treholders; a notarial rerord thereof 
must be made 

§ 188 =-2 
(l)I1H.! (ieneral Meeting shall elect a ('h;lIrman. a rnf~ll1te~~lerk, two !3€FS()m l(j~y <i::-<?J""Lry2~ 
t.fle ffiIAU(~ and per..ons to count the VOles C<lsr. 
(2) The mlOutes of the General Meeting sh(lll include: 
(a) the business ntlme and the seat of the company, 
(b) the venue and the timing of the Cener~1 Meeting. 
(e) the names of the following: the Ch.llmlan of the General Meeting. the minutes cler~ 
[he ven tiers and the vote counters, 
(d) minutes from the comments m;)de (In Individual items on the agenda, 
(e) t~e ':!;c~io,r:s of the General Meeltng recording the results of votes, 
(r) f f>r()te.!'1\}!~~g:.J hy <,h;)rehoIJc~, nJemners of the board of directors or the Supervisory 
BoarJ tllnl1.·ruUi~ JeL'l"llln~ (II thc (;lllt'r;iI Meeting. when the person I~ging~.:..c 
reque!>l\ [~. 

(3) The prupo" .. h ,IOU dedar;aII!lO!> ~uhmilled for discu~.\ion at the General Meeting ~hall 
be enclosed wi th the mlllut~ of the (;cllcral Meeting. 

,',.,,.H, § 189 
(l)I11C hoard 01 directors shall i~!a~ Ihe minutes of the meeting within 30 (thirty) days 
of the (;eneral Meeting, The minutes shall be signed by the minutes clerk and 
the Chairman of the (Jeneral Meeting and (Wo elected verifiers. 

1-O~'tll~ HI'" ('1,Ir!( 
(2) Any ~harcholdcr m<ly ask the ~larJ of directol\1-&F a copy 0[. or an excerpt from. 
the minutl's of the General Mcellng 
(3) The minutes of the (;cncral Meeting. together with the notice on ronvening 
the General MeetIng or an invitation tn the same plus the attendance list, shall be kept in 
the archlv~ of the c(lmp;}ny t:HF I~I:! "'"r;JliPR PI' ibS exisleAct!,,~ z:;,.;e .If' ;7/,-- ':.t",v.,)vv;" =1' '.'/-;-

§ 190 
In a ~Inglt:-person Joint-stock l'o!llpany.the authority of the General Meeting (sc;c § 187 , 

paragr"l'b ::t-) shall he aM-Umed by I ~1n;'rehoh.Jer. The provisions of § 187. paragraph 2. § 188 
c7..t:'"ijI't.e..7) .. 
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and § UN shall Dc dPpllcd as appropnale to records of the decisions laken when exercising 
the authority of the general meetrng. 

The Board of Directors 

§ 191 
(1) lne board of directors shall he a Slatutory body of the company which shall manage 
the activities of the company and ad on Its behalf. The board of directors shall decide on all 
mailers of the Lumpany, unless they fall under the authority of the General Meeting in 
cDmpilancc WIth thiS ('pde or the Articles of Association. Unless the Articles of Assoaation 
stipulate othenwise, any member of the ooard of directors shall be authorized to act on behalf 
of the company The names of the members of the board of directorsJ who shall make 
binding onligatl(ln!'> for the ulmpany, and the manner in which~ii~~lions shall be 
~Oc..blfiding. shall he reu)f(jed in the CompaOles Register. 
(2) T'he tx,ard 01 ulrector.,' right to flet on behalf of the company may be limited by 
the Arllcles of A":>lIll.IIIIH1, ft::>olutItHl.S (If the (rcncral Meeting or the Supervisory Board. 
Howl"ver, thiS 1llOlL"1tlon ... h;dl h,we no effect with re~pectto third persons. 

I 
§192 

(l) lfa; board of Jlft:Clpr~ ~"illl t:n~ure thaI the wmpany"s acu)unting shall be properly 
kepI I1H! board of Jlrt:cll)~ ~h;"l ~ubnllt an annu(li financial statement, as well as a proposal .... F 

I t:erlhe ul~tnbutlon 01 profits to the (Jeneral Meetrng for approval. The financial statement 
in quc.::.tlon ~hillt t~ ~l"fll [0 ht)lue~ 01 the registered shares at least 30 (thirty) days prior to 
the (;cncral Mee[lng II the UHllpiifly has 1~~Ued bearer shares. subslantial data from 

I the ilnnwl rln;wC:lal ~t.ltt'mcnl ~hall be puhl'L1ll:d' t.F;'lhe same tenn and in the manner 
stipulated by the Artlclc~ 01 ~CX:latlon 

(2) !'he hOMd Ill' ulrcct(lr.. ~h(\11 prepare a repOrllor the General Meeting on the company's 

I hU~lllt::-'~ ;tdIV([It::-. ,InU rht' company's ;\',seL,> III periods specified hy the Articles of 
I~!>()ll.t IllIIl 

I §19J 
flle ho;nd 01 Jlrc,,:[(l~ ... hall cOl1vene an extr.wrdinary Gencral Meeting when it has 

ascertained that the o.Hl1pflny has l(l~t one third of its 01 pi tal stock, or that the company has 

I .. been lf1!>olvent for c1 period exceeding three months. The board of directors shall notify 
the Supervl~ory Bnanj t1hout such fflc~ WIthout uclay. 

I 
I 
I 
I 
I 
I 

§J94 
(1) Memi)t!rs 01 the hoard ol directors ~hall he cleclcd hy the General Mct!ti ng from among 
the shMcholders llr other persons lor a perino ~(ipulated in the Articles of Association. 
however. not exceeding 5 (live) year., 111e Artu..:I~· of Asso(..iation may stipulate that 

. . , ;"' • .]) -c':;S~'Lt~ . 
the hOMd nl dlrectllr., lJIemher.. shall he clecte~ Ie .. UpervlSOry Board. IA,' r,..;(f '+.a.vo((;;J2.. /JePtl've.Jll/i 1"lIt;; 

(2)I'hc Artlclo of.lUsoclation may stIpulate that the board of direclors, whose number 
has nul droppl·t1 bdllw tlne,.h~lr (If [Ill" llnginill number, may appoint substitute memOcrs 
until [he nexl (;eneral Met:t'rig)-~6~ly a natural re~on (an intlivillual) may become a member 
of the hoard of dircctor.. 
(J) 'The hoaru of Ulrccl(lr., ~hall have no fewer th;tn 3 (Ihrcc) memhers. Sllould a company 
em.p'oy more Ihttn So (Iill y) el1lployec.,>, lh~~11 ~, (HlC of the hoaftl~t~ 
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must OO-.eiecleO from an=}ong-the employtts: ranks. Members of the board of directors shall 
elect its Lnairman. The board of director;; shall take deasions on malters by a majority vote 
of its members~ the required majori [y shall be stipulated by the Artides of Association • 

. olhe1"'Nl!>e a mere majority of votes of all board members shall be sufficient. 
(4) 'me board of directors shall follow the guidelines and instructions approved by 
the General Meeting. Their breach shall. however, have no influence on (he board of 
directors member;;' dealings with third p.1r1ies. 
(5) The members of the board of director;; shall be bound to exercise their authority with 
proper care. and to keep in secrecy cnntH.Jcntial information and facts. which if disclosed, 
may harm the company's interests. 
(6) Members of the board of directors. who have breached their duties, sh;lll be I iahle (0 

compensate damages c.'1used to third per~lns, if such damages cannot be compensated hy 
the company because of its tn!>olvency 

§ 195 

(1) 'I1lC mlnut~ ul the boiHJ of Jtrt:Clllr..· meetings. including adopted resolutions, shall 
be signed by Ihe (n;mman of the oUiHJ llf tlirectors and the minutes cleric 
(2) L1ch member (It the boartl of um:ctor;; m(lY demand that his differing opinion on 
a maHer under dl!>cusslon be recorded In [he nllnules. 

§ 196 /-;.., - :', ""..t, _"'r nJE CC'-I1It= T' - ~A.. 

(1) l Jnl~s the Artlcl~ III A'>!>oLl.l\I(ln 1I1lply olherwlse. no member of the hoarJ of 
direclors shall be allowed: 
(8) to (llncluJe in hiS own n;lme. (Ir ttrl hi!> own account, ousiness dedls related to 

Ihe company \ huslncss actlvltlCS, 
(b) to medl~[e the c(lmpany\ husinc!>s Jcal~ for third per;;ons, 
(c) to p:lrtlL'lpdll' III Ihe hU!'>lne~s acllVIlll''o (11 another company as a member WIth unlllTIllcJ 
II a hll I I Y • ( I r 
(d) to exerosc the l)c)wcr;; 01.1 !>talu\llry IHIJy. ur he a memherof a statutory or Similar hotly 
uf another legal entity engagnl in !>Imllar husln~s activities. lhis limitation shall not apply 
If the company, lIf whose !>Ialutory hudy he IS a member, i!> a participant (a shareholder) in 
the olher company'~ hU!>lnC!:>s. 
(2) AIly brellch (If the ahl.lVl' prpvl'oIPJlS shall hCM 'he consequences !>pecified in § 65, 

Tht' SlIpt'rvbory Buard 

§ 197 
(1) IllC Supervlsllry HOMJ sh;all SUjll·I\.I!>C the pcrlorm;lIlU! (If the hoard of dire<..:lurs and 
the c(lmpany'~ husl/l~s <lctIVltlC-.. , 
(2) McmlJt.·r., 01 the SUpt'cvIsllry HI1MJ "hall he ell111ted to inspect all the documents and 
reports coou.:rnlllg the C()IIIP" oy''o ,Iell v,tlCS alld to check whether acrounts are properly kept 
and are In compll;lOce wllh,n:~lIltv..! :)n.J whether the huslness activities of the company are 
• • t", ",' Nl <,' 
In romplt;lllcc With It:!!;11 provl!>lllll< thl' Articles of Association and the instructions of 
the General Ml:ctl "g 
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§ 198 
nlC Supervls(Jry BotHd shall reVIew the annu.al financial statements as well as a proposal 

for [he JI~!nhuIIOn of profi15. and shall suhmit its mmments to the Generdl Meeting. 

II §199 
(1) l"he SUrervls'lry~ BlIilrd "hall c:\Invene a (~eneral Meeting whenever the interest of 

I
the wrnpany re'1ulrc.s ,{ and shall propose any necessary measures at the General Meeting. 
The pn'Vlstons of § 184 <..hall apprnpnJlcly llppl y tn the procedure of oonvening (he General 

. Meeting 

1(2) Inc Surervl~ory BllMd sh:!11 repre!>cn( the company in courl litigations and similar 

procn·Jtngs agalfLSt mt:mhers 01 the hOMO 01 directors. 

§200 10) nle Supervl~ory Blltlfu "h,11I consIst of no fewer (han 3 (three) members. Two-thirds 
. of Ihe SUperviSOry Bilaru shall be elected hy the General Meeting, and one third by 

"

he efllrluyc~ of [he cumpany. proVIded Ih:!I there are more than 50 (fifty) full-time 
I mplllvn.:.\ at [he II me of eiedll>O 1l1e Artldt.::) 01 :~oclation may stipulate a higher number 
of mClllber'>. ~IL.L~e)Supt·rvl'>()rV Hl):'lrd 10 he dC-L"teu hy the employees. however. this number 

~JlI II. d ~: hlg:fH~r IhiHl rhe number of members elected by the General Meeting . 
• Ine .. \rtlcles of A.s5oclatlon llIay stipulate that even if there are fewerlhan 50 (fifty) 
empillvtT~ Ifl lht! comp.1Clv. (he employees shall elect oft member (some members)- of 

I he Sur~:f\.·I~()ry Hoard 

2) \1clllhers of the ~upervl"'(lry Board shall he elected for a penod stipulated by 
the t\rtlllt:~ 0/ A!>SoCl.1tlOn. h(lWever. not cxccetliltg 5 (five) years . 

• ) 111<.: pr(}VI~I()~ ul § I<-I~. rl.;trrtgr:lph 4 lind parilgnlph 5, and § 1<-16, shall ~imilarly apply 

I~ melllt~:r.. 01 the SUrcf\.·I~urV B(laru. 
H) (1111 Y :1 ni-l!Urlil per..()rl r:l~ t"Rtll-vrtlllMl) may k(:·nme a member of the Supervisory 

, OMJ \ 111l"mlx:r ll( the ~uJlt·rvl~\lry OllUU <..11:111 not be allowed to he simultaneously 
__ J V'-L x."'" 

mt"III!" r (I, the I""MU {d Jlrl"J .. tllr-.. ,~f()( .. ur;thlr. (,r.1 person aUlhnrilcd to act on bchalfof 
the l"lllllJl.tnv ihC(lf{.ilnt: t(l .H1Crllry III Ihe <. '(lmpanlt·~ Register. 

I §201 
(I) . \kmlx:r.. of tilt.: :--upcf\.'I"(lry Buard ~hilll p.JrtlLip.1te in the General Meetings of .e nllnpany iind shall be ohl'ged 10 report 10 [he General Meeting the results of their 

.dlling anu Inspection activities. 

(2) ~h()ulu the OPICllOf} ul the empluyees· rcpre .. \clltatives of the Supervisory Board differ 

10m [he fl·:.,t llf the Supcrvl~llry Board, thIS minortty's opinion shall be made k.nown together 
Ith (he Cllnel u.. ... lons drawn hy the other memher.; of the Supervisory Board at the General 

MeclIlIg ,I> 11)(: L·llll!->cnt uf the maJonty 01 members 01 the Supervisory Board shall be required 
r dt'll~iulls 01 the board. Minules of Supt=rvl~ory Aoard meelings shall be provided and 

signeu hy i(~ (nairm;tn The minutes sh;tll also record the views of the minoril)'. if l"c nlillorlly has dcmiinucJ th;tl ~uch a rccorJ shllulJ be made. 

I· 
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Increasing the Capital Stock 

§202 
(1) A proposal to increase the capital stocK. submitted by the board of directors, shall be 
decided upon by a two-thirds' majority of the voles of all shareholders attending the General 
Meeting. Should several classes of shares have been issu~ a two-thirds' majori ty of votes 
for eada class of shares of the attending shareholders shall be required. 
(2) An invitation 10. or a notice of. the ronvening of a General Meeting shall include 
the following: the reasons for (he proposed increase of the capital stock, the method of 
increasing the capital stock, the amount by which the capital stock should be increased, 
the proposed number of shares to be issued, or the new nominal value of the previously 
issued shares. Should the increase of the capital stode be effected by the issue of new shares. 
the deadline for their subsaip.tion shall be provided . .!i::f ~ 0JIr /NOLi-<)~ •••. 
(3) ShoU''VU~ capllal stoc~ IRsrea,ed by a non-monetary mvestment. Its object and Its 
proposed amount shall be provided in the invitation or the notice. An assessment of this 
investment. made by an authorized appraiser. ~hall be submined to the General Meeting. 
(4) The increase of the capital SIOCK shall be effective as of (he day of its entry in 
the C.ompanies Regi~ter. 

Increasing the Capital Stock by Subscription of New Shares 

§203 
(1) It shall he permi~ible to increase the capital stock by the subscription of new shares 
only if the shareholde~ have paid up all prevlously issued shares. This limitation shall not 
apply to the increase ()f capital stocK by non-monetary investments or to unpaid parts of 
employee shares. 
(2) The provisions of (his Code· concerning the subscription of shares when founding 
a company . ~hall ;lppmpriately apply to the subscription of shares when increasing 
the capital stoCK. 

§204 
(1) When subscribing a share in order to increase the capital stOCK. the subsaiber shall 
pay the part of its nominal value stipulated by the General Meeting. however, no less than 30 
(thirty) per cent. !I"TH6..er.> 
(2) Unless the Artides of Association imply otherwise, the@xisting>shareholders shall 
have a pre-purchase right to suhscribe the newly issued shares in order to increase the capital 
stock - in an amount proportionate to their share in the existing cap'ital stOCK. 
(3) Should the ,.;ompany have issued debentures (§ 160) with pre-~~ rights to newly 

. • issued shares. the company shall be ohliged to offer the newly issued shares to the owners 
~~r sucli dcoenturcsyrhe ~Cha~ right of debenture holders shall have priority over F7!S the pre-~ right of • shareholders. The pre-p'iT'rlll'a'fe ri gilt of debenture holders 
.... ~..shall expire unle~ the dehenture holder maKes usc of it within the deadline specified for 
• c . ~he share suhscription. 

I 
I 
I 

(4) Unless the Artidc!> of AsSOl:lation stipulflte otherwise, the shares issued in order to 
increase the capit;,1 ~t()CK shall hear the right to dividen~ within the year, that the capital 
stock. was increa!>cu. 
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§ 205 1-'c'i!~c-I The capital !>tock of a company may be increased without a public ijlyitation to the share 

subscription, if the company was founded without the latter, and all the shareholders have 
~eed to partit:ipate in the increase of the capiLaI stock and have .agreed to its .amount. 
.~ ne provisons of § 203, paragraph 1 ~. shall appropnately be apphcable to 

the incre.lse of the capital stock. 

I §206 
The board of dirt!ctor~ may submit a propo~1 to enler the increase of the capital stock 

I
, n the Companies Register after lhe! correspondi ng shares have been subsaibed, and no less 

, han 30 (thirty) per cent of the nominal value of monetary investments have been paid. 

I The Conditional Increase of the C.apital Stock 

§207 

I I) If, in compliance wIth the Articles of N.sooatiun, (he General M:i2l decides on 
, W~U~. 

the iSSUe! of debentures which entItle their owners (holders) to requ~ In the nominal 

l a!ue of the debentures. the General Meeting shall authorize the board of directors to 
ncrease the capital stock by the amount correspondlOg to (he claimed rights attached to such 

debentures. 

12) 'The owner.; (h~lders) of such debentures sh~1I daim their ~ig~ts a~rding to paragraph 
10 writing, !>peclfylng the number of shares which they requlre.c &,- 1~';iictJ 

(3) Upon the submission of s~ch debentures, the board of d~'idg~?.?iPff}!J}.~hange 

, . he debentures for shares Ct4fTE':srx.nding -Ie the nominal val~~c'alms attacned to 
he deOcntures. 

I In(.·reasin~ the ('apital Stock {Jsin~ the Company's Assets 

I "'" §208 
l) }I.wlng ;JpproveJ an annuill or extraordinary tinilncial s~tement, the General Meeting 

may deCIde to make use of part of the protilS or other company assets, exceeding the capital 

I lock, and which are nol earmark.ed lor the reserve or similar fund, to increase the capital 
. '~"'I.!.d T"C av T}ft::, 

lock. Re :,hMt!S ~'I iJic ~hareholdcr.. shall thus~tncWt"5atproportionately to the nominal 
Viti ue of Ihei r suhscrihed shares. 

112) Shttres, whit;h are owned hy the ulmp.my (lccording to § 161. paragraph I, shall also 
lie proportHH)(Itcly lIlt;rea~cd, 

~ 
• > §209 
".) The increase shall be achieved either by i~uing new shares and distriburi~ thew ~~a ~ 

f charge itmong the existing shareholders proportionately ro~"'ii~fitirflh~€xlslang ~,. 
piLaI stock. or by increasing the nominitl v;ti ue of the existing shares. 
) The nominal value of the existing sh;tres may be increast!d either by their exchange, 

tir by inscribing them with a ~~mjn(\1 value. provided with two signatures of members .r the Ooitrd of directors authorized to sign on behalf of the company. 
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§ 210 

Increasing the Capital Stock by the Board oC Directors 

(I) The Artides of Association may stipulate thal the board of directors shall be authorized 
either to issue new shares under the conditions set by the Artides of Association, or to 
transfer the assets in excess of the capital stock into the capital stock: and to increase 
the capital stock to an agreed val ue. but not by more than one-third of the existing value of 
the capital stock. 
(2) If the Articles of Association so stipulate, the General Meeting may authorize 
the board of directors to increase the capital stock when issuing employee shares, in 
particular when part of the profits eannarked for employees shall be used to purchase such 
shares. Details shall be specified by the Articles of Association. 

x.~..?L.~ 
Reducing of the Capital Stock 

§211 
(1) A proposal 10 reduce the Olpltal stock.. submilted by the board of directors. shall be 
decided by a two-thirds' majority of VOles of all the shareholders attending the General 
Meeting. If several classes of shares have been issued, a two-thirds' majority of votes of 
each class of shares of the shareholders anending the General Meeting shall be required. A 
document - recording such a deciSIOn of the General Meeting - shall provide the reason for 
the reductIOn of the capllal stock, the:; amount by which the capital stock shall be reduced, 
and the procedure for irnpteBH~Rlin!(~ reduction. as well as the deadline for submitting 
shares to the comp.lny In "'/,f///Y~ 
(2) lne Olpital ~I(I(..:k rnay not he reduced heloWr~ount specified in the provisions of 
§ 162, p;!ragraph 3. 
(J) The reduction (II Ihe Glpll .. 1 ~I()ck ~h,,11 In p<lrticular affect the shares owned by 
the company . 
H) Inc reduction !II Ihe C;lptttil ~llIck ~h(lll nnt affect the rights (lllachcd tn debentures 
(§ 160) 

§212 
An invitAtion 10. or a notIce of. the convening of a General Meeting shall provide 

the reasons for Ihe proposed reduction of the capilal stock. the amount by which (he capital 
stock should be reduced andlhe procedure for implementing this reduction. 

§213 
(1) The c.:apltal ~to<.:k ~hilll ~ reduceJ either ny del-Teasing the nominal value uf the shares, 
or by the withdrnwill of it ccrulin numher of ~harc~ from circulation. 
(2) The numin<11 Viii uc (II Ihe ~h;rrcs ~h<lll I"lC decreased ny exchanging the existing shares 
for neW ~h(lfC!) wllh a hlwcr nominill v<lluc. or oy inscribing a lower nominal value on 
the existing shares WIth two signatures of members of the board of direcl~rs. authorized to 
sign on nehalf of the company. 
(3) The number of ~hares·ln circulation shall be reduced by redeeming certain shares 
presented in response to a 0111 oy the board of directors, or by redeeming drawn shares. 
The General Meeting ~hall sct detailed rule~ for withdrawing shares when deciding to reduce 
the capilal stock. 
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I 
rJt) 'Ibe decision of the General Meeting to redUI%. the capital stock shall be entered in 
fl_e Companies Register. An application for the en~ thereof shall be submitted by the board 
of directors within 30 (thirty) days of the l~ that the General Meeting takes such I decisi()~. 

§214 
JJ> lbe board of directors shall call on shareholders owning registered shares to present 
.em wifhin a deadline, stipulated by the decision of the General Meeting, in order to either 
exchange them, or to inscribe on them a lower nominal value, or to withdraw them from 

l
·rcuI3tion. If bearer shares have been issued by the oompany, the company shall publicize 
call to its shareholders to present their sha~N'r,.9.tJ.,.) . 
) The hoard of directors shall dedare as n.u.l!.Mt4..Yoid.such shares which have not been 

rsented in response to the call within the stipulated deadline. Shareholders shall be notified 
• this hy a procedure stipulat~ in paragraph 1. 

§21S 

I > Within 30 (thirty) d<ty~ of the ~~fro"M the Generdl Meeting to reduce the capital 
sock. the hO<trd of directors shall appropriately notify all persons, whose claims against 

I 
rompany originated prior to the enlry of the company's decision to reduce the capital 

ck inlo the Companies Register. 
) The decision of the General Meeting on the redudion of the capital stock shall also be 

I
blicized no less than twice with a minimum interval of 30 (thirty) days. 
) Credlto~ of the rompany, mentioned in paragraph I, may demand that the company 

provide an appropriate cover for their claims within 90 (ninety) days from the date on which 
~y received the notice, otherwise within 90 (ninety) ~m the last publicized notice. 
I) Should the company and its creditors fail to . r~ an agreement on securing 
the creditors' claims, the rourt shall rule on this matter with regard to the kind and r amounr of a claim in question. 

§216 
~'~ ~fter a period of 90 (ni nery) days from the deliv&1Y of the notice on the decision to .uce the capital stock (§ 215. paragraph 1). or from;:pa1nf6izi~g such a notice (§ 21S, 
paragraph 2), the board of director.i may submit an appfiC3tion to enter the reduc:ed amo~t t!U:.lUtJU.V' 

eli the capital stock in the Companies Register. The Register Court shall diai~1fi'e~ntry 
.reojl if it is~roven that the decision of the General Meeting to reduce the capital stode 
has been~if~9 according to the provisions of §21S, paragraph 1 and paragraph 2. and 

I t the claims of rhe creditors have either been secured or seuled. 
The capital stock shall be reduced as of the day of its entry in the Companies Register. 

(3) Prior 10 l£te entry of the r~~~l:Inl o(the capital stock in the C.ompanies Register, 
tl company cannnt provide payments to shareholders, or w!,ive or reduce unpaid parts of 
t nominal value of their shares related to the reduaion of the c1pital stock. 

I The Reserve Fund 
( 

§217 :1 At the lime of its founding. a comJlf1ny shall create a reserve fund of an amount and in 
a anner delerminl:d hy the Articles of Association. The minimum amount of a reserve fund 
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shall be€:..~ 10 (ten) per cent of the capital stock. This fund shall be 8Muall y supplemented 
by the amounts stipulated by the Articles of Association, however, by no less than 5 (five) 
per cent of the net profits until reaching a level stipulated by the Artides of Association"~~/M.? ~ 
(2) The board of directors shall decide on the use of the reserve fund, unJess the Artides iH~c~" ~ l. 
of Association stipulate otherwise. . :..~r;-~ 

o;:,~G. '-:. 
; :.: .-. .' 

The Winding-Up and Uquidation of a Joint-Stock Company 
-~- -

: '-":.':::::-
.,......::-.. :-:::...-,..~ 

1218 "- ,- ~ _. j~-:!i~ 
A decision on the winding-up of the rompany shall be taken by the General Meeting.. - -

The provisions of 169 shall apply to tbe winding-up. '._ . . ~., .. {~ 
1219 

- --''7.~-< - . - -:;'~.~:< 
-:--·":'':''"i;1~'~'':'''f 

(I) The General Meeting shall appoint a liquidator. 1W.lK4I!£r ~nl-Ji-~ 
(2) U2'~ the Artides of Association imply otherwise. the shareholders holding nO)ress .. ~_ ~~t~~ 
than<!O {tei1}per cen90f ~e shares ef the capital stock, upon stating their reasons, may ask _. -:::-:L:~·',c 
the Register C.ourt to recall a liquidator appointed by the General Meeting and to appoint .·:X"".-' 

another person as liquidator. . .... 
(3) A liquidator, who has nOI been appointed by the rourt, may be recalled by the General 
Meeting and replaced by another liquidator. 

IUD. 
(I) After satisfying aillhe credi tors' claims. the liquidation balance (the remaining assets) 
shall be distributed among the shareholders proportionately to the nominal value of their 
shares, unless the Artides of Association stipulale otherwise.. 
(2) If the shares have not been fully paid, only those parts which have been paid shall be . 
redeemed~ the residual assets shall be distributed among the shareholders proportionately 
to the nominal value of their shares_ lF~~tlc""llr 
(3) Should the liquidation balance (the remaining assets) not (Suffice for redeeming 
the nominal value of the shares, the liquidation balance shall be distributed among 
the shareholders in proponion (0 the paid parts of the nom~nal value of their shares. 

; 

-.. 

Chapter Il 
Co-operatives 
(D.rui.~tva) 

( ;ener.all'rovisions 

§221 
(I) A co-operative ~hall ,,~soc.:i;,lc;l r;umhcr of mcmhers and shall he eSlahli~hed either to 
undertake business activili~, or (0 ~tisfy the economic. social or other requirements of its -, 
members. .. 
(2). .. The business name of a co-operalive shall include ·the designation "druistvo· -
(a "co-operative-). 
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I 
.'3) A co-operative shall have no fewer than 5 (five) members; this shall not apply if 2 
lJwo) or more members are legal entities. 10e entry of new members into the cx>-operative 

)r the withdrawal of membership of any existing members in the co~perative shall have no 

t pad on the continuance of such a co-operalive, provided that the co-operative meets 
e conditions stipulated in the first ~enlence of this paragraph. 

I §llZ 
) A co-operative shall be a legal entity. It shall be liable for ~ breach of its obligations 

with all its property. 

I } Members of the co-operative shall not bear liability for the obligations of 
e co-operative. The statutes or the General Meeting may, however, stipuJate that in order 

to cover losses of the co-operative, its members, or only certain members, shall be obliged 

I provide a refund of up to an agreed amount to the co~perative, and this amount shall 
... ceed their membership deposits in the co-operalive. 

I §~ 
) 'The basic capital of a co-operative shall be the total of all the members' deposits, 

which the co-operative members have undertaken to pay . 
• ) The stafUtes shall sti pufate the a mount of the co-operative's basic capital. which shall 
~ entered in the C.ompanies Register (registered basic capital). The registered basic capital 
shall not amount to less than 50 (tiny) thousand crowns. 

I The conditions for membership in. a co-operative shall be the payment of 
embership deposit stipulated by the statutes (the basic membership deposit), or by part 

j the basic membership deposit (Ihe entry deposit) stipulated in the statutes ..• 
A 101al of the paid membership deposits must represent no less than one half of 

I e registered basic capital prior [0 the registration of the co-operative. 

I §224 

Fuundin~ a Co-opcrative (I·· A co-operative shall be founded al its Constituent General Meeting. 
( The Consliluenl General Meeting: . . 
:a) shall determine the amounl of Ihe regislercd basic capital. 

J shall approve the statutes. , 
: shall elect the board and the auditing commission ... 

I §225 
: A co-operative shall be ot'lciaJlyoonstituted on the day of its entry into the Companies 
Register. Prio~ 10 suhmitling an application for such an entry, no less than one half of 
tlregistered basiccapiral must be paid ... 

§22' :1 The Sl<ltut~ of a co-opcrative shall indl;lde: 
: the business name and the seal of the oo-i.perative, 
b) its scope of business activities (the scope of activities), 
'c,lthe oonditions of membership in the oo-operative,lhe rights and duties of the members 
IInst the cx)-operntive and vice versa, 

I S3~ 
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(d) the amount of the basic membership deposit and possibly the amount of the entry 
deposit, the procedure for paying up membership deposits and the settlement procedure in 
the case of withdrawing membership in the co-operative. 
(e) the co-operative bodies and the number of their members, their terms in office, 
the procedure for their constitution, their scope of activi ties, their summoning procedure and 
the manner of their proceedings, 
(0 the provisions on the use of profits and the refund of possible losses, 
(g) the aeation and use of the indivisible fund, 
(b) further provisions, if ensuing from this Code ... 

Gaining and Withdrawing Membership 

§IZ7 
(I) Both natural persons (individuals) and legal persons (legal entities) may become 
members of a co-operative. The statutes may stipulate that membership in the co-operative 
shall be connected with employment in the co-operative, in which case only a person who 
has finished his obligatory school attendance and has reached 15 years of age, may beoome 
a co-operati ve member ... 
(4) Membership in a ro-operntive shall not be dfective prior to paying the enlry 
membershi p deposit. 

§229 
(I) Any member may transfer his membership rights and obligations to another member 
of the co-operative, unless this is ruled out by the statutes ... 

§2JI 
(1) Memht:rship shall end hy me;m~ of a written agreement, by withdrawal, by expUlsion, 
or on the winding-up of Ihe co-opcr.ltive ... 

§2JS 
The I ndivisible Fund 

(I) A oo-operntive shall be bound 10 create an ind~visible fund to which no less than 10 
(ten) per cenl of the net annwli pmfits shall be allocated until the fund reaches the amount 
that equals one half of the registered h.1sic capital of the oo-operative ... 

§2.."16 
(I) Tne distnhuliun of profit\ among members sh .. 11 he determined hy Ihe memhers· 
meeting when discu.c.;sing the annu"l financial statemenl... 

The (~o-operdUve Bodies 

12..17 
The oudies uf it co-opcmliv,e Shelll he the following: 

(a) the meeting of the co-oper.ftive memhers, 
(b) the board, 
(e) the auditing commissiun, 
(d) other oo-operalive hodies ~tahrj~hcd aCl."ording to the statutes. 
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I §2.."\8 

.1) Only members of the co-operative who are over the age of 18 (eighteen), and 
representatives of legal entities thaI are members of the co-operative may be elected to 

t-operative bodies ... 

§2J9 

I I) lne highesl body of a co-operative shall be a meeting of'the members of such 
co-operative (referred to as -the members' meeting"). 

(2) The members' meeting shall meet in tenns stipulated by the statutes. but no less 
.an once a year. 'Ine convening of a memhers' meeting shall be announced in a manner 
• ipulated by the statutes. 

«]) A members' meeting must always be convened, if at feast one third of all members of 
e co-operative, or the auditing commission, demands so in writing ... 
) The members' meeti ng shall he authorized: 

I
) to it mend the statutes, 
.) to ekct and to reGIII memhers of the hoard and members of the auditing commission, 

c) to <lpproVe the annu;tllinanoal ::.t.atement, 
,;) to decide on the dl~trihulion and the use 01 (he profits, or on the method of compensating 
,elo5..'>~, 
(e) 10 del.1<.h: on the Increase or the rcdut.:tilln of the registered (basic) capital, 
i> to c.JeLide on essential qUC!)lions of the future development of the co-operative, 
II> 10 decide on Ihe division, the merge, or tbe winding-up of the co-operative ... 

I 
§240 

) Each member ~hall have one vnlc. 
(2) Should the statules limit memhe~hip to entrepreneurs, then the smtutes may stipulate r conditions, under which some memhcrs shall have more than one vote ... 

§243 

The Hoard 
I'-'The 

board r prt.:dstavens[Vo-) shall manage the activities -of the co-operative and 

fide on all of the co-operative's mallers which are not assigned to another body by this 
de or hy the statutes. . 

'The board shall be a statutory hody of the co-operative. 

I The hoard shall fulfil the resolutions of members' meetings and be responsible fOf its 
ivities to Ihe latlef. The oomd sha!1 Ilt! represented by its C1tainnan or Vice-Chairman, 

unless the statt~tes stipulate otherwise ... 
r.~ The ~1'lltites may stipulate that the everyday activities of the co-operative shall be 
... ani~cu hy a diret,;tur, who shall be appointed and recalled,b.y the hoard. 

I §244 

The Audilin, Commission 

:, The auditing ulmmission sh.111 he entitled to check alllhc activities of the ~-operative 
a to deal with cOlHpfaint~ lodged hy cu-opcriltive memhers ... "I'be auditing commission 
" II have no fewer Ihan three mcmhc~ ... 

I ss 
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(4) The auditing commission shall meet as may be neC%SSary, however, no less than once 
in three months ... 

§Z4S 

The BodJes of a Small Co-operaUve 

(1) Irthe statutes so stipulate, the authority of the board and the auditing Olmmission may 
be fulfilled by the members' meeting if the co-operative has fewer than SO (fifty) members. 
(2) The statutory body of such a co-operntive shall be its Chainnan, possibly with another 
member authorized by the members' meeting ... 

Joint Provisions on Membership in the Co-operative Bodies 

§24& 
(I) The statutes shall stipulate the term of office in the oo-opcrative bodies~ the term shall 
not exceed 5 (five) years. 
(2) Members of the tirst co-operative bodies, established after the foundation of 
the co-opcralive. may be eJected for no more than 3 (three) years. 
(3) UnJess the statutes stipulate otherwise, members of the co-operative bodies may be 
re-eJected ... 

§249 
The Ban on Competitive Conduct 

Members of the board, the auditing commission, the procurators and the director may 
neither be entrepreneurs, nor mem hers of statutory bodies or supervisory bodies of other 
legal entities wilh a similar scope of activities. The statutes may specify the ban on 
competitive conduct differenUy. 

The Winding-Up and Liquidation of a Co-operative 

§2S4 
(1) A co-operative shall cease to exist when struck otT the Companies Register. 
(2) A co-operative shall be abolished: 
(a) by a resolution of the members' meeting, 
(b) by a resolution of a members' meeting on the merge, division or transfonnation of 
the oo-operalive, 
(e) by a dedaration of h:.nkruplcy, (lr oy rejecting bankruptcy proceedings for lack of 
property, 
(d) by a ,-,ourl ruling. . 
(e) by the expilitliun of the period for which the co-opclil.ive was established, 
(0 by fu/lilling the purpose, for which the co-opcrntive w~s established .... 

, §160 

The ApplienUon of the Provisions on Business Companies 
The provisions on business companies (§ 56 through to § 75) shall be appropriately 

applied to co-opernrives, unless the provisions on co-operatives stipulate otherwise. 

56 
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Appendix 4 

Czech National Property Fund (summary #17111991) 



I 

Czech Republic National Property Fund 

Based on the Czech National Council Act No. 171/1991 

of Collection of Laws , the Czech Republic National Property 

Fund was established and as a legal entity it was - after 

the approval of its Statute by the Czech National Council 

- included in the company register on August 2, 1991. 

The Fund takes the responsibility for implementation 

of privatization projects approved by the Ministry of National 

Property Administration and Privatization, that is for implement

ation of different transformation forms included in these 

projects. The following transformation forms will be applied 

in the privatization projects implementation: 

the joint-stock companies and other trading companies 

establishing, 

sale of state shares in existing joint-stock companies, 

direct sale of property to the people determined based on 

the privatization project approved by the Czech Government, 

- sale of property based on the tender results 

sale of property in public auctions, 

- settlement of the claims of the authorized persons if they 

were divested ofctheiT propertY'~tights in the way mentioned: 

in § 2, subparagrapfi-3' -of the Act No,; 87/1991 of ColI. of -, ~ ~. 

,- Laws dealing with the off-court rehabilitation settlement of 

the restitution claims based on the Act No. 92/1991 of Collection 

of Laws. 

The property of the Czech Republic National Proper~y 

Fund does not form a part of the Czech Republic state budget. 

The Fund property can be used in accordance with the Czech 
National Council Act No. 171/1991 of Collection of Legal Acts 

in the following way: 

in accordance with the approved privatization project to 

settle the restitution claims of authorised persons based 

on the Act No. 92/1991 of ColI. of Laws to establish joint

stock companies or other trading companies, to sell the property 
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mainly through public auctions or tenders. 

- to transfer the property to the municipalities, 

- to transfer the property to the health and security insurance 

funds, 

- to increase the banks and savings banks resources determined 

to grant credits mainly to the newly established businesses, 

- to fulfill obligations of the companies determined for 

privatization in an extent and under conditions given by the 

Czech Ministry of the National Property Administration and 

Privatization, 

to finance the costs related to the privatization projects 

implementationin an extent and under condi tions given by the 

Fund Statute and in the amount given in specific cases by 

the Fund Board, 

to settle the 

based on the Act 

resti tution claims of the 

No. 87/1991 of ColI. of 

authorized persons 

Laws dealing with 

off-court rehabilitations. 

The Czech Republic 

establishment based on 

National 

the Act 

Property Fund 

No. 171/1991 

was on its 

authorized" to 

administer the financial means deposited in a Czech Ministry 

of National Property Administration and Privatization special 

account in accordance with the Act No. 427/1991 of ColI. of 

Laws on State property rights to some goods transfer to other 

legal or physical entities. These means are administered by 

the Fund in accordance with the provisions of the Czech National 

Council Act No. 500/1990 and its amendments. 

The Fund implements the above tasks in close co-operation 
with the Czech Ministry of the National Property Administration 

" 

and Privatization. This Ministry works out the methodology 

for the Fund's activities. 

There are 23 persons employed 
--

National Property Fund at present 

of employees for 1992 is 70 persons. 

with 

and 

the 

the 

Czech Republic 

expected number 
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At present, the activities of the Fund are aimed at 

the carrying out of the approved privatization projects 

implementation through all the forms of transformation that 

will be time consuming and extensive as well. 

Czech republik National Property Fund issued in co-operation 

wi th the auction sales section of the Czech Ministry of the 

National Property Administration and Privatization the method

ology on public auctions carrying out according to the Act 

No. 92/1991 of ColI. of Laws setting the procedure for the 

State property sale in this way. The first experiences with 

the direct sale and purchase based on the tender results serve 

for the preparation of the methodology ~~T other transformation 

stages as well so that the Fund is able to carry out the 

privatization sales as soon as they are approved. 

The state of privatization projects to November 30,1991 

Privatization projects number 

transferred to the Fund for transformation 20 

~arried out transformation 11 

including 

~nder transformationx ) 9 

x)Privatization projects where all the transformations were not 

carried out or the auction did not take place. 

Based on the reccomendation of the Czechoslovak Financial 

Council and the decision of the Fund Board the Czech Republic 

National Property Fund will increase the equity of Komercni 

banka, Investicni banka, Ceskoslovenska obchodni banka and 

Ceska statni spori telna to Czechoslovak crowns b 7,8 as soon 

as possible. Further the Fund will issue the bonds totalling 

Czechoslovak crowns b 22,2 to the banks who - based on the 

requests of enterprises will decide to continue granting 

credi ts to the future businesses after the positive assessment 

of the submitted business plans while writing.. off previously ,1'"--. 
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granted credits at the same time. This operation will be carried 

out by the Fund and the banks before the privatization process 

begins, just once for every enterprize. 

Based on the principles on establishing the Restitution 

Investment Fund accepted by the Financial Council of CSFR 

on 6th May, 1991, the Czech Republic National. Property Fund 

establishes the National Investment Restitution Fund to satisfy 

the claims of authorized persons by stock granting. 

In order to establish the Restitution Investment Fund 

the Czech Republic National Property Fund will put aside 3% 

of the privatized property which is being invested into the 

joint stock companies and 3% of the privatization state property 

participation in the existing joint stock companies. 

The Czech Republic National Property Fund has a financial 

share in establishing the privatization consulting centers 

providing the necessary information to the persons working 

on the privatization projects. 

The Fund will take a significant part in the ft:lancial 

strengthening of the Czech Guarantee and Development Bank 

which is intended to be established by the beginning of the 

next year. 
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Appendix 5 

Rules of Sale of State Property 
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Part Rules of Sale of State Property 

Section 01. Purpose. 

This Part of the Rules of Implementation for the Privatisation Law 
of Large Enterprises sets forth the rules governing the sale of 
any large enterprise or interest therein or property thereof, as 
specified in the Approved Privatisation Project with respect to 
such entet-prise Clt- Pt-opet-ty (individu~.lly a IISale ll and collectivel 
1I:3ales ll

). The rules set forth in this Part cU'-e intended to set-ve the 
following goals and should be so interpreted and applied by the 
appropriate organ of Federal or state administration having 
approval rights with respect to the Privatization Project of 
which any Sale is a part, or designated in /10/ of the 
Pr i V·:\ tization La~"\1 of Large En terprises ( the II C1.pp I icabl e 
Ministry"): 

a) to facilitate the rapid transfer of state property into private 
hands; 

b) tci raise revenue for the government; 

c) to assun? consistancy, fairn.?ss 
appearance and in reality; and 

and transparency, both in 

d) to increase the economic efficiency of the enterprise Dr 
property that is the subject of the Sale. 

Sales may be made by any of the methods specified in Sections .02 
through .05, or by a combination of such methods, and shall in 
each case be supervised and approved by the applicable 
Ministry in accordance with Section .06 and have the effect as to 
title to the property sold specified in Section .07. 

Section .02. Controlled Sales 

1. Commentary on Use of Controlled Sales. A conntrolled sale is 
the most flexible method of conducting a Sale and is therefore 
likely to be the most useful method in accomplishing the several 

1 
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goals set forth in Section .01. It involves a non-public auction 
to an invited growp of bidders who can be selected on the basis 
of characteristics likely to enhance the future prospects of the 
enterprise and improve its efficiency. Such characteristics might 
be, for example, bidders engaged in the same or complimentary 
lines of business, who could provide managerial and technological 
know-how, or bidders with capital available to facilitate a 
capital restructuring and modernization program for plant and 
equipment. Even if a Sale can not be completed by the controlled 
sale method, it may serve to identify one investor with which the 
applicable Ministry could effect a Sale bz the negotiated sale 
method specified in Section .05. 

2. Procedures for Controlled Sales. Procedure~ for conducting a 
Sale by the controlled sale method are set forth in the following 
paragraphs of this Section .02. Although the procedures refer to 
a Sale involving shares of stock of an enterprise, they are 
equally applicable to a Sale involving other property and should 
be so interpreted and applied by the applicable Ministry. 

3. Invitation to Bid. Each Sale by the controlled sale method 
shall be conducted by means of an Invitation to Bid, which shall 
be prepared by pr on behalf of the applicable Ministry and 
circulated to those persons who are being invited to bid. 

4. The Invitation to Bid shall contain at least the following 
information: 

a. A description of the enterprise that is the subject of 
the Sale, which may be taken from the Privatization Proj~ct for 
such enterprise. 

b. 
shares of 
number of 
applicable, 
vouchers. 

The capital structure of the enterprise, the number of 
capital stock to be sold in the controlled sale, the 

such shares to be retained bz the government, if 
and the number of such shares to be witheld for 

c. Information on stock exchange listings, if applicable • 

• 
d. The Instructions to Bidders describing how the controlled 

sale will take place and how to participate as a bidder therein, 
which shall cover at least the following subject matter: 

2 
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i. The timetable of the controlled sale process. 

i1. The 
including the 
delivered, the 
and the ni:'.ITle 
! . ..,rhom qLu=stions 

procedures for delivery of the Qualification Notice, 
applicable Ministry to which such notice shall be 
address and phone and facsimile numbers thereof 
of a person at the applicable Ministry to 
regarding the controlled sale process may be directed. 

iii. The requirements of the Qualification Notice to be 
delivered by each prospective bidder, which shall contain the 
following: 

A. Proof of either (x) of net equity of at least (specify 
amount), or (y) deposit of (specify amount) in (specify 
bank) in cash or short-term securities approved by such bank 
(provide specific information on the deposit procedures). 

B. A description of the prospective bidder's expertise or 
access to expertise in (specify subject matter of the enterprise). 

c. Three alternative dates to visit the facilities 
of the enterprise between (specify dates), and an indication of 
the required time for such visits. 

D. The identi fication of the beneficial 
prospective bidder. 

iv. The requirement to provide audited financial statements 
for the (specify period) for the prospective bidder, such 
financial statement to include profit and loss accounts, balance 
sheets and cash flow statements as well as the accompanying 
notes. The financial statements shall be attached as an exhibit 
to the Qualification Notice. 

v. The requirement to maintain absolute confidentiality 
regarding the information that will be received by signing a 
confidentiality agreement. Such agreement will state that 
information must not be divulged to other parties except with the 
written authorization of the applicable Ministry. The nonwinning 
bidders or prospective bidders must undertake not to disseminate 

3 
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in any way the information received and to return all the 
information given as well as any duplicates made or show a 
certificate of its destruction signed by a notary public. The 
confidentiality agreement shall be attached as an exhibit to the 
Qualification Notice. 

vi. Identify the beneficial owners of bidding party. 

5. Notification of Bidders, Return of Guarantee Money. 

a. The persons that qualify after having satisfied the requirements 
of the preceding section will be allowed to continue in 
the pr'ocess to 2l.cquire the shar-es of the enterprise. The 
applicable Ministry will notify each interested bidder of its 
qualifacation no later than (specify number of days after 
the date of delivery given above). 

The persons qualified to participate in the controlled sale 
will be provided with information on obtaining 
answers to questions and on opportunities to visit installations 
of the enterprise and to interview managers. 

b. Once qualifying bidders have been selected, the 
guarantee money deposited at (specify the bank) of those 
participants that were not selected for the controlled sale 
process, together with any interest accrued thereon, will be 
returned to such persons within 10 business days of the date of 
notification. 

6. Procedure for the Controlled Sale. 

a. General. By means of the process initiated with the 
Qualification Notice required by the provisions of the 
previous section, qualifying bidders may bid for the acquisition 
of the shares in the manner provided in this Section. 

b. Types of Bids. In order to bid for the shares of the 
enterprise, qualifying bidders may proceed in. accordance with any 
of the following alternatives: 

4 
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i. .Jelint-Bi.d. (Czech and foreign investor group) 

ii. Czech Bidder. 

iii • .Joint venture 

i \/.. (iden ti f)! other ty pes of ·:?F"r-·~.n gemen ts) 

c. Price. The bidders must specify in their bids the cash price 
which they are offering tel pay for the shares of the enterprise, 
specifying said price in (specify currency), for each share 
which they offer to acquire, and the total value of the bid. 

d. Plans 01'

qual if ied b::l 
bid therein, 

Programs for the Enterprise. Any person which has 
participate in the controlled sale and which will 

must include with its bid a qualitative and 
quantitative report which describes the plans or programs for 
development and growth which it has for the enterprise commencing 
on the date when, as the case may be, it would acquire the shares 
offered for sale and it would take charge of the management of 
the enterprise. The plans and programs indicated must consider 
both business and technological aspects, and must include the 
program for modernization, technologi.cal advancement, expansion 
of services ':;t.nd training of personnel ,as ~·Jell as fncluding 
convincing arguments with respect to its management capacity to 
operate an enterprise of the size and importance of the 
enterprise. 

e. The Bids. Upon fulfillment of the qualifications and other 
requirments provided for in Section 4 herein, those persons 
interested in submitting bids for the acquisition of the shares 
must submit their bids to the applicable Ministry), in a 
sealed envelope, containing one original and four topies, drafted 
in the (de~ignate language), at precisely the time fixed 
therefore, between 9:00 a.m. and 1:00 p.m., on (in each case, x 
days after a specified event) at the of1ices of the applicable 
Ministry. The bids must include: 

5 
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i. 
what price 
to pay for 

The number 
per share, 
the shares 

of shares which are to be acquired and 
in (designate currency), they undertake 
which are the subject matter of their bids. 

ii. The express obligation and agreement to pay, in 
(designate currency), to the applicable Ministry), on the Closing 
Date (as hereinafter defined, the total amount of their bid (or 
identify other payment terms). 

The bidders may apply to the payment of the amounts 
provided for in this Section those amounts which may have been 
deposited in accordance with Section 

iii. The express obligation and agreement to pay to 
the applicable Ministry within the period indicated in the 
bid, which shall in no case exceed ( ) calendar days from the 
Closing Date, in (designate currency), the balance of 
the price of the shares which they have offered to acquire, as 
well as the obligation and agreement to pay, together with 
principal of such balance, interest upon the amount thereof 
computed commencing on the date of the signature of 
aforementioned Purchase-Sale Agreement and ending on the date of 
the full payment, an annual rate equal to (provide interest rate 
standard). 

iv. A record which acknowledges that the deposit was made at 
(designate bank and office) of (specify money amount) or, as the 
case may be, that such other collateral was constituted to 
satisfy said institution to secure that, in the event that their 
offer is accepted and their bid prevails, they will proceed to 
acquire the shares, and that they proceed to sign the 
Purchase-Sale Agreement and to pay the price set forth in their 
offer. For purposes of the mentioned deposit, the bidders will be 
able to credit the deposit which is referred to in Section 

In the event that the bidder which has prevailed in 
the controlled sale does not perform the obligations which it has 
incurred under the preceding paragraph, then the deposit and 

6 
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interest thereon are lost 1n favor of the applicable Ministry, ~3 a 
contractual penalty, without prejudice to other remedies in it3 
favor under the law, including that of requiring specific 
performance or recession of the transaction. 

v. Acceptance of the Model Purchase-Agreement, the models of 
which shall be delivered at the latest on (time period) to those 
persons which have qualified such that the bids are made as they 
are deemed necessary, as well as the obligation and agreement of 
such persons to sign such agreement in accordance with the 
accepted model, in the event that their offer is accepted and 
their bid prevails. 

vi. Their 
enterprise in 
herein. 

program or plan for 
accQrdance with that 

the development of the 
provided for in Section 

f. Unsealing of Bids. All of the bids submitted on (the specified 
date), in sealed envelopes, shall be unsealed on the same date in 
the office of the applicable Ministry in the presence of 
representatives of the applicable Ministry or other 
witnesses and of those bidders who attend, as well as before a 
notary pUblic, who shall attest to the bidders submission and 
contents of the bids, attaching to his official record a COpy of 
all of the bids submitted. 

g. Additional Information. The applicable Ministry shall 
analyze the bids submitted for the purpose of 
making it possible to compare them and, for such purpose, in the 
event that clarifications or additional information may be 
required from one or more of the bidders in order to be able to 
review the bids, then such applicable Ministry shall so 
request from the bidder or bidders involved, which must submit 
the clarifications or additional infdrmation requested within 72 
hours of the request of the applicable Ministry. 

h. Acceptance of Offers, Standards. 
date, e.g., 30 days from the date of 
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provided that the conditions 5et forth in Sections ( ) herein 
h.::<.v(;? been fu.l-filled, the ,:;,.pplic':~bl,'2 i'1inistry sha.ll i.nfCH-m the 
bidders as to which offer or offers have been accepted and have 
prevailed in the controlled sale, after having considered among 
them: 

i. That offer or bid which has offered the highest price per 
share, provided that any difference in price between two offers 
which is Z or less shall not be deemed a reason or criterium 
sufficient to elimimate the lower offer, with the exception of 
that provided· in the next SUbsection, pursuant to which a 
criterium for exclusion of the higher offer shall be deemed to 
exist, even when the difference is greater than %. 

ii. The terms and characteristics of the programs and plans 
referred to in Section herein. 

i. Closing Date. Upon informing the bidders as to which offer or 
offers have been accepted and have prevailed in the controlled 
sale, the applicable Ministry shall also inform them of the date 
set for the closing of the purchase-sale transaction for the 
shares, by means of the signing of the Purchase-Sale Agreement 
(hereina.fter J'"'eferred to a.s the "Closing Date ll

). 

j. Closing. On the Closing Date, a single act shall proceeed to 
effecuate: 

i. The delivery of certificates which evidence the 
fulfillment of all of the conditions precedent set forth in the 
Purchase-Sale Agreement, as well as the delivery of the opinions 
provided for therein. 

ii. The signing of the Purthase-Sale 
applicable Ministry officials and the person 
the prevailing bid. 

Agreement by the 
who has submitted 

iii. Payment to (provide payment terms, wire instruction 
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terms). Such person may apply to the paymante of the amounts 
indicated in this Section the 3mount of the deposits which such 
person has made pursuant to Sections ( ) and ( ) above. The 
payments referred to in this Section must be made either by 
certified check in favor of the applicable Ministry or 
government, as the case may be, or by confirmed transfer of funds 
to the account of the applicable Ministry or government, as the 
case may be. 

iVa (Other Closing Date requirements to be provided as 
necessary. ) 

k. Future Offering of Shares. If applicable, on the Closing Date, 
the winning bidder shall expressly undertake with the applicable 
Ministry not to ca~ry out any act whatsoever which may impede 
or render difficult the public placement of the shares 
owned by such ministry on the domestic or international stock 
markets and to cooperate with such ministry in the public 
placement of such securities. 

1. Miscellaneous. (identify other requirements) 

7. Restrictions and Conditions. 

a. Compliance with other laws. In the process of bidding for and 
the purchase and sale of the shares, there must be adherence to 
all of the provisions of law and regulations in force, and, in 
particular, the prOV1Slons of (designate relevant Czech and 
Slovak laws, e.g., laws on investments by foreign persons). 

b. Other. 

8. Reservations and Powers. 

9 
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3. Modific3tions. The applicable Ministry or applicable 
gOvet-nfiJl=:nt, as the c,::'lse may be, n?set-ves to i tsel f the I~ight to 
modify this Section .02 on controlled sales at its discretion, as 
well as to grant extenstions of the periods of time established 
herein, or to modify in specific cases, the requirements 
established herein, without thereby incurring any liability 
whatsoever, up to fifteen (15) calendar days before the date upon 
lwhich the offers for the acquisition of the shares must be 
submitted. Such modifications shall be announced to those persons 
who have been deemed to have qualified to participate in the 
controlled sale. In such case, any such qualifying person may 
withdraw from the process of the controlled sale and the amount 
of the security deposit which it has deposited, and interest 
thereon, shall be refunded to it, without it having the right to 
any claim or compensation. 

b. Ministry Action under Certain Circumstances. The applicable 
Ministry may in its discretion: 

i. in case it deems all bids unsatisfactory, cancel the 
controlled sale process, or 

ii. in 
controlled 
bidder the 
herein. 

case of the receipt of only one offer, declare the 
sale process terminated and initiate with the on~ 
negotiated sale process set forth in Section .05 

c. Construction of this Section. The applicable Ministry 
will have the power to construe the meaning of the terms 
of the Controlled Sale and of this Regulation. 

d. No Liabilty. The applicable Ministry or government assumes no 
liability whatsoever deriving from the accounting practices 
or policies of the enterprise or of the valuation of the 
enterprise required by Part hereof, all claims for 
such reasons to be disallowed. 

10 
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Section Public Auctions 

1. Commentary on Use of Public Auctions. 

A public auction is the method 
privatise small enterprises in 

of sale currently being used to 
Czechoslovakia, in which bidders to 

acquire 100% of the entity are sought from the domestic public 
at large. It is not common practice, however, for the public 
auction method to be used for large, complex privatizations. 
Nevertheless, it may be appropriate in cases where the 
enterprises being privatized are in the small to middle range 
of the large privatizations or are of marginal economic 
viability. It may also be useful where the enterprise has no 
economic viability but its property has value and can become the 
subject of a Sale, either in whole or in parts. 

2. Procedures for Public Auctions. 

Procedures for conducting a Sale by the public auction method 
shall be those procedures set forth in the Law Concerning the 
Transfer of Certain Property of the State to Other Legal or 
Physical Persons, Federal Law No. 427/1990, as amended by Federal 
Law No. 541/1990 (effective December 1, 1990. 

Section .04. Public Offerings 

1. Commentary on the Use of Public Offerings. 

While a voucher system seeks to achieve the goal of broad public 
ownership of formerly state-owned enterprises, a domestic public 
offering seeks a similar goal, combined with the objective of 
realizing proceeds for the government (where already issued stock 
is sold by the government) and/or an infusion of equity capital 
into the enterprise (where newly issued stock is sold). 

A pre-requisite for a public offering is the existence of a 
visible public marketplace, or stock exchange, on which the 
enterprises's shares can be traded. It is an objective of the 
government to establish a stock exchange in Prague by the summer 
of 1992. In addition, enterprises would be eligible for listing 
and trading on the Budapest and Vienna stock exchanges. 

11 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

F'r i Vel.tiS.;:.. tions 
economies such 

by public offering occur 
as the United Kingdom and 

transition and development are more often 
more of the other methods specified in this 

most often in mature 
France. Economies 1n 

privati sed by one or 
F'Elrt. 

From an economic standpoint, the main issue is one of 
optimizing proceeds. Different valuation methods and other factors 
may tend to produce greater proceeds from a controlled sale than 
from a public offering. If a majority stake is sold in a 
controlled sale, a premium for control could be obtained, thereby 
maximizing the sale proceeds by this method. The decision to sell 
control has political implications, particularly where the sale 
is to foreign interests. 

The choice between a controlled sale and a public offering may 
also be influenced by an enterprise's need for technological 
and management expertise that can only be obtained from a 
strategic partner. A controlled sale need not preclude a public 
offering, either simultaneously or at a later time. In fact, a 
controlled sale to a strategic investor would be likely to 
improve the market for a public offering because of the 
confidence that the presence of a knowledgable strategic investor 
would instill in investors. 

A public offering may also be attractive from the standpoint of 
certain non-economic considerations. A public offering targeted 
to domestic investors can distribute economic ownership' stakes 
somewhat broadly throughout the country. However, the pool of 
domestic capital may be inadequate to achieve a large 
privatization by means of a public offering. A public offering to 
both domestic and foreign investors I,"-li 11 bro21.den . the pool of 
capital and should increase demand for the shares and 
thereby enhance the price and liquidity of the stock of the 
enterprise. 

2. Procedures for Public Offerings. 

A Sale by means of the public offering method requires the 
following steps: 

a. selection of market or markets (domestic only, foreign only or 

12 
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a combination, and if foreign markets. which ones). 

b. selection of investment b~,.nking firm Dr 1~.iI"'ms to "unden.Jt-ite" 
the offering--that is first, to help the applicable Ministry and 
enterprise determine the size of the offering and the price of 
the shares to be sold, the other terms of the offering and 
second, to purchase the shares and immediately resell them in the 
selected markets on the basis of its name and reputation in those 
markets, which it uses to vouch for the value of the shares being 
sold by it, 

c. due diligence by the selected investment banking firm and its 
legal counsel--that is, a process of (i) reasonable investigation 
of the enterprise to determine all information about the 
enterprise that would be material to an investor in deciding 
whether to buy the shares of the enterprise being offered and 
(ii) prepcl.ration of a selling document (known as a "prospectus ll ) 
accurately setting forth all such information, 

d. meetings of senior enterprise managers and members of the 
investment banking firm with prospective investors and brokerage 
firms in the sel ec ted mar~·:ets (known as a II road sho~o\jll), 

e. finalization of size and price of offering and allocation of 
shares to selected markets, 

f. sale of shares, 

g. delivet-y of shC1.ll"es against payment (the IIclosingll). 

Section .05. Negotiated Sales. 

1. Commentary on the Use of Negotiated Sales. 

A Sale by the negotiated sale method may take place only in 
cases where the controlled sale process breaks down because 
prospective buyers are unwilling to participate in the process 
through its completion. This is most likely to occur where the 
enterprise being sold is unp~ofitable or otherwise unattractiv~, 
or where a limited pool of buyers exists because the enterprise 
is in a specialized industry or prevailing market conditions make 
financing of an acquisition generally difficult. In contrast to a 
controlled sale in which the enterprise is marketed· to an 
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extended group of potential buyers and sold on the basis 01 

largely stand3rdized terms dictated by the seller, a negotiated 
sale involves negotiation of the terms of sale with a single buyer 
or a very limited number of buyers. Because these negotiations 
inevitably require concessions on the part of the seller, the 
process is more open to manipulation or at least the appearance 
of manipulation than is the controlled sale process. In order to 
minimize the potential for abuse, the rules require that the 
applicable Ministry obtain the favorable opinion of a qualified 
investment advisor as to the fairness of the sale transaction. 

2. Procedures' for Negotiated Sale. 

A Sale by the negotiated sale method may take place upon the 
failure of a bona fide affort to sell an enterprise under the 
controlled sale procedures set forth in Section .02. As a 
precondition to any such Sale, the applicable Ministry must 
obtain the opInIon of a qualified financial advisor as to the 
fairness of the Sale transaction from a financial point of view. 

Section .06. Governmental Supervision and Approval of Sale. 

Each Sale shall be carried out under the supervision of, and upon 
completion shall be approved by, the applicable Ministry. The 
applicable Ministry shall maintain a reasonably complete written 
record of all decisions made and other actions taken in 
supervising the conduct of each Sale and in approving such Sale. 
Such record shall be preserved and shall only be available to 
the Parliament to which the applicable Ministry is accountable 
or in accordance with judicial direction. The approval of any 
Sale by the applicable Ministry shall be evidenced by a 
certificate of approval issued by the applicable Ministry, 
which shall be final and conclusive as to all matters 
pertaining to such sale, including, without limitation, the 
methodology used, the purchase price and form 61 consideration 
paid and the successful bidders selected, if the sale is conducted 
pursuant to Section .02 or .03, or the purchaser involved if 
the Sale is conducted pursuant to Section .05. 

Section .07. Title to Property Sold. 

J./V 
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Upon the completion of a Sale supervised and approved in 
accordance with Section .06, title to all property sold thereby 
shall pass to the purchaser or purchasers thereof, free and clear 
of any right, title or interest whatsoever that might otherwise 
be asserted by any person claiming under Law No. 403/1990, 
concerning the rectification of some property injustices, 
according to the letter of Law No. 456/1990. 
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Decree on Investment Vouchers (#383/1991) 
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DECREE OF THE GOVERNMENT OF THE CZECH AND SLOVAK 
FEDERATIVE REPUBLIC 

REGARDING THE ISSUE AND USE OF INVESTMENT VOUCHERS 

dated SEPTEMBER 5, 1991 
(Ref No. 383/1991 Sb.) 

This translation has been prepared by the privatisation advisers to the Federal Ministry of 
Finance in Czechoslovakia. 
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The government of the Czech and Slovak Federal Republic, in accordance with § 46, 2) 
of Law No 9211991, re: conditions of the transfer of state property to other persons (the 
"Transformation Law"), after agreement with the government of the Czech Republic and 
the government of Li'ie Slovak Republic, decrees: 

PART I 

INVESThfENT VOUCHERS 

Section 1 

2 

3 

The Federal Ministry of Finance is to issue voucher books that consist of 
registration cards I and II and of vouchers. Each page of the voucher book is 
marked with the same reference number. 

The voucher book becomes an investment voucher (l) on the day it is registered in 
the name of its owner with the Federal Ministry of Finance, which is setting up, 
for this purpose, a numbered network of special work places (hereafter referred· to 
only as "registration places"). 

The lists of registration places will be published by the Federal Ministry of 
Finance. 

(I) § 22 of Law No. 92/1991, re: conditions of the transfer of state property 
to other persons. 

Section 2 

Registration cards I and II contain the following information: 

(a) the acquisition price of the vouchers; 

(b) the birth number of the owner of the investment vouchers, his surname, 
name, title, address of his permanent residence, the signature of the owner 
and the date of the signature; 

(c) the number of the registration place, the signature of an employee at the 
registration place, and the date of registration of the voucher book; 

(d) the date of issue of investment vouchers of the relevant issue. 
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Section 3 

Besides the information prescribed by Law No. 9211991, re: conditions of the 
transfer of state property to other persons (hereafter referred to only as "the 
Jaw"), the investment vouchers contain the following information: 

(a) the number of investment points with which the owner of the investment 
voucher exercises his entitlement, in accordance with § 5, 2), to purchase 
shares of joint stock companies (hereafter referred to only as "shares"), the 
shares of which are being privatised for vouchers in connection with the 
lists of enterprises and lists of property participation of the state in the 
activity of other legal persons (2) and in accordance with approved 
privatisation projects (hereafter referred to only as "lists of projects"); 

(b) serial num.ber of each voucher. 

Each investment voucher consists of three parts marked by letters A, B and C. 
Parts B and C are separable. 

§ 4, 1) of Law No. 9211991 

Section 4 

Investment vouchers of the relevant issue are valid for 10 months from the date of 
issue. The Federal Ministry of Finance can extend this period. 

2 The date of issue of the investment vouchers will be defined by the Federal 
Ministry of Finance. 

Section 5 

2 

Each voucher book contains investment vouchers in the following composition: 

(a) two vouchers, each for one order of 1,000 investment points; 

(b) two vouchers each for two orders of 500 investment points; 

(c) four vouchers each for five orders of 200 investment points; 

(d) six vouchers each for five orders of 100 investment points. 

Each owner of an investment voucher has the same entitlement to shares. The 
total extent of this entitlement is 1,000 investment points for one owner and for 
one privatisation wave (§ 11). 

2 
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Section 6 

The voucher book can be purchased by any person for 35 Kcs. 

2 The acquisition price of an investment voucher of the relevant issue is 1,000 Kts. 
This price is payable at the time of registration of the voucher book by a voucher 
stamp which is affixed to registration card II. 

3 The size of the voucher stamp is 23mm x 30mm; it contains the national emblem 
of the Czech and Slovak Federative Republic and is marked with the acquisition 
price of 1,000 Kcs. 

Section 7 

2 

3 

The registration place will verify, on the basis of the identity document or other 
document that may replace it, that the citizen who presents his voucher book for 
registration, fulfils the conditions prescribed for the establishment of his 
entitlement to investment vouchers (3) and whether the information given on both 
registration cards is identical and correspond to the facts. If the prescribed 
conditions are fulfilled, the registration place will carry out the registration. 

The registration place will provide both registration cards with a signature of the 
employee of the registration place, a registration stamp printed over the voucher 
stamp and the date of registration. 

When registering, a citizen can be represented by a physical or legal person on 
the basis of and to the extent given by a verified written Power of Attorney. 

(3) in particular § 23, 1), a) and § 24 of Law No. 9211991 

Section 8 

The registration place will detach from the voucher book the registration card I and will 
send it without undue delay to the Federal Ministry of Finance for central recording. 

Section 9 

1 Should there be more than one voucher book registered to one person at various 
registration places, the first registration is valid. Should there be doubts which of 
these registrations was the first one, the Federal Ministry of Finance will decide 
which registration is valid. All other registrations are invalid. 

2 If the owner of the investment voucher requests, during the course of a 
privatisation wave (§ 11) at the registration place which registered his voucher 
book, a change of this registration place the Federal Ministry of Finance will 
effect this change without undue delay. 

3 
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Section 10 

The Federal Ministry of Finance will define the beginning and end of the period 
of time during which investment vouchers can be registered. Any registration 
made outside this period is invalid. 

2 The registration places will start registration of the voucher books after the 
publication of the lists of projects. These lists, prepared in accordance with the 
documentation submitted by the central bodies of state administration of the 
republics authorised to approve privatisation projects (4) (hereafter referred to only 
as the "republic ministries"), will be published by the Federal Ministry of 
Finance. 

3 The lists referred to in paragraph 2 will be prepared and published for each 
privatisation wave (§ 11). 

(4) § 2, 3) of Law No. 17111991 of the Czech National Council on the 
effectiveness of the bodies of the Czech Republic concerning the transfer 
of state property to other persons and on the Fund of National Property of 
the Czech Republic. 

§ 5, 1) of Law No. 253/1991 of the Slovak National Council on the 
effectiveness of the bodies of the Slovak Republic concerning the transfer 
of state property to other persons and on the Fund of National Property of 
the Slovak Republic. 

4 
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PART IT 

PRIV A TISA TION WAVE AI\TI PRIV A TISA TION ROU1\TI 

Section 11 

A privatisation wave is a period of time, the beginning and end of which is 
defined by the Federal Ministry of Finance, during which the owners of 
investment vouchers can, directly or through investment privatisation funds 
(§ 16), apply to purchase shares (hereafter referred to only as "order shares). 

The privatisation wave cannot be commenced until basic information about joint 
stock companies, which will be privati sed in the given privatisation wave with the 
use of investment vouchers, and about investment privatisation funds (§ 16), is 
published. 

Section 12 

The Federal Ministry of Finance can, on the basis of the actual number of registered 
citizens, adjust appropriately the number of shares published before the commencement 
of the privatisation wave. 

Section 13 

2 

Within the framework of each privatisation wave, the shares are offered in 
individual privatisation rounds. A privatisation round is a period of time the 
beginning and end of which will be defined by the Federal Ministry of Finance. 

Only shares with a nominal value of 1,000 Kes can be offered for investment 
vouchers. 

Section 14 

Each privatisation round has the following four phases: 

(a) the announcement of the rates of shares of individual Joint Stock 
Companies offered in the appropriate privatisation round for sale for 
investment vouchers; for the purposes of this Decree, the rates of shares 
means the number of shares of the appropriate nominal value offered for 
100 investment points, or another whole multiple of a hundred investment 
points; 

(b) the ordering of shares; 

(c) collection and evaluation of the orders; 

Cd) the announcement of the results of the privatisation round (§ 25). 

5 
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Section 15 

The Federal Ministry of Finance will define the rates of shares of individual joint stock 
companies for each privatisation round and will secure the publication of these rates. 

PART III 

NVESTMEST PRIV A TISA TION FUNDS 

Section 16 

Investment vouchers can also be used to acquire participation in Joint Stock Companies 
especially founded. after approval by the republic ministries, for this purpose (hereafter 
referred to only as "investment privatisation funds"). 

Section 17 

3 

4 

5 

The owner of an investment voucher can authorise an investment privatisation 
fund to use the investment vouchers handed over by the owner to acquire shares. 
He can do so only in the period of time before the commencement of the first 
privatisation round (hereafter referred to only as a "pre-round"). 

The beginning and end of the pre-round will be defined by the Federal Ministry of 
Finance. 

The investment privatisation fund will, with the investment points handed over by 
owners of investment vouchers, purchase shares for these owners, with the 
proviso that these shares together with other shares acquired in the same manner, 
will be used to increase the basic capital of the investment privatisation fund'. The 
investment privatisation fund will issue shares, with total nominal value 
correspondiIlj to the increase in its basic capital, to the owners of the investment 
points who handed over investment points to the fund. Each of these owners is 
entitled to shares in the investment privatisation fund in nominal value 
corresponding to the ratio of the number of the investment points handed over to 
the total number of investment points handed over to this fund. 

The handing over and accepting of investment vouchers creates a contractual 
relationship, between the owner of the investment voucher and the investment 
privatisation fund, the content of which are the mutual rights and duties mentioned 
in paragraph 3. 

The handing over and accepting of investment points is done in accordance with 
Part IV. 

6 
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PART IV 

ORDERr\G OF SHARES A~TI SA TIS FYr\G OF ORDERS 

Section 18 

It is possible to order shares of any joint stock company mentioned in the appropriate 
lists of projects. Investment points can be handed over to any investment privatisation 
fund. 

Section 19 

The owner of investment vouchers can order shares during the privatisation round or 
authorise an investment privatisation fund, in accordance with § 17, in the pre-round (in 
the Czech Republic at the Administration of post offices and telecommunications. Prague 
and in the Slovak Republic at the Administration of post offices and telecommunications, 
Bratislava) which will set up for this purpose a numbered network of special work places 
(hereafter referred to only as "acceptance places"). 

Section 20 

1 

2 

3 

4 

The owner of investment vouchers orders shares, or authorises investment 
privatisation funds, in accordance with § 17, by entering in the pre-printed frame 
on the investment voucher the identification number of the joint stock company, 
the shares of which he is ordering, or of the investment privatisation fund to 
which he is handing over his points. This order of shares or this authorization is 
done identically on all three parts of the investment voucher. The pre-printed 
number next to the frame defines the number of investment points which are used 
up by the identification number entered in the frame. 

If the information given on individual parts of the same investment voucher do not 
agree, the information given in part C of this voucher is taken as valid. Where 
part C is damaged or lost, the information on part B of this voucher is taken as 
valid. 

The frames on each voucher form lines. The owner of the investment voucher fills 
in these lines from the top down. On part C the owner will enter, in a special 
frame, the number of lines which he has filled in with the identification number 
according to paragraph 1. If this information is not identical with the real number 
of lines filled in, only information on the appropriate number of the highest lines 
is taken as valid. 

The investment voucher must not be filled-in illegibly, creased or damaged. The 
acceptance place can refuse to accept a voucher with such defects. 

7 
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Section 21 

The investment privatisation fund will place its orders at a registration place in a way that 
will be defined by the Federal Ministry of Finance. 

Section 22 

The acceptance place will confirm the acceptance of the order or the authority 
according to § 17 by stamping the filled-in investment voucher on all three parts 
with its stamp bearing the date of the acceptance of the order and the signature of 
an employee of the acceptance place. 

2 It is not the duty of the acceptance place to check the information given on the 
investment voucher and it is not responsible for incorrect information. 

3 For each of the filled-in vouchers handed in, a fee of 2 Kes is payable to the 
acceptance place. 

Section 23 

The acceptance place will send, without undue delay, part C of each investment voucher 
accepted to the Federal Ministry of Finance for central processing of the orders. Part B 
of each accepted investment voucher will be retained at the acceptance place for a period 
defined by the Federal Ministry of Finance. Part A of this voucher remains in the 
voucher book as a confirmation of the order or the authorisation, according to § 17, 
having been accepted 

Section 24 

1 

2 

3 

4 

The Federal Ministry of Finance will decide, on the basis of the results of central 
processing of the orders, which of the orders applied for within one privatisation 
round can be satisfied and which cannot be satisfied. 

All orders of shares will be satisfied if the total demand was lower than the total 
supply of shares for vouchers or if the total demand equalled the total supply. 

The orders for shares will not be satisfied for vouchers if the total demand 
exceeded the total supply by more than 25 %. 

If the total demand for shares did not exceed the total supply by more than 25 %, 
the Federal Ministry of Finance can decide that orders submitted by investment 
privatisation funds will only be partially satisfied, pro rata to the extent of the 
orders applied for by the individual investment privatisation funds. This reduction 
cannot be more than 20% of the total portion of shares ordered by individual 
investment privatisation funds. Investment points corresponding to this reduction 
can be used by the investment privatisation fund in the following privatisation 
rounds. 

8 
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Section 25 

., ... 

3 

4. 

During the last phase of each privatisation round, the Federal Ministry of Finance 
will inform each registration place about the number of shares that were ordered 
by the owners of investment vouchers registered at that particular registration 
place and by the investment privatisation funds that place their orders through that 
registration place. At the same time the Federal Ministry of Finance will inform 
the registration place which of these orders were satisfied in this privatisation 
round. The relevant registration place will issue, on request, the above mentioned 
information to these owners and those investment privatisation funds. 

The Federal Ministry of Finance will publish, in the last phase of each 
privatisation round. information about orders which could not be satisfied in this 
round. 

If it is not possible to satisfy the orders of shares by the method mentioned in § 
24, the Federal Ministry of Finance will decide that none of these orders will be 
satisfied and that these shares will be re-offered in the following privatisation 
round. At the same time the Federal Ministry of Finance will define the new rates 
of these shares and will secure the publication of these new rates. 

Investment points used for orders that have been cancelled in accordance with 
paragraph 3 shall not be included in the total entitlement according to § 5, 2). 

Section 26 

1 Depending on the development of the supply and demand for shares in individual 
joint stock companies, the Federal Ministry of Finance will decide on the ending 
of the sale of these shares in the appropriate privatisation round, and will publish 
this information. 

.., ... Investment vouchers of the relevant issue which were not used in the privatisation 
wave for which they were issued, or were not used to the full extent according to 
§ 5, 2), cannot be used in following privatisation waves. 

Section 27 

The Federal Ministry of Finance will announce in writing, within one month of 
the privatisation wave ending, to each owner of investment vouchers and to each 
investment privatisation fund, which of their orders placed in the course of the 
whole privatisation wave were satisfied. The Federal Ministry of Finance will at 
the same time announce, within what time and by what form these shares will be 
handed over to them. 

2 The investment privatisation fund must, within one month of receiving its shares 
in accordance with paragraph 1, announce in writing to the owners of investment 
vouchers that have authorised it in the pre-round, according to § 17, the number 
and nominal value of the shares to which they are entitled. At the same time it 
will announce within what time and in what form these shares will be handed over 
to them. 

9 
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PART V 

FINAL PROVISIONS 

Section 28 

.., .. 

The owner of investment vouchers can, in cases of loss, damage or using up all 
the pages of the registered voucher book, request the registration of a new 
voucher book at the same registration place which registered his original voucher 
book. 

The price for registration of a new voucher book in accordance with paragraph 1 
is 500 Kes and is payable before the registration by money-order to a special 
account of the Federal Ministry of Finance. The registration of a new voucher 
book does not increase the entitlement according to § 5, 2). 

Section 29 

If a citizen applies for registration of other voucher books at one or more registration 
places, he is not entitled to a refund of the excess amount paid for acquisition of the 
extra investment vouchers. 

Section 30 

If the owner of investment vouchers exceeds, when ordering shares, the limits defined in 
§ 5, 2), the Federal Ministry of Finance is entitled to bring this information in line with 
the defined limit. In doing so, the Federal Ministry of Finance will always give 
preference tc? an order submitted earlier (before an order submitted later). 

Section 31 

Information concerning joint stock companies, mentioned in § 3, I), investment 
privatisation funds and rates of shares will be published by the Federal Ministry of 
Finance, in particular through registration places and acceptance places. 

Section 32 

The decisions under this decree will be taken by the Federal Ministry of Finance after 
agreement with. the republic ministries. 

Section 33 

This Government Decree becomes effective on the day of its announcement. 

This translation has been prepared by the privatisation advisers to the Federal Ministry of 
Finance in Czechoslovakia. ' 
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Appendix 7 

Voucher Privatization Information Booklet 



I I I 
w

 
u z 

I 
~ u.. 
o 

I 
~ If) z 

I 
~ ~ w

 

I 
§ 

I ,I I I I j I I I I r. 

I I 

t 



.. - - - .. -
Contents: 

BEST AVAILABLE COpy 

J. GE:"oIERAL PART 
I. \vh .. , IS prl\"illi~lIon 

1. Aim~ of pllI!alisallon 
3. Melho<.b of prJ\"all",uloD 

3.1 Panial and full privalisalion 
3~ SOlie of an enl~rJln5~ or pall of lIS pro~rly 
3.3 Solie olf ~1.dC panicipalion in Inc aClivilY of legal persons 

.. 

3.-' fuunding oi an enlerprise wilh privale (c.g. foreign) properry parlicipallon 
~. Valuallun an..! purcha,e price 
5. Secllru.,,~ mar~cl 

5.1 h)1P1 swell; company and shares 
5~ Dlvl<ien~ and cap.lal inCl)me 
5.3 Guaranlees for liatnhl.es 
5.-' Pllrch0l5e and sale oi .ecurilies 

6. Invc51menliunds 
6.1 Minim~lion of inveSlment ri1k 
b~ InvC$lment policy 
6.3 Invcmnenl lund!. in Inc proccS$ of voucher privalWition 

II. SPECIFIC PART 
7. The purpog of ~oucher privalWilioD 
II. The principles of Ihe vOllcher melnod 
9. G()"ernmeRl decr~e abolll Inc i1suc and usc of inveslmenl vouchers 

9.1 MClhod or i1suc of voucbers 
9~ ViUio~ ~ or invC5lmenl vouchers 
9.3 Acquisilion price of vouchers 
9.4 Melhod of expressing Ihe cnlilicmcnllo shares 
9.5 MClhod of applicalion of inveslmenl vouchers 

10. Voucher booK 
11. Pri~ and rales of shares 
1:. Pamcipalion of a cilizen in voucber privali1alion 

1:!.1 Purchase of a voucber bo<lk 
11.2 Rcgi"'Ulion of it voucher book 
11.3 Ordering snares in Ihe inveslmcnl privali1alion fund!. during Ihe prc-round 
12.4 Ordering of shMe:,; ill individual privali1alion rounds 

13. Oversubscribed demand 
H. Ccnlrill correclion of orders 

14.1 Orden exceeding Ihc limil of 1,000 inveslment poinls 
14.2 Orden 00 an unsuilable inveslmenl vouchtr 

15. Inveslmcm prlval .... ,ioo fund!. (IPFs) 
15.1 Properly of IPF, sharebolders of IPF and division of shares 

among IneM: shareholders 
IS.~ keduClion ,)f II'F orders in cases of oversubscription 

lb. Exsmple calculation of an average share pnce 
\";. Rccl>lnmendcd Stralegy lor ordering shares 10 Ihe fllsl privalisalioo round 

-

ISBN 80·7{)..l9·018·7 

~ 

:I 
3 
3 
4 

.t 
4 

5 
5 

o 
1.1 

7 

!l 
8 
8 
Ij 

10 

11 
11 
11 
1:! 
11 
13 
13 
13 
13 
14 

15 
15 
IIi 
16 
11 
11 
26 
~~ 
.1 

17 
~ 

~9 

19 
30 
31 
33 

ISBN 110·70-19·017-9 (ces. vyd.) 

~j, 
"-

.. 

i 

i 
\ 
I 

.:\ 
·1 ;, 
., 

- .. - .-' - .. .. - -
1. GENERAL PART 

1. What is privatisation 
The concept of privatisalion is being used both in the broad and narrow sense of the 
word. In the broadest sense of the word it means increasing the size of the private sector of 
the economy by reducing the state sector. 

In the economy, privatisation happens, for instance, when the share of manufacturing 
businesses in the private sector increases from 10% to, say, 18%. This increase can occur 
for twO reasons. First of all because new private enterprises are founded. Secondly, 
because enterprises owned by the state are transferred into private ownership. . 

In the narrower sense or the word, the concept of privatisation is always understood to be 
the latter of the above mentioned processes, i.e. the transfer of property owned by the 
state to private persons. 

Such a transfer can be done, principally, by three methods. First of all by restitution, 
secondly by sale and thirdly in the form of a gift. 

During privatisation the state therefore either returns some propeny to its original 
owners, or it sells its propeny to domestic or foreign entrepreneurs, or it gives its 
propeny to certain groups of the popUlation as a gift. 

It is a feature of privatisation that property, which is the subjeCl of the transfer (i.e. 
restitution, sale or gift) are generally means of production. Therefore buildings, land, 
machinery, stocks. trademarks. patents and often whole enterprises. including their 
claims and liabilities, are privatised. 

Privatisation (in the narrower sense of the word) is therefore a process which results in a 
change of ownership of means of production from the state to private entrepreneurial 
subjects. 

2. Aims of privatisation • 
The aims of privati sat ion are both political and economic. Changes in the social 
structure. i.e. creation and expansion of the group of proprietors and their interest in 
ownership, belong among the political aims. This group will establish the counter-balance 
to all other social groups. in particular for the group of employees. As a result of 
privatis:ttion, the monopoly of the Slate to provide employment opponurUties is 
removed. TIle removal of this monopoly is a necessary condition for the runctioning of 
democratic society. 

The economic aim of privatisation is to increase the ability of the economy to adapt to 
external conditions. Private entrepreneurs react substantially faster to changes in prices, 
demand, technology etc. If they do not react, they perish. It is nOI in the interest of Ihe 
state, and the state has no reason. to prevent them from this decline. On the contrary, 
from the point of view of the Slate, an enterprise that is going bankrupt is making the 
necessary space for the crealion of new companies or for the growth oi the enterprises 
that prosper. 

Private enterprises are therefore more flexible not only as far as their creation and 
operation are concerned, but also in their liquidation. The abolition of stale enterprises, 
on the contrary, will always be prevented by their owner· the state - which will, oy 
various methods, try to help them get over their economic difficulties. Tnereiore, 
enterprises which should have been liquidated a long time ago to make space for those 
thaI are prosperous, often survive in a state-controlled economy. 
I 
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!'rlv;lIe cmcrpri!>c is subject to lIlore min~ent control.~ over iLS economics because there 
arc: particular people whu~c: personal benefit is connected with iLS prosperity. 

Managers of a private enterprise are responsible for the resulLS of their activities not to 
some st3te bureaucracy but to definite owners, or definite shareholders. Each 
shareholder has various reasons to be imerested in whether the manager acts sensibly 
or. on the conuary, is irres?onsibly wasting resources. 

Therefore it is possible to expect a substantially higher financial discipline from a private 
emerpr~e than from a state one. the tendency of which is to prefer social targeLS (in 
particular maintaining a high level of employment) to the detnment of pure economic 
c:fiectivene~. . 

3. Methods of privath:ation 

3.1 Panial and full privatisation 

In principle, enterprises are bought and sold by the same methods as any other goods. 
However, cenain criteria do exist. In the sale of an enterprne, a very significant role is 
played by the co-owners or participants in its activities. Only very exceplionally are 
medium-sized and large enterprises owned by a single physical ~erson. 

Participation iD the activities is, in effect, panicipation in the decision-making process on 
how to manage the/roperty of the emerprise. If the enterprise is 100% owned by the 
state, a board name by the state decides on the running of the enterprise. In the case of 
a private enterprise, these decisions are made by a board of directors named (elected) 
by the private owners. An enterprise can also have mixed ownership - it is panially 
owned by the Slate and partially by private persons. The decisions are then made by a 
board of directors which is in pan named by the state and in part named (elected) by the 
private co-owners. ' 

The privatisation of an emerprise therefore means a reduction in or even removal of the 
share of the state in determining the running of an enterprise. An enterprise can 
therefore be privatised fully or p'!f'ially. . 

There are several methods to reduce or remove the share of the state in determining the 
running of an emerprise. All of them, however, can be included in one of the following 
categories: 

a) sale of the enterprise, or pan of its property, to a defined private investor. 

b) deposit of the property of Ihe state-owned enterprise into the assets of a commercial 
company and the sale of the state's property participation in this commercial company. 

c) deposit of part of the state-owned property into a subsidiary founded together with a 
pri\'ate entrepreneur. 

3.2 Sale of an enterprise or part of its property 

In this case, individual pans of the: propeny of an enterprise are sold directly. lllis. of 
course. includes material property (buildings, machinery) and also claims and liabilities. 
Further. the rights to palems and licences are also included in the property of the 
enterprise. 

When an enterprise is being sold, the individual pans of the property of the enterprise 
(if not all) which are to be transferred into the ownership of the new private owner must 
be defined. 

\ 
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The sale of an enterprise (or its part) is thus an exceplionally difficult busaness 
transaction in which whole teams of lawyers and economists u~oally participate. 

3.3 Sale of state participation in the activity of legal persons 

An approach can also be adopted wbere the property of the enterprise' is not sold 
directly, but indirectly, by means of so-called property panicipation. In this case the 
property of the enterprise is deposited into the assets of a commercial (most ohen a 
Joint stock) company. It is then not tbe J;>roperty of the enterprise (including claims and 
liabilities) which is privatised because this property is no IonIZer owned by the state but IS 

owned by the appropriate commercial company. The stale has acquired a property 
panicipation (shares) in this newly-created commercial (joint Stock) company instead of 
property in its ownership. It" is this property panicipation which IS then privati sed. In 
othe:r words, it is not the: material and non-material assets of the newly-created joint 
stock company which are being privatised but the shares that are issued on the basis of 
its assets. 

3.4 Founding of an enterprise with private (e.g. foreign) property participation 

A situation which very often arises in our circumstances is that the state enterprise splits 
off part of its property, and this prope:rty is then deposited, together with property of 
some foreign private company, into a new commercial company. The deposit of the 
property of the state and deposit by the foreign firm creates a so-called joint venture. 

The right to decide on how to manage the properry of this newly-created company will 
be detennined by the size of the deposit of the two founders, Le. the state enterprise and 
the foreign private firm. This means that. the original 100% control of the Slate over the 
enterprise has been "diluted". The foundins contract of this joint venture can also pre
suppose a further inflow of investment ,c;~Pttal from the foreign panner. In such a case, 
the control of the state over the ongmally state-controlled property will decrease 
funher. Actual decision-making about the management of the property can pass very 
quickly under the full control of the foreign private panner due to the fact tbat the 
original propeny of the enterprise has been transferred into the ownership of ~ 
commerClal company, and the intluence of the private partner is increasing. 

4. Valuation and purchase price 
If goods (e.g. enterprises) are being sold among private persons, the question of price i 
their . private business in which nobody has the right to imerfere. The situation i 
different in the case of a sale of state property to private persons. The question of pric 
immediately becomes a public issue. 

The very basis of the privatisation process triggers off the problem of the price c 
privatised property. State property is not subject to market relationships and therefor 
no market pnce exists for it. When selling this property. the price must alwavs b 
ddined administralivc:i). The government (a ministry), and not the market. must Jefin 
the price of the enterprise bemg sold. In some cases the governmc:m will mVlle 
consultancy firm to attempt \0 value the enterprise. 

The result of this ,·aluation. however. can differ significanth' from the actual amount k 
. which the enterprise can be sold. i.e. from the actual p'urchase prict:. 11115 is oite 
ascertained only as the result of a public competillon or auction because in these cast 
the property is sold to the highest bidder. It can be defined by law that this purch~ 
prict: must nOI be significantly lower than that shown by the valu3l1on. 
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Unlike con~umer g()(}d~, in thc ca.\C of a sale: of an emerllri~e (panicularly if the seller is 
the ~tale) a zeru !Idling price: may be shown. Restitution. for in:.tancc:, is an example of a 
Iree-ui-.:harge transitr oi the prope:ny of the: State Into the owne:rship of private persons. 
Hut the state: can aho decide, aside: from reasons of restitution~ 10 divide part of its 
propeny among other categories of persons. 

This 1!ift is not, of course, always motivated by generosity. There are enterprises that 
nonoay would want even free: of charge. Ownership of an enterprise is a very expensive 
bUSIllc:M. Each owner has cenain duties towards hIS property arid the fulfilment of those 
duties can be very costly. If a citizen does not believe that the income from the 
enterprise will at least cover the liabilities, he will refuse an offer of an enterprise, even 
if It i:. being offered iree of charge. 

There are even cases where the government (as seUer) is willing to pay the new owner 
ior his willingness to take on the management of an enterprise. In such cases the 
guvernment defines for the new owner a so-called negative price. it does so in the 
knowledge that the alternative wi!1 be to close down t~ enterprise and bear all costs 
connected with its liquidation, including compensation to ex-employees and consequent 
unc:mploymem benelli. 

5. Securities market 
5.1 Joint stock company and shares 

A Joint Stock Company (JSC) is a special type of commercial company. It is created on 
the ba:;is of an agreement among a group of people who decide that each of them will 
take a cenain amount of their own propeny and donate" this propeny to the company 
t.~ing iounded. Property that the founders owned thus becomes the property of the JSc. 
llli!t propeny C"dn be in the form of money or immovable propeny (buildings, land)_ It 
COIn also be, for instance, the right to use a patent or a trademark. 

As a result of having "donated" his property to the JSC, t1:= founder acquires cenain very 
significant rights. The physical proof of his newly-acquired rights are securities called 
shares. Instead of being the Olol.l1er of the donated property, the founder has become an 
owner of shares, or property panicipation in the JSc. The owner of the donated 
propeny has thus become a shareholder. 

The starutory representative of a JSC is the board, sometimes called the administrative 
council. lbis board represents the JSC against third parties. in coun and against other 
organJ~ations. lne board establishes and manages the operations of the company and 
~xercises the rights of an employer. The board therefore decides on the methods of 
managlOg the property of the JSc. 

The basic right of every shareholder is the right to panicipale in the election of the 
board. By depositing part of his propeny in a JSC the shareholder acquires the right to 
participate in decisions about who will manage this property. The larger the amount of 
propeny deposited by the shareholder in the JSC 10 proportion to the total propeny 
deposited, the larger is his share in this decision· making process. In other words, the 
numher oi votes of each shareholder during elections to the board is dependent on the 
number of shares he own.s. 

Another right of the shareholder is to share in the profits of the JSc. This share of profit 
I~ called a di\1dend. The third of the basic rights of a shareholder is his right to sell his 
shares at any time to anybody and to receive capital from this sale. 
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5.1 Uividcnds Dnd capitul 

The motives of every shareholder are purely capitalistic. From hi!. proper.y participalion 
in the activity of thc JSC be expects financial profit. This is the purposc and fundamental 
right of each shareholder. The aim of his participation in elecung the board will be toe 
selection of people that will make bis fmancial profit as large as possible. The intentions 
of the shareholder will be short-term or long-term. In the short-term he will consider 
dividends, in the long-term capital gains. 
Dividends arise as a consequence of the righLS of the shareholder to share in the profit of 
the JSc. Each year the Jst will detennine iLS income and from this it will subuact COSts, 
taxes and money designated for invesunent and reserves. What is left is available 10 be 
divided among shareholders. This

L 
share of profit that the shareholder receives every 

year is called a dividend. The diVldend will equal zero if the JSC made no profit or 
decided to invest all iLS profit into development of its operations or retain in iLS reserves. 
It will be hi~est in cases where the JSC made large profits or does not intend to invest 
and divides Its whole profit among shareholders_ 

Capital gains result from the right of the shareholder to sell his shares to anybody for the 
highest price offered. If the JSC prospers and grows and its markets are expanding and 
its reputation spreads. the demand for its shares will increase. The more ~ople who 
want to buy shares in this JSC, the higher will be the price that people are WIlling to pay 
for these shares. Shares that are being sold this year for 1,000 Kts may be sold in five 
years time for 5,000 Kts_ If a citizen owns 50 of such shares, his capital gain in five years 
time will be 200,000 Kts. 
Capital gains arise alongside income from dividends. Both these types of income can be 
related 10 each other. In most successful JSCs high dividends can be paid, and at the 
same time the current price for which shares can be sold, increases. Some JSCs invest all 
their profit and pay no dividends; if the invesunent is wise, the prices for which shares 
can be sold grows fast. Capital gains in such cases can more than compensate 
shareholders for the loss they suffered by not receiving dividend income. Shon-tenn 
profit is sacrificed for the expectation of a long-term one. 

The situation does not however always develop favourably. The JSC may stagnate or 
even announce bankruptcy. This can be immedtately recognised bv shareh'olders by the 
falling price of shares. The reason is that increasingly fewer people consider that these 
shares have good prospects. 
The reaCtion of the shareholder to such a situation can be either "active" or ·passive". In 
the first instance he will exen pressure on the board of the JSC to recall at least some of 
the managers and replace them with capable people. If the shareholder is convinced that 
his effom will be successful, he will use the temporary drop in prices of shares to 

purchase as many as possible. 
A ·passive" shareholder, on the other hand, will try immediately to get rid of shares in 
the company which he has ccased to have confidence in (if they still have any value). He 
does not believe that the JSC will brin~ him dividends or capital gains in the future. He 
believes that money acquired by the sale of the shares can be invested beller elsewhere, 
for instance in the shares of another JSc. 

5.3 Guarantees for liabilities 
The JSC owns its property. It alone owns machinery, stocks, patents, claims and 
liabilities, including debts_ Therefore only it guarantees that its debts will be paid 
correctly and on time. If it does not pay its debts on time, court procc:edings can be 
commenced against it. It is the JSC that is being sued, not its shareholders. 
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The JSC' gu:u;lOlec:s its liabilities like anyone else, i.e. with all its property. Should the 
cumpany be declared bankrupt, all of its propeny which is saleable is sold and from the 
Income oi the sale Ihe clairm of credilors are paId. The JSCs responsibiliry for its debts 
IS tnerc:lore unlimited, il guarantees Ihem with all its property. 

1llese ~arantees however dt) nOI concern shareholders as Ihey do not own the property 
but Only propeny participation in lhe JSC. On the basis of this, the position of 
shareholders I!> very simple - they have only rights and basically no obligations. The only 
risk in cases of bad management is that their shares will have no value on the securities 
market. 

5.4 Purchase lind sale of securities 

Shares are bought and sold as any other goods. Shares of some JSCs are in great 
llemand, othen are not sought at all. The supply - demand ratio defines the market price 
oj these share::.. The' share market demonsuates very quickly and clearly the position 
each of Ihese J SCS is in. A high price of shares shows that the markel has confidence in 
tllC: prosperiry of Ihe ae'propnate JSc. Decreasing prices of shares signal the opposite. If 
CUI1UdellCe in the viabllllY of a JSC is completely lost, its shares lose all their value, Le. 
become unsaleable. 

6. Investment funds 
6.1 Minimisation orinvestment risk 

In a market economy, each citizen has the possibility to invest his savings, i.e. invest 
them in securities (shares and bonds), non-movable property, precious metals, antiques 
etc. 

Each of these investment decisions carries with it a certain amount of risk: at least 
in~much as an alternative investment could be more profitable. The direct purchase of 
Shales, for instance, requires some knowledge about the furure economic effectiveness 
oi the appropriate JSC. 

The purchase of shares in an unknown JSC is therefore associated with ~ risk that Ihis 
might be a poor investment, i.e. the shares will not bring 'Iny dividend or their market 
value will decrease. 

A general strategy for the minimisation of investment risk is to diversify each 
IIlvestmenl .. in other words divide it into several independent projectS. An individual 
cllilen does nOl usually have sufficient finance!>, however, for such diversification. An 
Individual citizen therefore usually cannol, alone and from hIS own pocket, purchase a 
Wide: range: of different securities. He can never create a suffiCIent assortment of 
investments to be: able to cornperasate at least partially for the loss, should one of his 
investments ·crash·. In order to protect his investment as much as possible from the risk 
of bankruptcy of J$Cs, he would have to acquire shares in at least one hundred JSCs. 
Moreover these shares should not be from companies in the same sector and in the 
same geographic region. Only such variability would p'rOlect the citizen against, for 
illMance, a crisis in a sector of industry or political instablliry in a geographical region. 

An inH!'slmenl fund is an institution which accumulates the finances of many small savers 
and invests these finances on their behalf into as many variable, successful and safe 
projectS as possible. 

Investment funds that invest in shares are impOrtant from the point of view of the 
rcyuirc:mems of voucher privatis;uion. The properry of such investmenl funds are shares 
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. of other JSCs. An investment fund il~elf i~ often a JSc. In these C:L~e~ 1l i'\ necessarv to 

differentiate very carefully between these IWO type$ of shares: . 

a) shares owned by the investment fund, i.e. the shares are the property of the fund. its 
assets,. 

b) shares' of the investment fund, i.e. the shares which represent the value of the assetS 
of the investment fund. 

Example: 

Let us take an investment fund ·StIedoteska chemie, a.s." (Mid-Bohemian Chemicals). 
The fund owns shares in companies that operate in mid-Bohemia in the chemical 
industry as follows: 10 shares ot 100,000 K~ each in ·Chemspol, a.s.", 100,000 shares of 
1,000 Kts each in 'Peuochem, a.s." and 245 shares of 10,000 K~ each in 
'Chemoexpoimpo, a.s.". 

The nominal value of the shares held by ·StIedoc!eska chemie, a.s." is therefore 3.55 
million K~. These assets are represented by 3,550 shares of 1,000 K~ each in 
·StIedoc!eskil chemie, a.s.". Each shareholder of ·StIedoc!eski chemie. a.s." will be able to 
influence the management with shares in the above mentioned three chemical 
emerprises. 

6.2 Investment policy 

When fonnulating its investment policy, the investment fund must provide answers for at 
least the following three areas of questiOns: 

a) Time horizon for the alms oCthe fund 

The investment fund will state in its policy statement whether the airm of the fund are 
mainly shon-term (maximum dividends) or mainly long-tenn (maximum capital gains). 
The more long-tenn are the aims of the fund, the less emphasis is put on the payment of 
dividends. 

If the basic strategy of the fund is long-tenn appreciation of the inv\:stments then it will 
state in its founding contract that dividends and shon-tenn capital gains will be, at least 
at the beginning, largely re-invested to expand the property oi the fund. 

b) Field of investments 

The investment fund must decide in what shares and of which JSCs it will invest. There 
are two basic criteria for diversification of the investments: 

bl) regional, and 

b2) sector. 

By combining these criteria, such types of investments as, for instance, "machinery in 
mid- Bohemia" or "electronics industry in Slovakia" can be created. 

An extreme investment policy is, of course, a 100% purchase of an enterprise. The 
opposite extreme is the policy of a "portfolio diversified to the maximum" when the fund, 
theoretically, buys only one share in each enterprise. 

c) Extent or activity 

If the fund acquires at least 10% of shares in a given JSC, it may also acquire the ability 
to become an active fund, i.e. 10 actively intervene in the management of the JSc. In 
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ca~es of 100% ownership, the fund becomes a sole shareholder and does not have lO 
share liS aUlhomy to decide how the JSC is run. 

A "usive tund, on the other hand, limits itself to the administration of its portfolio. This 
meam that it follows the movements on the securities market and buys and sells shares 
so that the profit (dividends and capital gains) for shareholders is as large as possible. 

While the composition of securities held by an active fund nonnally is stable, the 
composition of securities in the passive funds may cbange rapidly. (In extreme cases tbe 
funds are capable of completely changing the content of their portfolio . many times a 
year.) 

6.3 Investment funds in the process of voucher privalisalion 

The general principles of investment funds described above also apply to the so-called 
investment privatisation funds (lPFs) created for the accumulation of investment 
vouchers. Instead of financial assets these IPFs will collect from citizens their investment 
vouchers - either the full 1,000 investment points or a portion of this su~ 

The aim of the IPFs is to provide services for those citizens who will acquire investment 
vouchers but will lack the courage to use them for direct purchase of shares. These 
Owners of Investment Vouchers (OIVs) will entrust the investment points to IPFs which 
will invest the pointS on their behalf. 

An IPF is created as a joint stock company. Its own shares are issued on the basis of the 
~etS of the IPF. The property of the II>F will be made up of shares which the IPF 
purchases using the investment points handed over to it. Citizens who hand over their 
inveStment points to the IPF will acquire shares not directly in the privatised JSCs but 
share$ in the IPF. 
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II. SPECIFIC PART 

7. The purpose of voucher privatisation 
From experience in develored, developing and recently also in ex-socialist countries we 
know that the transfer 0 an enterprise from the ownership of the state into the 
ownership of private persons is a very complicated and lengthy process. In principle, of 
course, the enterprise is sold like any other goods. At the same time, however, these 
goods are substantially more complicated than nonnal consumer items. 

If the seller is the state, to the usual technical problems are added the problems 
stemming from the inexperience of state bureaucracy to undenake business transactions 
and from the high political sensitivity of the transaction. 

In the majority of countries. privatisation is a very slow process. If the state manages to 
privatise several tens of enterprises, it is considered a great success. However in 
countries where there are thousands of state enterprises (and nothing elf>e), such a rale 
is urmcceptably slow. 

In adopting their privatisation policy, our government and Parliament have decided to 
speed up the course of rrivatisation by the application of a so-called voucher method.. 
Within the framework 0 tbis privatisation, a significant volume of state property will be 
transferred into the ownershIp of private persons not-for money but for investment 
vouchers. 

The voucher method solves at least two problems: 

a) lack of money among the population, 

b) inexperience of the {X?pulation that generally does nOl know by what methods means 
of production or secunties are bought. (Even if the citizen had sufficient finances. he 
cannot participate in privatisation because he does not know how.) 

The sale of state property for investment vouchers is organised in such a way that it is 
sufficiently simple and understandable for every Czechoslovak citizen. 

Voucher privatis3tion will thus above all guarantee thata large volume of state property 
will pass quickly into private ownership. Secondly, it will guarantee that a maximum 
number of domestic ciuzens can participate in the privatisation process. 

8. Principles of the voucher method· 
Voucher privatisation will take place according 10 the following basic principles: 

1. A certain number of state enterprises will be transformed into joint stock 
companies, These JSCs will be joined by a certain number of JSCs that were created in 
the past from state enterprises. It will be decided what portion of shares in each of these 
JSCs will be allocated for sale for investment vouchers. 

2. The collection of shares of various JSCs thus defined will be offered for sale in one 
privatisation wave for investment vouchers. Vouchers of this issue are valid only for one 
privatisation wave. 

3. Vouchers are valid only after being registered at a Re$istration Place. The Owner 
of Investment Vouchers (Ol\,) can spend, during one priV3u5ation wave, a maximum of 
1,000 ill)'cstmem pointS. 
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4. Sh:lf':~ ~re: oifc:rl!d in individual privati~ation r.Clunds. therefore one privatisauon 

W;J\'C Clll~l~b 01 lIIulvluual pflvall~allon rounds. [:u:h pflvausallon round h;L~ lour 
~1;I~e~. 

5. In th.: first stage of each priv:ltismion round the OIV will di~cover the price of 
mdlVidual shares. In the: ne:xt stage: he will order share:s that he wants 10 buy. During the 
thud Sl:u!e <111 orders are centralfy processed. The last stage is the announcement of the 
re~ult~ 01 the privutisation round. ' 

6. One roum! will not last longer than one month. h is expected that one privatisation 
wa\e will not consist of more than five .rounds. 

7. OIV can hand ove:r pan, or all of his 1,000 investment points to an Investment 
I'Tlvati~alion Fund (IPF). Investment points can be: hande:d over to an IPF bv the 
oe!!lIInin~ oi th~ iirst priv:ltisat.\On round at,the latest, i.e:: by the: start of the sale of 
~hares ot pnvaused JSCs. The hrrut of 1,000 Investment pomts for each OIV IS reduced 
by the number of investment points which he hands oVl!r to an (PF. 

8. The OIV can spend his 1,000 investment points in one go during a privatisation 
round, or gradually dUfing several rounds. Should he exceed his limit of 1,000 
invc:stment points (including points handed over to IPFs), this order will be reduced in 
accordance with an ofricial decision so that it complies with the stated limit. (see section 
14.1). 

9. The order of shares applied for by the OIV may not always be satisfied. It will 
invariablv be satisfied when the total demand for shares ordered is lower than the offer. 
In the opposite case it ma~ be decided that the order will not be fulfilled. Investment 
pomu. invested in an unfulnlled order can be used in later rounds for orders of shares of 
any JSc. 

10. Orders of shares (and hand over of investment vouchers to an IPF) can be· done 
hy lIle holder at any Acceptance Place. However, information about the current and 
fmal results of his orders can be acquired by the OIY only at that registration place that 
h~ dealt with his regimation. 

9. Government decre~ about the issue and use of investment vouchers 

Law :-':0. 91/1991, re: conditions for the transfer oC the property of the state 10 other 
persons, has authorised the government of CSFR, after agreement with the governments 
oi Ixllh repuhlics, to regulate the method of issue of investment vouchers, the various 
t\'PC:s of these vouchers. their acquisition price, the methods of expressing the 
c:nlltlement 10 shares and the method of use of the vouchers. The government gives the 
luIluwmg responses to the above: mentioned maners in its decree: 

9.1 Method of issue of vouchers 

First of all. voucher books will go on sale and subsequently their registration will take 
place. Anybody can buy a book of vouchers. But only a Czechoslovak citizen with 
permanent re~ldence on the territory of CSFR who has reached 18 vears of age by the 
.latc: of the i~l>ue of the vouchers can re~lsler his book of vouchers In his name. At the 
[Hlle of regi~tration, the voucher book Will be stamped, ..... hich will show the date of issue 
uf the investment vouchers. This date defines the appropriate issue of vouchers: the 
vouchers of thIS issue are ~·~HdJoLlQ~J!lo!lth.s_(rQm.lhe dale of issue. Shares are sold for 
InveStment vouchers of a sin~le issue. This sale of shar~ of a selected list of JSCs for 
investment vouche:rs of a particular issue forms the so-called privatisation wave.' . 

~~ \.I, 
1~ 

- .. .. - .. .. ' - - - -
').1 \' .. riuus types or investment vouchers 

At the time the law was being approved, the pos!)ibility (}f the ex.i~tence of ~() called 
restitution vouchers was considered. Through these it would have been possible to pay 
compensation in accordance with Law No. 87/1991, re: extrajudicial rehabilitallOfL 
While preparing the govenunent decree, the worltin~ groups came to a deCIsion that the 
abuve mc:mioned financial compensation will be paid by another method· by shares of 
specially-created investment restitution funds. Therefore the whole voucher privatisation 
will involve the use of only one type of investment voucher. 

9.3 Acquisition price of vouchers 

There is a distinction berween the price of the voucher book and the acquisition price of 
investment vouchers. 

There are no rights and obligations connected with the purchase of a voucher book 
itself. A voucher book can thereiore be bought as a souvenir. (For these reasons, lOa, it 
is difficult to estimate in advance the real number of voucher books which wiJl be sold.) 

The' acqu.js!!iQ!t.p-ri,,-e...Q~ ,the vauc.hers has been defined as ),000 KCi. Physical evidence 
of this fee havint: been piiiarequires the introduction of a special voucher stamp. The 
stamp is affixed m the voucher book, on registration card II, and will be evidence thaI 
the acquisition price has been paid. 

The registration stamp is not a duty stamp. Income from the sale of voucher stamps will 
go to a special account of the Federal MiniStrV of Finance. This account will be used to 
cover all expenses connected with the costs or voucher privatisation. (Net income from 
this privatisation will be transferred to the property of the republic funds of national 
property.) 

9.4 Methods of expressing the entitlement to shares 

The government decree introduces a 'new unit - the investment point. With the aid of 
this unit the extent of the entitlement to shares is defined. Therefore the prices of 
privatised shares will be defined in investment. points. The purchase stren~th of 
mdividual investment vouchers will also be defined in investment points. Each cillzen is 
entitled 10 use his vouchers up to the maximum of 1,000 investment points. 

9.S Method or application orinvesnnent vouchers 

After the investment vouchers have bc:en registered by their owner they can be used to 
buy shares (for this owner) bv anybody. Shares are bought in such a way that first of all 
they are ordered by the OIY and afterwards he is told whether his order has been 
satisfied or not. 

Ordering is done at the acceptance places, which is the network of post offices. The 
orders are processed centrally. Controls over whether the person for whom the shares 
have been ordered is properly registered and whether the order does not exceed the 
limit of 1,000 investment points are also carried out centrallv. Before the 
commencement of the first privatisation round a so-called pre· round \\'lil be announced 
durin!! which OIVs will be: given the opportunity to hand over their InVestment points to 
II'Fs. These investment points are used by IPFs to purchase shares. Shares bought bv an 
IPF ior investment points are deposited into its assets and on the basis of thl~ it' will 
issue its own shares. Holders, of investment vouchers that have entrusted their 
investment points to an IPF will then receive shares in that IPF. 

13 
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10. Vuuchcr book 
The first two pa1?es of the voucher book are registration cards marked I and 11. 
I{egimation card 1tS sem off for central recording. Registration card II remains in the 
voucher book. Central recordint of persons will prevent one cimen from ordering. for 
him:.e1f, shares using more than one book at the same time. 

Infonnation on the registration cards corresponds to the requirements of the law. All the 
pages of a voucher book have the same reference number. The date of issue of the 
lIIvestment vouchers of the arpropriale issue is not pre-printed either on the registration 
card or on any other page 0 the voucher book. It IS included in the registration stamp. 
!Jue 10 this it is possible 10 use the voucher book for various privatisation waves. For 
lII~lanCe, should only some of the prepared books be sold in the first privatisation wave, 
Ihe: remaining voucher books can be used for the follOwing issue of vouchers. Because it 
i!. difficult to estimate in advance the number of those interested in the voucher books, 
and due: to the high COStS of printing. this minimises the tOlal costs of voucher 
privati~ation. 

The c:xtent of the entitlement to shares is expressed in investment points. Therefore the 
price of shares in individual JSCs io the appropriate privatisation round is also expressed 
lfi investment points. Each investment voucher in one voucher book has its own serial 
/lumber. The voucher book contains a IOta! of 14 invesunent vouchers marked 01 - 14. 

An investment voucher has three parts marked A, Band C. The infonnation filled in 00 
all three parts is identical. Each pan of each voucher is therefore identified by three 
features: 

a) the voucher book reference number (common to all pages of the voucher book), 

b) the serial number of the voucher, 

c) information on whether it is part A, B or C. 
The period of validity of vouchers of one issue has been defined as 10 months from the 
(late of issue. The authority given to the Federal Ministry of Finance to extend this 
period v.-ill pcmut flexibility during the course of a privatisation wave. Should the course 
of the sale be somewhat delayed, this creates the ability to sell the vouchers of the 
appropriate issue after expiry of the IO-month deadline. . 

The voucher book contains invesunent vouchers of various nominal values .. This 
variability will enable orvs to place diversely structured orders. The IOtal volume of 
investment points on the 14 vouchers is 11,000 points, out of which however the OIV is 
allowed to use at the most 1,000 during the course of one privatisation wave. 

~ 

The~e 1.000 points can be used at once in one privatisation round or gradually in 
~everaJ. If an order exceeds the limit of 1,000 investment points it will be reduced on the 
basi!> of an official decision, in order to fit the limit 

It is expected that several million people will register their voucher books. Such a vast 
number of people can only be served by seuin!i up special Re~istration Places. Due to 
other funcliom that Po(lnik vypocetni techntk)" a.s., (PVI Prague), and Podnill' 
v}'P0~tovej tecnniky, ~.p., (pvr Bratislava), are iulfiJling in the process of voucher 
pnvatisation, they have been authorised 10 establish the Regimati,?n Places. 

A citizen is entitled to register at a registration place of his choice. The selection of this 
place is imponant for the citizen because only tbis' place will have to provide 
miormation about current and final results of the sale of shares for investment vouchers. 

The pre-printed form for the power of attorney on the reverse of registration card II can 
be u~ed by a citizen if he wants 10 be represented at registration by another citizen. 
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Another wrillen form with this authorisation c:m also be used .. The signature on the 
wrinen p'0wer of anorney must be verified by an agent authomed to do so. To acqUIre 
this venflcation is just as difficult as to do one's own registration. Therefore it will be 
mainly rersons who will not be on the territory of CSFR during voucher privatisation 
that wi! be represented in such a way. 
If the timen is represented by a legal person. (e.g. bank or a savings house), this 
organisation will have to prove its authority to represent the citizen in the usual way. 

11. Prices and rates of shares 
A concept of 'privatisation wave" is being introduced. The factOrs defining Ihis wave are: 

a) On the demand side: issuance of investment vouchers of the appropriate issue (The 
100month period during which the vouchers are valid defines the appropriate issue of 
vouchers). 
b) On the supply side: a list of JSCs the shares of which (fullv or panially) will be sold 
for invesunent vouchers of one issue. . 
Registration of investment vouchers cannot be commenced until cilizem know, at least 
roughly, the volume of the supply. This requirement is satisfied when there exists a list of 
enterprises that are to be trar1Sformed into JSCs and consequently privatised with the 
aid of investment vouchers of the appropriate issue . 
The duration of·the privatisation wave is not known beforehand. Its beginning and end is 
within the authority of the Federal Ministry of Finance that will, in making these 
decisio!1S, react tlexlbly to the actual course of the sale. 
Shares for investment vouchers are sold by an auction method in privatisation rounds. 
Each round commences with the announcemem of a so-called rate of shares for each 
JSc. This rate indirectly defines the price of a share (in investment points). 

Example 1: 
The rate of a share in company XYZ is defined as "5 shares for a hundred". This means 
that five shares of 1,000 Kes each in this company are being sold in the appropriate 
privatisation round for 100 investment points. (One 1,000 Kes share of this company 
therefore costs 20 investment points.) 

Example 2: 
The rate of a share in company CDE is defined as ":! shares for 300". This me:tns thal 
each of the 1,000 Kes shares of this company costs 150 investment points. 

12. Participation or the citizen in voucher privatisation 
Full participation can be divided into the following five stages: 

1. purchase of a voucher book, 

:!. registration of the voucher book. 
3. handing over points to Investment privatisation fund in the pre-round, 

4. ordering shares in individual privatisation rounds, 
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. ". t."x.:halll.!e' ut !)all~tit:ll ()Cder~ ior shares in pfl\lati~ed JSC~. (Steps 10 be taken in this 
~t~£.e will he the suhJect ot a ~eparate lIliOrmalion boukle!.) 

12.1 Purchase of a voucher book 

Voucher boob will be sold in all POSt offices in CsFR. The infonnation booklet and the 
voucher stamp, by which the registration fee of 1,000 Kts is paid, can be bought at the 
same place. Prior to the commencement of the registration of the voucher books, lists of 
JSCs, the shares of which will be sold ior investment vouchers, will be published. The 
list!. will also comain, for each JSC. jnfannatioa-about-the-accounring..llalue .oflhe 
property uf-the JSC and the ponion of their shares that will be privatised by the voucher 
method. 10ese lists will be available at all POSt offices and local couDcil offices. Lists of 
all registration and acceptance places can a.Jso be found there. 

12.2 Registration or a voucher book 

Only that owner of a voucher book who registers his book of vouchers can participate in 
the: privatis3tion ..... ave. 

·Ioe citizen will carefully fill in, in accordance with the instructions, registration card I in 
his voucher book and will make sure that all registration information has been correctly 
transierred to registration card n. The voucher book can be regiStered bv its owner but 
he can also authorise another person to do so on the basis of a ~ower 01 attorney. The 
powt:r of attorney must be in writing and the signature must be oflicially verified. 

Rt:gistration of the voucher book can be done at any registration place. 

Registration itself is done by an authorised employee of the registration place. A citizen 
proves his idelllilY to this employee. The employee will check that the infonnation given 
on the registration card corresponds to the IIlfonnation in the identity document of the 
per:.on presenting his voucher book for registration. For the purposes of registration, the 
mizen must also buy a voucher stamp. This stamp is affIXed to registration card II and 
the employee overprints it with a registration rubber stamp. Registration card I is also 
rubber slamred. Both registration cards)Vill also include the date of registration and the 
signature 0 an employee of the registration place. This employee will detach 
registration card I and will return the book to the citizen. Registration card II with the 
rubber-stamped voucher stamp remains in the citizen's voucher book. 

I{egistration card I is sent from the registration place for central recording, i.e. to be 
entered in the ct:mral register of holders of investment vouchers. 

Only voucher books that are clean and not damaged or bent can be registered. 
Iniormation in the voucher book must alwavs be filled·in in capitals using the enclosed 
black ball point pen. Exceptionally, another ball point can be used but it must be of good 
yualny, must nOI fUn or smudge and must be black or blue. 

TIle citizen will iill in the information required in the pre·printed frames. No part of the 
lellers (including hooks, Strokes and other diacritical signs) must be wrillen outside the 
irame~, and these must not be crossed. corrected etc. Failure to respect these 
Illstructions could result in mistakes when reading the information, as this information 
..... 111 be processed by opti..:al reading equipment. The registration or order may be 
di:.lOrted due to such mlst',.kes. Responsibility for these mistakes is fully on the person 
.... ho has mistakenly tilled-in the registration card or investmem voucher. 

None of the empry frames should be crossed through as ihe optical reading equipment 
regard:; any sign emered in the irame as part of tne information! 

~ .. 
<..) <,::> III 

.. - --j -. - .. ' .. .. .. .. 
l11e clli7en fills in regi~lT:ttion card I. which i~ copied omo rl!gistralloll card ll. 
Maximum attention mu!>t be given to filling in registrallon card I. It lIIay be approprtatc 
to write the information on a piece of paper first of all and only then iill in thl! voucher 
book. Should the citizen make a mistake, he has to buy another voucher book. Aiter 
filling in registration card I the citizen will make sure th:lI all the infonnation is legible 
also on registration card II. If not, the citizen will rectify the situation. 

AJI information on registration card I must be filled in from the left. That means that the 
fir~: leller or number of the information given must be placed in the first frame on the 
leit edge. 

Example: 

correct: lolIlvlIISI I DT I !TJ 

incorrect: I I I 101 I I V I r I s I -rIIT T I I I ! I Icr I I] 

a) Birth number. The citizen will find his birth number on his birth certificate or in his 
identity document. If the birth number has nine digits, the last 10th frame will remain 
empty. The empty frame must not be crossed through! Dashes or full stops which are 
used in the birth numbers should not be filled in on the card. 

b) Surname. Only Latin lettering of up to 15 letters can be used. If there is a sign 
contained in a citizen's name which is not given in the lettering pattern, he should fill in 
the lener which is most similar. 

c) Name. To be filled in like the surname, maximum of 18 letters. 

d) Tille. The title will be filled in as the citizen considers suitable but always according 
to the same rules that he used to fill in previous infonnation. Empry frames here should 
also not be CTOssed through. 

e) Pennanent address. This information is divided into the following three groups: 
street (town), number, town (sorting office), pst (post code). 

Infonnation is filled in here according to whether the address is in a large town, in a 
town that has a post office and streets, in a town that has no pOSt office bUl ~has streets or 
in a village that has no sueets. . 

Examples: 

In a large town: 

street (town), number 

fLjolvlolslrlclKlhl 1616101 I 1 I 
town (sorting ofiice) 

I p I RIAl H IAI I9TT~T-[I) IRJOISlE I KI I. i 
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In a town thaI has post omce and streets: 

street (tOWII). IIlIl11he:r 

IN! A P{[TT I -I G I . I M I A I s I A! HI y I K I A I I c I . 11151 
IOwn (soning office) 

~r-rBJ EJLJDl H I R! A 10 I ITT 1] 

In a town that has no P(,st uffice but has streets: 

street (town). number 

[B]Trf@JYPJc I EFl HlqRTif[lT FT~1J 0 I TTl 
town (soning office) 

IslTIRlulHIAfRiriclEI 

In a village that has neither post office nOf streets: 

street (town). number 

I OlolLINlfr PIA!vTo\RlTJTiJljTT=CI cr [I 
town (soning office) 

I L I A I z I N I E I I B lETHal H I R I A \ 0 I 

f) r\umbef" of the: registfation place. Each registr:llion place has an identifying numoer. The easiest way for the: citizen 10 fill in thiS number on the registration C"drd will be direCtly at the registration place. The number will be placed so that it is clearly visible. 
g) Dale and signature of the citizen. Registration of a voucher book can be done either directly by the owner of the: voucher book or bv a person that he will authorise. Either the owner or his representative will sign Ihe registralion card and will include the dale of thiS signature. Thi~ ~lgn;lIure and dale must not be mixed up with the iniomalion thaI will be tillt:d in by the authorised employee of a registration place at the time of registration. ' 

~~ 
~ 
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E"'3I1lJllcs: 

The enclosed c::",ample~ I and 2 illustrate a faultless filling-in oi the regislr::llIon ca Example 3 intentionally contains the following mistakes: 
• letters in the surname are crossed out 
··the name is not filled in from the left 
• the title is crossed out and written above the frames 
• the address is incorrectly wrillen and wrong lettering has been used (it should be capitals in accordance with the guide) 
• the POSt code has been scribbled over. 
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11_' Oro~ril\l: or ~hares in invcstlllclil Jlfiv;lli~aliol\ fUllos ill the pft'rOuno 

'Ill~ folluwing information will b~ publi~hed before the bcginlllllg of Ihe process of 
ord~ring shares: 

a) a final list of priv~lised JSCs containing iniormalion about lhe amount and nominal 
value of shar~s with which this JSC is entering privatisation. Each JSC will be marked 
with an idemification number of lhe organisalion (leO). • 

b) a list of investment privatisalion funds to which it is possible to hand over investmem 
vouchers, Each IPF, 100 has its own leO. 

The Federal Ministry of Finance .... ;11 define a period during which it will be possible ior 
the OIVs to hand over their investmem points 10 some IPFs. The OIV can invest a 
maximum of 1,000 investment points in an IPf. He can divide these 1.000 investmem 
points among several IPFs. Investment points handed over to an IPf cannot be used in 
subsequem privatisation rounds for the purchase of shares. 

Example 1: 

The OIV wants to hand over all his investment points to an IPF the number of which is 
90000112. To do this he eDleTS this leO on investmenl voucher No.1 and hands il in at 
any acceplance place, By handing over all 1,000 investment points lhe OIV has lost the 
opponunity to participate in the following privatisalion rounds . 

Example 2: 

The OIV wants to hand over 200 investment points to IPF no. 90067722 and 300 
investment poi DIS to IPF no. 9000111 L For lhis he takes investment voucher No.9 and 
in the first rwo lines on the top he enlers (on all parts A. Band C) lhe leO of the first 
IPF and in lhe remaining three lines the leO of the second IPF. He has 500 investmenl 
points left to purchase shares in the following privatisation rounds. 

Investmenl vouchers filled.in in this way are handed over at any acceptance place. The 
acceptance place takes the same steps as when accepting orders for shares: it Slamps all 
three pans A. Band C of the investment voucher Wilh the stamp of the acceptance place 
and provides a signature of lhe authorised employee. Then lhe employee detaches parts 
Band C of the investmem voucher for recording and processing on computers, Pan A 
remains in the book as proof of the lransaclion having taken place . 

AJlthree pans of the submitted investmem voucher must be filled·in in an identical way . 
If this is not so, the informalion on part C is taken as valid, A hand over of investmem 
points by the OIV to an IPF is done using the same technique :!.S for ordering shares of 
privatised JSCs. There follows a detailed tiescriplion of lhis technique. . 

12.4 Ordering shares in individual privatisfttion rounds 

The investmenl vouchers are on pages 3 - 16 of lhe voucher book. Each investmem 
voucher has ilS serial number (01 .. 14). The value of each voucher is expressed in 
investlllent points. Investmt:1t voucher~ issued on one date can be u~cd only durrng the 
cours~ of (he appropriate privalisation wave. Any unused vouchers are nO( lransierrable 
into future privalisalion waves. 

Orders for shares are filled in on inveSlment vouchers by the Owner of Investment 
Vouchers (OlV). OIV must not overwrite, cross OUI or change any iniormation on the 
voucher. 
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All iniormaliun i~ tille:d in only in the: pre:·punted frame~. Any of the fourteen 
1I1\le:~ITllelll vouLher~ call he: u~cd to ordcr ~harcs re!:ardles~ ui Ihe ~cquc:nl·C:. Orders for 
~harc~ ill C';lch 11I1\"all~allon round can be dune un line: or /lIl.If(: inVC!iIUlenl vouchcr~. II 
the 01 Y makes a mistake. he can usc any other voucner. 

Each' invelOlmem voucher has three pans marked A, Band C. The identification number 
of the JSC (ICO) is filled-in in the same way and on the same line on all three parlS. 
ThiS ICO is iilled·in in the pre.primed frame. The pre·printed number by the side of the 
irame designates the number 01 investment points that Ihe OIY is intending 10 invesl in 
the JSC These pre-printed numbers differ on individual investment vouchers. This gives 
the difference In the orders thaI can be made on vouchers 01 • 14. 

On part C of the investment voucher the OIV will state how many lines of the voucher 
have been fllll!d·in. This guarantees that lines that have been left free will not be filled 
in by another person. No irame that the OIV decides to leave free is 10 be crossed 
through! If thl! number of filled in lines on the investment voucher is higher than the 
iniormalion entered on pan C of the investment voucher, all the extra lines will not be 
recorllc:d. 

Orders on all pans of the investment voucher are filled·in in the same way from the top 
down and without spaces. (By space we mean an unfilled or wrongly filled-in line). Each 
hne oi the investment voucher is independent of Olher lines. If, for inslance, the OIV 
fill~ in three lines of the voucher wilh the same ICO, he is placing three times the 
d~signated amount of the voucher in this JSC. In the frame staling ICO, the OIV fills in 
the identification number of the organisation, either a JSC or :u\ IPF. 

Each OIV can use 1,000 investment points at the most. He can use this amount all at 
once, or ~radually in individual privallsation rounds. If by placing an order in one of the 
pnvatisauon rounds the <?Iy exceeds this IimiL, the order will be decreased officially to 
comply with the defined limn. . 

Example 1: 

This is a correctly executed order by which all 1,000 investment points are handed over 
to an IPF with ICO No. 90000112. This order can be handed in only before the 
commencement of the sale of shares itself. If OIV hands over all his 1,000 investment 
points to an IPF, he cannot order any shares in the following rounds. 

Example 1: 

This is a correctly executed order. Shares of JSCs No. 00660721 (for 500 investment 
POints) and No. ~50l\ I (also for 500 investment points) are ordered. At the time of 
~uhmission of this order. the account of the registered voucher book must contain all 
1,000 investmc:nt point. 

Example 3: 

This is an ir.correctlv executed order. (Onl~' shares of JSCs No. 00350545 for 200 
IOveStmelll points and No. 00450712 for 400 'investment points are correctly ordered). 
:-';umoer 9000011~ is an IPF, the orders for which can be submitted only In the pre· 
round. The 200 investment points that were intended for the lPF are therefore invalid 
and can oe u:.cd in the following pnvatisalion rounds. 

"")'1 

-, .. ... .. .... .. .. ' 
EXllmplc-1: 

When filling in this voucher, the OIY has made the following mistake~: 

• ICO wrongly filled-in on line 1 

• line 2 crossed through 

- in line 3 all three parts have not been filled-in in an identical way 

• line 4 is blank 

- -

- in line 5 a change in the value of the order on the investment voucher has been 
made . 

- in pan C, section "No. of lines filled in" has been left blank. 

Example 5: 

The OIV has made the following mistake: On part C. "the number of ruled in lines· is 
stated as 2. In fact, the OIV has filled in 3 lines. During processing of this order, only the 
first two lines will be taken into consideration and the last line ignored. Instead of 
placing orders for 300 investment points, only 200 investment points have been used. 
The remaining 100 investment points can be used by the OIV in the foUowing rounds. 

23 



I I 
IfJ-ftsr A

W
I/L

A
B

L
E

 C
O

P
y 

I I I 
I or. 

<"I 

I I I 
B

E
S

T
 A

V
A

IL
A

B
L

E
 C

O
p

y 

I I 
• 

j 
.
.
.
.
 ' 

, 
.' 

I I I I I I I I I 



.. - - - - .. - - .. 

-' 

U. Oversuh~criht.'d demand 

Sh;lrn of ;1 1;lr~e numher .,f \;trI()lI~ JSC~ will he offered in c:J~h l)fiv;lli~;lIion round. Let 
II> lOA~t" IWU tlt'the~t" nl/lIl'anlc~ ;Hld lIlark tht:1lI XYZ :Jlld CUE .. .ct II~ ~uppo~c th:Jt the 
1'"l1all:.allon wave ha~ rt:;tciled the third ruund and Ihat; 

~hare:> of )"'YZ are uffered at the rate of::!O shares for a hundred points 

shares of CDE arc offered ;11 the fate of 3 shares for a hundred points. 

Therefore shares of :\I'Z are very cheap (5 points for one share) while shares of CDE 
are very expensive (333 POlOtS ior one share). 

Let us suppose that, in this t~ird round, l~,OOO shares of company XYZ and 63,000 
shares of company CDE arc be 109 offered. 

After the rates are announced the OIVs will submit their orders. On their investment 
vouchers they will mark the identification number of those companies in which Ihey are 
Intere!>led. Some citizens will order the above-mentioned twO JSCs, XYZ and CDE. 
Aiter all the order~ have been processed. let us assume that the results of the orders for 
the~e twO JSCs are as iollpws: 

a) X'YZ 
Shares of this company have been ordered in the third round by a tOlal of 1,200 OIYs. 
who have invested a total of 480.000 points. (Each OIY has invested on average 400 
pOUlts, i.e. 1.200 x 4~O '" ·HIO,OOO). In Iota I. for those" 480,000 points. 96.000 shares of 
company X'YZ have been ordered (at the rate of 5 points for one share). 

From the total offer of 125,000 shares. therefore. only 96.000 shares have been ordered. 
'[be offer in Ihis ca!)e was larger than demand. The size of this excess offer is 

l~,OOO - 96,000 = ::!9,ooo shares. 

The result of the third round for company X'YZ therefore is: 96.000 shares of this 
company 'have been sold in the third round, and the remaining -29,000 shares will be 
hand overred into Ihe following round. and probably offered for a lower price than in 
the third round (for instance they may be sold at the rate of 25 shares for 100 investment 
points, i.e. 4 points for onr: share), 

b)CDE 

Shares of this company in the third round have been ordered by a tOtal of 12,500 OIYs 
who have invested a total of ::!.500,OOO investment points. (Each OIV has invested on 
avera~e 200 points.) A to:al of 75.000 shares oi company CDE has been ordered for the 
2.5 nuliion points (at the rale of 33.3 points for one share). 

In the third round, thereiore, while the tOtal offer was 63,000 shares. an extra 12,000 
shares ha\'e been ordered. A situation of an oversubscription has arisen, the size of this 
oversubscription being: 

75,000 - 63,000 '" l'2,OiXl shares 

In case of excessive supply. the applications can be salisfied. In cases of oversubscription 
thiS is not possible. TIl": ordc:rs 01 OIVs who wanted 10 buv shares of company CDE in 
the third round will not be s:llisfied. All these orders will be cancened. All shares of 
COI.: offered in this (third; round will be hand overred to· the fourth round, All 
investment points used In the third round to buy shares of CDE remain valid to be used 
in the.follo .... ing pnvatisallon rounds. • 
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In the next, fourth. round all 63,000 shares of company CO£ will be re-offered for a 
price that can be expected to be higher than ill the third round. (The rate in lhe fourth 
roulld could be. for Instance, 2 shares lor 100 IIlVestllle!lt POlOlS; tillS rate corresponds 10 
50 points for one share.) 

Those OIYs that ordered shares of company CDE in the third round can re-use the 
points from this order. Points invested in the third round into shares of company CDE 
remain valid and are not included in the 1,000 investment points limit. 

At the end of each privatisation round the Federal Ministry of Finance will announce by 
a convenient method, which orders could not be sausfied. On the basis of this 
information each OIV will realise how many invesunent points he has left for use in 
funher privatisation rounds. 

Example: 

Before the third round an OIV has at his disposal 300 investment points. (In the pre
round he has handed over 200 investment points to an IPF and in the first rwo rounds he 
successfully ordered shares for the total of 500 investment points.) 

In the third round, out of his 300 investment points. he has invested in the follOwing way: 
100 points to xyz. 
100 points to CDE. 

The order for shares of XYZ was satisfied. These 100 investment points have been used. 
The order for shares in CDE was not satisfied in the third round. This means that the 
100 points used to order shares in CDE remain to be used by the OIY. In the founh 
round the OIY can place orders for a total of 200 invesunent points. 

If the OIY is not sure how many investment points he has left after the third round, he 
can do one of the two things: 

a) verify this infonnation at his registration place, 

b) order shares regardless of the 1.000 point limit. If by this order he exceeds his limit, 
his order will be automatically reduced. 

14. Central correction of orders 
14.1 Orders exceeding the limit or 1,000 investment points 

The 1,000 investment points are at OIY's disposal for the whole privatisation wave. 
111ese 1.000 investment points can be spent in various ways. 

To illustrate, let us suppose that in the pre-round the OIY has handed over to an lPF 
100 investment points and therefore has 900 investment points to order shares in 
privatisation rounds. 

Further let us suppose that in the first round the OIY has successfully ordered shares for 
600 investment points. This means that for the second round he has left: 

1,000 - 600 • 100 = 300 investment points 

In the second privatisation round he. orders. by mistake or intentionally, shares for 500 
points, for instance in this way: 

a) On 2.4.199:!, on voucher no. 10, shares for 400 investment points and two days later, 
4.4.1992 (in the same privatisation round) the same OIY orders on voucher no. 9 for 100 
investment points. 
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II) On voucher no. 10 the OIY has ordered: 

j, I) ~harc~ oi cUlllpallY XYZ un the first twO lines wtalhng :!OO investment points. 

112) !.harcs IIf ,,'(lIl1P;II\V CUE Oil the llcxtlwu Iille~ abo Imalling :!OO investmenl poinl!>. 

c) On voucher no. 01) he: ha~ placed an eXIra order for 100 investment point for company 
XYZ. 

Thc:!>e twO ordc:rs (on vouchers nos. 10 and 09) cannot be fully satisfied as the Ory has 
e:~cecded the limil of 1,000 investment points. These two orders will be, "by official 
uecision", reduced according to the follOWing principles: 

1. All orders of the same OIY in Ihe appropriale round will. be arranged according 10 
tllcir date of submi!>Sion. 

2. Orders submilled on the same day will be arranged according to the serial number of 
Ihe vouchers on which Ihey were submitted. 

3. Where Ihere are a number of orders on a single voucher, these will be arranged 
according to the lines entered, from lOp 10 boltom. 

.\. Orders of one OIY submined in one privatisation round are then crossed off from the 
oUllom up until remaining orders fit into the limit of 1,000 investment points, 

In our example it means the following: Preference is given to orders on voucher no. 10, 
as they were ~ubmi~ted earlier than orders on voucher no. 09. 

Out of the orders on voucher no. 10, preference is given to orders of company xyz. 
1Il:.leiid of company CUE, as they are placed on "higher" lines. The order for company 
CUI:: for 200 investment points will therefore be reduced by half. 

111e O(V in this example will be regarded as having ordered 200 investment points in 
XYZ and 100 investment points in CDE. . . 

This course is nOl changed by the fact that, in the case of company xyz. the OIV can 
find himself In a situation of an oversubscribed demand. 

The above mentioned cOurse is partially adjusted in cases where the order in CDE 
cannot be reduced by a half, for instance where the shares of company CDE are being 
offered at the rale of 1 share {or 200 points. In this case the whole order is cancelled and 
the OIV is regarded as having ordered only shares of company XYZ for 200 investment 
points. 

'nle OIV then enterS the following privatisation round with 100 remaining investment 
puints. 

l.t~ Orders on an unsuitable investment voucher 

The voucher book contains a total of 14 investment vouchers which are divided into four 
groups according 10 what orders can be submiued on them. 

It is possible that. during the course of privatisation wave, a suitable voucher for the 
intended order has already been used up. . 

Example: 

In the first four rounds the OIV has used up all l00-point vouchers, Le. vouchers nos. 09 
- 14. (Some of these v(luc~ers he has defaced, for instance, by filling them in incorrectly). 
In the fifth round shares of company XYZ are being o'ffered at the rate of 2 shares for 
J()0 pOints. 
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The vouchers remaining in the OIY's voucher book do not enahle him 10 order shares oi 
XYZ fur exactly 300 tnveslment poi?ls. Therefore the 01 V wiU u!>~. ,for Instance: voucher 
no. 03 and Will urder sh:Jre~ of X\ 1. for 500 II\vestmelll pOlnl~. I hl\ urder .wtll oUTIng 
I'roce~Slllg be automatically laken ;c. an order of unly 300 inve!>lfTIenl poims. 

If the OIY enters the ICO of company XYZ in both SUO-point lines On voucher no. OJ, 
formally he is ordering for 1,000 inveslmem points. This order will be, however, 
automalic'a1ly reduced 10 900 points. Should the OIV exceed by thi!; order the 1,000 
pOint. limit, the order will be funher reduced in accordance with the principles. 
mentioned above. 

15. Investment privatisation funds (IPFs) 
15.1 Property of IPF, shareholders of IPF and divi»ion of shares among these 

shareholders 

An IPF is founded as a joint stock company. The founder of an IPF can be a legal person 
which oblained authonsation from the appropriate republic ministry of privatisalion. 
These founders will be mainly existing state financial institutions. Other legal persons, 
already established or founded for Ihis purpose, can also apply to found an IPF. 

The aim of the founder of an IPF is to become the administrator of the prol?erty of an 
lPF. The property of an IPF will be shares of various JSCs purchased lOr Investment 
points. These investment points are handed over by the holders of invesunent vouchers 
to the lCO of an JPF which they have selected, The founder will collect invesunent 
points handed over and will USe them to buy shares. These shares will be hand overted 
Into the property of the IPF. Then it will Issue its Own shares based on the proper!}' 
acquired. These shares will be divided among those OIYs who have handed Over their 
investment points to the appropriate IPF. 
Example: 

Let us take two holders of investment vouchers, A and B and one IPF, to which in the 
pre- round: 

A hands Over 200 investment points 

B hands over 600 investment points. 

B therefore has handed over three times as many investment points to Ihe IPF; the ratio 
of Ihe investment points handed over by Ihe two persons is 1 : 3. This ratio is identical 10 
the ratio in which shares in the IPF will be divided. 

The tOlal points handed over was 800 and using these points shares will be bought (by 
the founder of the IPF). , 

leI us suppose that at the end of a privatisalion round the follOwing was purchased for 
thc 800 POintS: 

50 shares of 1,000 Kcs in company XYZ, 

30 shares of 1,000 K.:s in company CDE, and 

SO shares.of 1,000 Kts in company FCU. 

For Ihe 800 points was boughl: 

50 l' 30 + 80 = 160 shares of 1,000 Kts in various JSCs. 
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lbe shares thu~ acquired are handed over to the IPF. The nominal value of the: property 
of the: IPF il> It.O,OOO K6.. The IPF will then i~ue its own shares to Ihis value. For 
imlallce. 16 ~hares of lO,uOO Kts of this IPF could be: is.sued. l1u:se 16 share~ will be: 
dlvu.Jcu hetwee:n A and Ii; A will receive" shares ami U 12 !>hares in the IPF. 

A and B have: therefore become shareholders in the IPF and their total participation in 
its lohare:. is in the ratio 1 : 3. i.e. the ratio in which they handed over their points to the 
appropriate ICO of the IPF. 

If other OIVs.. apart from A and B. also hand over their points to the same IPF. (wo 
iundamental changes would take place in our example: 

a) the volume of points for which shares are bought would increase and consequently 
also the resuhing value of the IPF. 

h) the ratio in which the resulting shares of lhe IPF will be divided among A and n (and 
others) would also change. 

At the moment that the OIV is handing over his investment points to the IPF. he does 
not know which other holders are doing the same and 10 what extent they are doing so. 
At the end of the pre.round it may be discovered that only very few orvs have handed 
over their points 10 the Ito of a particular IPF. By the same token. however .. it may be 
that tens of thousands of OIVs have decided to send a sigrtificant part of their 1.000 
investment points limit to the same IPF. 

15.2 Reduction of IPF orders in cases or oversubscription 

During voucher privatisation the single most compticated element is a siruation where 
oversubscription occurs. (lois means that more shares are: requested than are offered.) 
When dealing with the problem of oversubscription it is necessary to bear in mind that 
shares are requested by (Wo types of applicants: 

a) individual voucher holders 

b) investment privatisation funds. 

These two types of applicants compete for the shares of a company in which there is high 
demand. 

If, in any JSC there is a situation of oversubscribed demand, the basic rule is that all the 
orders for its shares are cancelled and re-offe:red in the following round. 

An exception is introduced into this rule under the following two conditions: 

a) the oversubscription is not tOO large, and 

b) demand bru.ed on the: IOtal orders by individual OIVs is lower than the supply (Le. 
ovcfl;ub!>criplion OCcurs only after the inclusion of IPF orders). 

'Ibe above mentioned exception states that. by official decision. it is possible to reduce 
orders suhmiued by IPFs in such a way that after thIS reduction the supply equals 
demand. 

Example: 

l.el us take a JSC called XYZ which is offering 150 shares of 1.000 Kts. Assume this 
company is ordered by only three applicants: individual voucher. holders A and Band 
one IPF. Let those orders oe as follows: 

~ 
_.J;:-

A orders 40 shares, 

Borders 30 shares. 

30 

- .. .. -
IPF orders 85 shares. 

Total orders are therefore: 

40 + 30 + 85 - 155 shares, , 

i.e. 5 more than lotal supply. 

- .. .. .. .. 
In this case, by an official decision. the order of IPF will be reduced by 5 shares from 85 
10 80. The pOints that the IPF invested in those 5 shares remain. of course. v111id for the 
following round. 

16. Example calculation of an average share price 
Approximately 11.5 miltion inhabitants over 18 years of age live on the territory of 
CSF'R. These citizens, should thev be interested. are therefore eligible to become 
owners of investment vouchers. 'J 

Of course not everybody will buy a voucher book and not everybody will register it. If 
only one third of eligible persons is willing 10 pay 1.000 Kes for the right to buy shares 
for investment vouchers. we shall have almost 4 rrtillion investment voucher holders. 
This of course is a very large number of people. All these people must be given the 
chance to acquire some "visible" property. So that each OIV can receive a sufficient 
quantity of propeny large enougb to mterest him. the total supply of property entering 
voucher privatisation must be substantially larger than it might appear at first sight 

For example, 4 million OIVs will define tbe volume of demand. The purchase strength 
of each OIV is equal. at 1.000 investment points. On the demand side. the total purchase 
strength is expressed as: 

4 million x 1.000 = 4 billion investment points. 

On the supply side. the volume of propeny offered must be sufficient to be at least 
technically divisible among 4 million OIVs. It means that it is necessary to offer a 
volume of property which represents hundreds of our large enterprises. The more, the 
belter. For instance. if we regard as sufficient supply the property of 1.200 st:lIe 
enterprises. each of which is represented by an average value of assets of, leI us say. 260 
million Kts. The total value of propeny offered in this case is: 

1,200 x 260 = 312.000 million K6. = 312 billion K6. This property will be 
represented by 

1.200 x 260.000 = 312 million shares of 1.000 Kts. 

These shares of course represent shares of all 1,200 JSCs that will be sold ior investment 
vouchers. 

In the above example. on the side of supply stand 312 million shares. The demand side is 
represented by 4 billion investment points. On the basis of this it is ea~y to calcul:lIe the 
average price of one share: 

4,000 million 
.• -----••••• --••• = 12.8 points per share 

312 million 
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If Ihe 01 \' h;c, ;It hi~ di~l'm;l1 1.1100 invC:~lmc:1lI poi III!.. Ih'lI means Ihat for Iho~e he can 
l'urchJ.!>e rou~hly 71) ~lIart:) uf 1.000 K~~. It Ihe supply i~ ilS we have mentioned aoove 
am.! the demand side of the voucher privalisalion is entered by the said" million OIVs, 
each of them should acqUIre property in the accounting value of roughly 78,000 Kts. 

This accounting value, of course, says very little about the market value of shares that 
the OIV will acquire fot his investment vouchers. There is a great difference between 
Ihe nominal value of a share (1.000 Kes) and the price for whIch it can be realistically 
sold. Some 1.000 Kts shares will quickly show a very low price. The price of other share~ 
on the contrary. will grow quickly in accordance with the growing demand for them, 
including demand from ioreign investors. 

Only when the process of registration is finished will it become known whether all 11.5 
million or the ell~ible citizens will panicipate in the privatis3tion wave, or only 100,000. 
Similarly. the ralto of registered citizens with permanent residence in the two republics 
will nOl be known beforehand. 

Ahee the registration is finished il may be revealed that for the actual number of 
registered ciuzens 100 much property is being offered. The average price of one 1,000 
Kts share would be, in Ihis case, 100 low, e.g. 0.01 inveslment point for a share. For this 
son of .price, the rale of a share would be 10,000 shares for 100 points. To one registered 
OIV would then belong. on average, 100,000 shares of 1,000 KCs.. This is almost one half 
of a medi'.lm-sized enterprise. In such a case, the Federal Ministry of Fin.ance will be 
authorised 10 lower, in an appropriate manner, the volume of the supply. 

And what about the avenge number of shareholders? If 4 million OIVs panicipate and 
suvposing that the 10lal of 1,200 JSCs arc being offered for them, each JSC will have, on 
average, 

4 million 
----- = 33 thousand shareholders 

1,200 

The average share capital of a JSC is, in our case, represented by 260.000 shares of 1,000 
Kts. Should each of the 3.3 thousand shareholders of one JSC own the same number of 
shares. he would own just those 78 shares that we have talked about earlier. (78 shares 
repre~nt approximately 0.03% of the total shares of this Jsq. 

In reality, the situation will he somewhat different from our theoretical example. JSCs 
will be oi varying sizes. demand for individual JSCs will indubitably differ, as well as the 
number of shares in the hands of various shareholders of the same JSc. One extreme is 
a shareholder who owns only a single share in "his· JSc. Tne other extreme is a 
lihareholder who has acquired for his voucners several thousand of shares of the same 
JSC: . 
The latter case will happen in a situation when demand for a particular JSC will be small 
and therefore its shares will be sold for a significantly lower price than the average price 
of 1::!.B points per share. Let us suppose that the pflC~ of one share in this ·unpopular· 
JSC will sink, in an extreme case, below 1 point, e.g. 0.75 points per share. For the 1,000 
points that each OIV has al his disposal he can therefore acquIre approximately 1,300 
shares in this company. Such an OlV would have acquired 0.5% of the shares of the 
company. That in itself is a 10L However, the OIV can t,;et in touch with others. let us say 
forty, persons of similar thinking (friends or relatives). These 40 OIVs will then hold 
20% of all the shares of the JSC on which they are concentrating. This 20% holding may 
be sufficient to give comrol of the JSC. A well-organised group of 40 shareholders can, 
independently, decide on who will be and who will not be a member of the board of the 
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JSc. Through the hoard the controlling group will Ihen ~upervl~e tile \ciecllon ot :.tblc 
managers and will secure a Ihorough comrul of the effectivenes~ ullhelr wurK. Shuull.! 
their effort for increased effectiveness be successful, the controlling group may of courst: 
try and buy up the shares of other shareholders. . 

In cases that the demand for a given JSC will be high, the price for which its shares will 
be sold will also be high. This price can, for instance, be three limes as high as Ihe 
average 12.8 points. Should the price be 40 points per share. the OIV can order 25 
shares at the most. This number represents approximately 0.01 % of the total number of 
shares of an average JSc. At first sight it mav seem that the owner of such a tiny ponion 
can execute no control over the running o( the company. Tnis would undoubtedly he 
true if the position of other shareholders was better. if one or two of them owned 
significantly higher ponions. This is nOl so however as each of the shareholders owns 
equally small amounts. Thus each of these "unimportant" shareholders has a surprisin~ly 
high possibility to influence the shape of the board of the JSC and how striCt they will De 
in Iheir supervision over its management. It is simply sufficient for the shareholder 10 be 
suitably active. If he regularly attends general meetings and if he is interested in how 
investment decisions are made, if he keeps an eye on Ihe financial Slatements prepared. 
he will very quickly create conditions in which the management will have to either act 
responsibly or leave their posts. 

Even if among the 10,000 shareholders Ihere are JUSt a handful (let us say 1(0) of such 
active shareholders, very strict supervision over the management will be created. 

The second reason for not fearing such diverse ownership is the existence of the 
secondary market. This market will deal with the buying and selling of shares acquired 
for investment vouchers. Experience from other countries shows that shares will very 
quickly accumulate in the hands of investors who are capable of providing sufficiently 
strict supervision over the adherence to financial discipline of their JSc. 

17. Recommended strategy for ordering of shares 
in the first privatisation round 

The necessary condition for participation in voucher privatisation is an early purchase of 
a voucher book and registering it on time. The majority of citizens will undoubtedly 
understand that one thousand crowns is nOl such a large amount of monev for them to 
invest in a process of such importance as voucher privatisation. That in spite of the fact 
that during the time that registration will be taking place, not all citizens will be fully and 
exactly acquainted with all details of the rules 01 voucher privatisation. It is likely that 
the citizen will begin 10 seek details eagerly only after he has registered his voucher 
book. 

For 1.000 Kts the OIV has acquired the possibility to become a shareholder, i.e. owner 
of shares of one or more JSCs. The OIV wants 10 become a shareholder mainly because 
he is expecling some financial profit. either dividends or capital gain. At the same time 
the shareholoer must be aware thai nobody will guarantee him either the dividend;; or 
the capital gain. To be a shareholder means, apart from other things. also the necessity 
to carrv certain risks, for instance the risk Ihal shares can lose their value or that Ihe 
purchaSe of other shares might have been substantially more lucrative. 

Everybody entering the voucher privatisation process must be aware that Ihe hopes 
vested in the process may not be fulfilled. Particularly in our economy where [he 
conditions for management are changing day-to-day, the inveslment made can gain a 101., 
but also it can be lost. 

33 



.. "- - - - - - .. -
/,11 IInmc:nsc: number uf vari:uions of how 10 stan the process of ordering can be 
~.:Ie(led. III 11m !luoldel we are recummC:lldlllg Ihc five basIc strategic:s sc:t OUI below. 

Let us suppo~c that the majority uf OIYs will 1I0t halld over the majority of thc:ir 
IIlvC:Sllnc:nt point!> to IPFs alld will rather aim ior spc:cific enterprises. Each OIY knows 
of at least three cnterprises about which he has good rcason to believe that they will 
~urvive in market economy. This may. for instance include the emerprise in which the 
vlV is employed or in which his friends or relatives work. The most important fact that 
the OIY has 10 discover about this enterprise is the state of its management, or what the 
quality of us executive employees is like. 

If the mana~ement is not stable. if it is in the throes of imemal· arguments and is 
disuniled in Its view oj the future of the enterprise, it makes no sense to invest in such an 
euterpri:>e. But if the emerprise is led by an able manager who has surrounded himself 
with hardworking and qualified people, the hopes ior furure development of such an 
enterprise are great, although the present situation the enterprise finds itself in may not 
point at tho:: moment to Ihat Even an emerprise which is in debt and has obsolete 
machinery can have excellent furure if it passes into the hands of the right people. 

111e second piece of fundamental information that each OIY has to find out about is 
facts about the future sales of the enterprise. There are enterprises that are beyond any 
help and not even the most able manager will be able to get them out of trouble. These 
are.: enterprises that must disappear bee-duse nobody requires their products (or 
~c.:rvices). loe three enterprises in which the OIV believes in their prosperity can be put 
IntO a sequence: in one enterprise of the three the.: OlV trusts the most. and in one the 
least The OIV will arrange his enterprises and deiine his "No.1", "No.1" and "N03". 

Slr.negy 1: 

nle basic and the most highly recommended strategy then states that straight away in 
the first round it is necessary to place an order for at least 600 investment points in 
company "No.1". The OIY Will discover the ItO of his "No.]" and will enter it in the 
frame:s on voucher no. 05. On this voucher he can make 5 orders for 200 points each. If 
lhe OIV wants to order his "No.1" for 600 points, he will enter its ItO in three lines, one 
under the other. (111e remaining two lines he will leave free and on part C he will enter 
number 3 as the number of lines filled-in.) 400 points remain at the OIY's disposal. 
'nlOse he keeps for the second privatisution round. 

Strategy :1: 

The OIV invests all his 1.000 investment points imo his "No.1" straight away in the first 
round. He c:J.n do ~o. ior ins lance. on voucher no. 0; by entering the ItO of his "No.1" 
UlIO all five line~. 

Strategy 3: 

A ~imilarly good strategy is to order straight away in the first round his "No.1" for 600 
In\"e:stmem points and hiS ·No.~" for 400 investment points. This again can be done on 
Inve:stment voucher no. 05. In the first three lines he enters the ICO of his "No.1" and in 
the remaining rwo lines the ICO of his "No.2" company. 

Str.lIegy 4: 

Deferral of an order can be regarded as risky. There of course exists the possibility that 
company "1'0.1" will be offered more cheaply in the .following privatisation round. 0)' the: 
~ame token the possibility also exists that "No.1" will not be for sale in the following 

~( 
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round as it was mainly sold in the first round. To delay one's orde~ inlo Ihe 1t.11.. "I •• , 

roulld~ can on Iv afford tu he done by an 01 V who can antiCIpate well the .. ". 1 1.1 
dc:mand for indiVidual JSC~. 

Course in the rollowing rounds: 

Af~:!r the first round it will become more clear in which enterprises there is oJ ,," ~I 
demand and in which only limited interest. II can hapoen that both in "No.1" " ... 1 ;,. 
"N02" the demand has exceeded supplv and the: OIV finds himself in the situall .... ',1 
oversubscription. In this case the OIV has a decision to make: -either he will oro ... I,,, 
two preierred enterprises in the second round. althou~h they will probably be offerC"d 1,,, 
a substantially higher prices, or he will give up on hts "No.1" and "N02" and will \1;111 
ordering his "N03". " " 

Strategy 5: 

Without any doubt, the simplest strategy is to hand the whole 1.000 investment point~ te, 
one of the IPFs in the pre-round. In the list of the IPFs that will be founded for Ihl~ 
purpose will be contained the identification number (ItO) of each such IPF. The 01 V 
will select the ItO of one of the IPFs and wiu enter this number in the frame of voucher 
no. 01 and will present the voucher thus filled-in at any acceptance place. 

The problem of this strategy is the fact that at the end of a privatisation wave the OIY 
will become a shareholder of an IPF the property of whIch he will nOl be ablt: to 
understand because it will consist of shares in many JSCs. To hand over investment 
vouchers to an IPF is basically a passive investment that removes the chance to follow 
the economic development of the privatised enterprises. 

Summary recommendation: 

a) handing over of investment vouchers to IPFs is only recommended for those OIVs 
who are really at a loss or who cannot find anybody to order on their behalf. (Anybody 
can turn up at an acceptance place with a registered voucher book). 

b) The majority of OIVs can therefore order. for their investment points. shares in 
specific privatised enterprises. We are recommending OIYs to select one such enterprise 
and in the first round to invest in il as many points as possible. if not Ihe whole 1.000. 
then at least 600. 

c) to delay an order makes sense only for those OIVs who believe that his company has 
a fUlure and that in the later rounds will be offered for a lower price. This supposition 
(that there will be small demand for a company with good future) IS howeve:r very risky. 
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P r i vat i z a t ion cat ego r i e s 

Form No. t 
Ar.rnrnpnllyillp, letter of the Privatization ProJect 

For'm No. ? /A/ 
1,,,lllIIll.nl.i()11 of tile pr(lpprty of a legnl entil:y ennnnr-\«-d r"I' i,,'I
:-,nl i'lIl ""d,-,' l.ldr-: pn-'.l"c I:. if 1:lle prop£'I'I;y of til" rIll i "" 1 "r''' I 
"III i 1.1' nt' n IlIIIH1I'r,d-oprcellt property pnr'!;jclpnt!PIl (,r 1.11" ;,1 "I ,-
ill ""\(,I'pr'ir.inp, (If other' legal entities is the suh,i"(" "r Ill" 
PJ'ojp.c t 

For'm No. ? /nl 
Ilf!LillliLntiOIl of the property of a legal entity eArmnl'ked r(1I' l'I'i
V;I' i:-,:II,I(111 \Il1tlpr thIs pr'oJect, if the subject of UIE' pt''',;f',-I i~' 
(lilly :1 pnl'l, or tile pr'operty of the legRl entU',y 

For'm No. ? /el 
S"'''",nrI7,nl:loll of prop1'H't:y of indiviclunl legal entlt'If'!': f''lnllnl'l,:(''rI 
rill' \lI'lvrtl:i7,nti0I1 under this project; 

For'm No.3 111.1 
]'I'Op"I'(;Y p:=1.rlllnrkerJ for privatization under this pl'o~lrrt: n1ld ;':\11,
Jcc!; to ,'r.::;tit:ution (Article 47 of Act No. 92/199] 0(' IIJf' Cnll(",'
Lion I')r l..nws 011 trAnsfer of the State property to OI'.lH'I' pr'l'r-:n1lr,) 

For'm No. :1 /n/ 
f.lelllllit.IlI;Lon of pArt's of the property earmarked fOl' {"'ivnl:i:-,n

I.j('11 l.I1Idf'r this proJec t unusable for undertaking purposps 

for'm No. :1 /C/ 
SI1I'V~y ('If the pr-operty earmarked for privatization by ",rrlllS "r 
tllf' pllblic nllctiOll under Act No. 427/1990 of the Cnl.lE'clhJlI "r 
1,:)1'1,0:: nn I:nws[ers of the state property of some subjl'!cls t.o "lllI't' 
I "p:r!l ~1I1: i I;,ie::; or natural persons 

form No. 4 /A/ 
IlIdep~lldf'IlU'y pr':lvl'!.tized unit - privati7,ation by me;:Hls r>f LlIE' 

I'llhlic :-\url..ioll ullder' Article 14 of Act No. 92/1991 of t:"~ (:(,1-

!('cLion of Ln.ws on transfers of the state property to ol:hel' "'1'':11 
E'II ti I;l e s 

For'm No. " /n/ 
Jndepr",lf'l1tly privatized unit - privatization on the baf-ds of 
thE' reslII t of a tender offer 

Form No. " Icl 
.independently privatized unit - privatization by lOeall~ 0f til I'P(, \ 

s::tle t.o owner deter'mined in advance 

Form No. II Inl 
1I1dp.I'PI1(If'lItJy privatized unit - privatization by meal1s nf Lnm::;
f'er'ing UIC enterprise to the legal form of the joint-81:0cl< C:(l!l1'. 
rallY 

For'm No. " lEI 

Illflpl'f'mlclltly rriva\:ized unit - orivatization of proper\:y pru'l.l
('ipnt:fon of the state in the undertaldng of other legl'!.l ellt,ll.lf'!'" 

Form No. " /F! 
11Id~r Cllncnl:ly privatized unit - privatization by menlls of l.hr. 
t:rnIlSf'f'I' of pl'operty wi thout consideration in accordrmc:E' w.t 1;11 
p,'ovinlOIlS of Article 12, para.2, letters C,D of Act Nn. Cl?/19ClI 
flf till'! Collcction of I.aws in conditions of transfer of Ihp sl.nt.~ 

J,'/'npf>dy to other per'sons and in accordance with pt'ovil'll(Jl1~ or 
Ar'tlcle ]8, prn'c"l.2, letters B,C,E of the Czech Nation;:)] COllllc:l] 
No. 171/191)1 of the Collection of Laws 011 the oper::tt:!olJ nr n1'1~nll!'; 
or 11r~ G7.f>ch Hepublic In matt.ers of transferring the sl:r:\h'! 111'0-
pcrl:y to other persons. 

BEST AVAILABLE Copy 
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FI~A.."'{C!EP..E CREDIT SrISSE-FIRST BOSTON 
PRAGl"E REPRESE!'-'TAT!YE OFFICE 

Mandatory Format of Privatisation Projects 

Prague 1991 

INTRODUCI10N 

In principle, the following steps are to be taken in the process of drafting a privatisation project: 

1. Identification of assets (or state's property interest in a given juristic person's business) scheduled 
for privatisation within the scope of the project in question (Forms No.2 (A) to (C». 

2. Determination of restitution claims of rightful persons related to the assets scheduled for 
privatisation within the scope of the project in question and of the proposed manner of settlement 
(Form No.3 (A) ). 

i 
3. Definition of that part of the assets which is unsuitable for entrepreneurial purposes (Form No.3 (8 ) 

and which is to be settled before the privatisation is commenced, and definition of that part of assets 
which is designated to be privatized by means of a public auction under Act No. 427/1990, Sb -
transfer of some state assets to other juristic or physical persons (Form No.3 (e». 

4. Establishment of units which can be privatized independently (Forms No.4 (A) to (F). 

Furthermore, the entity drafting the privatisation project shall prepare an accompanying letter (Form No. 
1) with the most important data on the project as a whole. 

The following principles should be observed when performing the said steps in drafting a privatisation 
project 

1. Definition of assets (or state's property interest in a given juristic person's business) to be privatized 
within the scope of the privatisation project 

The mandatory format of the privatisation project is,based on the principle that one privatisation 
project can be used for privatisation of assets of only one entity (enterprise) or assets of several 
entities. At the same time, the privatisation project is applied both to an entity as a whole and to it 
parts. This is applicable also to cases of state's interest in the business of other juristiC persons (e.g. 
jOint-stock companies where the state is ~ shareholder). 

One of the Form No.2 series has to be prepared for each entity whose assets (stale's property 
interest) are to be privatized within the scope of the privatisation project in question. 

Form No.2 (A) is used when the assets of an entire entity are to be privatized, while Form No.2 (8) 
is used when only a part of assets of an entity are to be privatized. Form No.2 (C), containing 
summarized data ot Forms No.2 (A) and No.2 (B) is used for privatisation of more than one entity. 
This form presents information on all the assets (state's property interest in a juristic person's 
business) to be privatized within the scope of the project 

2 Determination of restitution claims by rightful persons pertaining to the assets privatized within the 
scope of the project and proposed manner of settlement of such claims. 
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The entity drafting the project shall use Form No.3 (A) for the above purpose. It is necessary to use a 
number oUorms corresponding to the number of restitution ~laims pertaining to the assets to be 
privatized. . 

The proposed manner of settlement of restitution claims should be based on the alternatives 
enumerated in relevant legal regulations referred to in item 7 of Form 3 (A). In the event that a 
restitution claim is settled by a transfer of assets or shares of a joint-stock company which is a legal 
successor of the holder of the assets to be privatized, such assets (shares) are not to be included in the 
assets or liabilities of independently privatized units when the Forms 4 (A) to (F) are being 
completed. 

3. Definition of that part of the assets which is unsuitable for entrepreneurial purposes, and which is to 
be settled before the privatisation is commenced, and definition of the part of assets designated to be 
privatized by means of a public auction under Act No. 427/1990, Sb - on transfer of state assets to 
other juristic or physical persons. 

In the event that prior to privatisation some parts of the assets to be privatized are identified as 
unsuitable for entrepreneurial purposes, Form No.3 (B) is to be prepared. Such assets are not to be 
included in the assets of independently privatized units when Forms 4 (A) to (F) are being prepared. 
Instead, the results of tbe settlement (e.g. proceeds from liquidation) sball be included in the value of 

. assets of privatized units. 

A similar procedure is to be adopted in tbe case of assets to be privatized by means of a public auction 
under Act; No. 427/1990, Sb - on transfer of state assets to other juristiC or physical persons. 

4. Establishment of units to be privatized independently 

For the purposes of the privatisation project the term ·unit to be privatized independently" is 
understood to mean a newly established entrepreneurial entity which is tbe result of a transformation 
process preceding the privatisation proper. Within the scope of the privatisation project any number 
of units to be privatized independently can be established. Each unit to be privatized independently 
shall have a separate form of No.4 series completed. 

When independently privatized units with property interest of entities other than the state are 
established, the fact that other entities have property interest has to be stated in the project. In 
addition, the assets owner's stand-point has to be enclosed. The project has to indicate also the value 
of non-state-owned assets and the valuation method used, together with a description of the 
distribution of proceeds from the privatisation. The methods of valuation of state' s and non-state' s 
assets has to be based on the same principles, while respecting currently valid price regulations. For 
example, there can be an independent unit with cooperative and private property interest established 
in order to be sold as a single unit in a public auction. Such a course of action is possible only on the 
basis of an agreement with the owner. 

In the event that a part of the assets to be privatized within the scope of this project is located on the 
territory of the Slovak Republic, this fact has to be explicitly mentioned in the privatisation project and, at 
the same time, the manner of settlement between the Fund of National Assets of the Czech Republic and 
the Fund of National Assets of the Slovak Republic has to be proposed. 

c-
0' 

This mandatory format can also be used for privatisation of Olher than trading joint-stock companies of 
which the state is a co-founder. In this case the relevant forms for privatisation by means of a public 
auction, public tender or direct sale shaU be used (Form No.4 (A), (B), (C». 
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FonnNo.l 

ACCOMPANYING LEITER OFTIiEPRIVATISATION PROJECT 

1. Entity drafting the project: 

(If a juristic person - company name, seat and address, company identification number ICO, if a 
physical person - name, surname and address.) 

2. Relationship between the entity drafting the project and the assets to be privatized: 

(Relationship to all the entities the assets of which are to be privatized within the scope of the project 
- e.g. enterprise management, enterprise employee, external party etc.) 

3. Project submitted to the founder (founders) on: 

(date) 

4. List of annexes: 

(In addition to annexes specified in the forms of this mandatory format, the entity drafting the project 
has to enclose annexes listed below. If considered necessary, more information can be enclosed in the 
form additional annexes). 

4.1. Stand-point of the relevant authority for economic competition concerning the compliance 
with provisions in Act 63/1991, Sb - on protection of economic competition. 

4.2. Approval of the Federal Bureau for Inventions of the transfer of industrial and other 
intellectual property. 

4.3. Timetable of steps required to implement the privatisation project. 

4.4. Table No.1: "Use of Property of Individual Entities-, ' 

Table No.2: "List of Property of Independently Privatized Units" (Table No.2 is to be 
completed only when the assets of an independently privatized unit comprise property of more 
than one entity). 

\J I'-~~ 4.5. When the voucher privatisation method is used, also Table No.3 "Joint-stock Company 
Registration Form" is to be enclosed. 

I 
I 
I 
I 
I 
I 

5. Annexes attached to the project by the founder (founders) prior to submission for endorsement: 

5.1. Stand-point of all entities whose assets are to be privatized within the scope of the given 
project, unless it is the entity drafting the project (Article 7, Para. 2, Act 92/1991, Sb - on 
transfer of state assets to other persons). . 

5.2. Stand-point of the founder (founders) (Article 8, Para. 1 of Act 92/1991, Sb - on transfer of 
state assets to other persons). 
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Form No.2 (A) 

DEFINITION OF THE ENTITY'S ASSETS SCHEDULED FOR PRIV A TlSA TlON WITHIN THE 
SCOPE OF THE PROJECT IN CASES WHEN THE ASSETS OF THE ENTIRE ENTITY OR A 
HUNDRED-PERCENT STATE'S PROPERTY INTEREST IN THE BUSINESS OF JURISTIC 
PERSONS ARE TO BE PRIVA TlZED 

It is to be prepared separately for each enterprise of which the assets, including possible property interest 
in the business of other juristic persons, are to be privatized within the scope of the privatisation project. 

It is to be prepared separately also for each juristic person with state's property interest when the state's 
interest is to be privatized within the scope of the privatisation project. 

1. Entity name. 

2. Seat and address. 

3. Company identification number (ICc) . 

4. Founder . 

5. Juristic form. 

6. In the clse of privatisation of the state's property interest in the business of other juristic persons: 

names, seats, addresses of other entities involved, 

state's property interest in % 

7. Brief characteristics of the entity: 

(Main line of business, number and location of business units, major suppliers and clients, position on 
the market.) . 

8_ Economic characteristics of the entity: 

1. 
2. 

. 1989 

Number of employees (adjusted number) 
Of which: technical and economic personnel 
Of which: workers 

1990 1991 

3. 
4. 

5. 
Average monthly wage in KCs 

Revenues and extraordinary proceeds 
Expenses 

(labour costs plus remuneration fund) 

(u~ 1A-12 f. 81, ths KCs)l 
6. 
7. Net profit 
8. .Exports 
9. Of which: 
10. Of which: 

Subsidies 

to socialist countries 
to non-socialist countries 

(li~ lA-12 f. 51, ths KCs) 
(lit.. lA-12 f. 51- f. 110, ths K~) 
(tbs~) 

11. 
12. Level of depreciation ._ 

(6~ 1A -12, f. 102 plus f. 103 plus f. 106) (ths KCs.) 
(affiXed asseis in % (aecum. dep./purchase price x 100» 

Note 1 - lit.. = financial statement, f. = line 
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9. Assets of the legal entity included in the balance sheet: 

(A balance sheet u~ 2A-02 based on the last interim (monthly) balance of the books before 
submitting the privatisation project is to be enclosed. Moreover, the following summary data are to be 
included: 

Assets, total 

Liabilities 

( r. 52 u~ 2A-02) 

(r. 62-69, r. 84, f. 85, f. 102 u~ 2A-02) 

Entity's assets included in the balance sheet (total assets· liabilities) 

10. Entity's land evaluated according to the Czech Finance Ministry Decree No. 182/1988, Sb - on prices 
of buildings, land, and vegetation, fees for the right to use land and compensations for temporary use 
of land as per the Czech Finance Ministry Decree No. 316/1990, Sb. 

11. Other assets, not in the books: 

I -~") 
(In particular, costs related to modernization and reconstruction of fixed assets reimbursed from 
working capital. expert estimate of assets fully expensed at the beginning of their utilisation, etc.) . 
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12. Total 

(Sum of values in Ka under items 9 to 11.) 

13. Intangible assets not recorded in the books: 
f 

(In particular patents, innovations, industrial designs and trade marks,licences, know-how etc.) 

1 2 
Description and brief characteristics , Estimated value in Ka 

14. Information on the manner in which the assets to be privatized have been acquired by the state: 

(The manner and date of acquisition of real estate property by the state. As far as movable assets are 
concerned, the information is to be provided only in cases of restitution claims under Act No. 
403/1990, Sb - on alleviation of consequences of some cases of property-related injustice and under 
Act No.87/1991, Sb - on extrajudicial rehabilitations, as well as cases of transfer of property from the 
Church, religious orders, congregations and religious societies to the state after 25 February, 1948.) 

15. The date on which the company concerned is to be dissolved by the founder without liquidation or the 
date (dates) on which a part (parts) of the company's assets is (are) to be separated: 

(As a rule, such dates shall be identified by reference. Usually, it will be necessary to specify e.g. ·on 
the day of entry of the jOint stock company founded under this project in the Company Register" t etc. 
However, such dates cannot be earlier than the date on which contracts concluded under the given 
project enter into force.) 

16. The manner of transfer of industrial rights and/or other intellectual property, if such rights are 
property of the entity: 

(These include in particular patents, innovations, industrial designs, trade marks, etc.) 

.~. 

" 

5 - :' 
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FINANCIERE CREDIT SL''ISSE·FIRST BOSTON 
PRAGL'E REPRESEl'.'TATIVE OFFICE 

Form No.2 (B) 

IDENTIFICATION OF THE ENTITY'S ASSETS SCHEDULED FOR PRIVATISATION WITHIN 
THE SCOPE OF THE PROJECT IN CASES WHEN ONLY A PART OF THE ENTITY'S ASSETS IS 
TO BE PRIVATIZED 

It is to be prepared when only a part of the company's assets or the state's property interest in the 
business of other juristic persons are to be privatized within the scope of the privatisation projecL 

1. Entity name. 

2. Seat and address. 

3. Company identification n~mber (ICO). 

4. Founder. 

S. Legal fonn. 

6. In the case of privatisation of the state's property interest in the business of other juristic persons: 

names, seats, addresses of other entities involved, 

state's property interest in % 

7. Brief characteristics of the entity: 

(main line of business, description of links between the part of assets privatized within tbe scope of 
this project and the remaining part of the entity's assets) 

8. Description and brief characteristics of the assets to be privatized within the scope of this project 
(henceforth referred to as -assets to be privatized-): 

\ 

(Position of the assets to be privatized in within the current organizational structure and data on 
major plants (buildings, production units) and property.) 

9. Economic cbaracteristics of the entity: 

1989 1990 1991 
1. Number of employees (adjusted number) 
2. Of which: technical and economic personnel 
3. Of which: workers 
4. Average montblywage in Ka 
S. Revenues and extraordinary proceeds 
6. Expenses 
7. Net profit 
8. Exports 
9. Of which: to socialist countries 
to. Of which: to non-socialist 'countries 

(labour costs plus remuneration fund) 
(uf. lA-12 f. 81, t!ltK~) 
(uC. 1A-12 f. 51, ths Ka) 
(ut!. lA-12 f. 51- f. 110, ths Ka) 
(ths KCs) 

11. Subsidies (uf. lA -12, f. 102 plus f. 103 plus f. 106) (ths Ka.) 
12. Level of depreciation (of fIXed assets in % (aecum. dep./purchase price x 100» 
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FINANCIERE CREDIT SUISSE-FIRST BOSTON 
PRAGuE REPRESEI'-7ATIYE OFFICE 

10. Justification of the privatisation of a part of the entity's assets under this project. 

11. Assets to be privatized included in the balance sheet: 

(A balance sheet nt. 2A-02 based on the last interim (monthly) balance of the books before 
submitting the privatisation project is to be enclosed. Within individual items of assets and liabilities 
only items concerning privatized property are to be given. Moreover, the following summary data are 
to be included~" 

Assets, total 

Liabilities 

( r. 52 u~ ZA-(2) 

(r. 62-69, r. 84, r. 85, f. 102 u~ 2A-02) 

Entity's assets included in the balance sheet (total assets - liabilities) 

12. Entity's land evaluated according to the Czech Finance Ministry Decree No. 182/1988, Sb • on prices 
of buildings, land, and vegetation, fees for the right to use land and compensations for temporary use 
of land as per the Czech Finance Ministry Decree No. 316/1990, Sb and not recorded in the books. 

13. Other assets, not in the books: 

(In particular, costs related to modernization and reconstruction of fixed assets reimbursed from 
working capital, expert estimate of assets CuUy expensed at the beginning of their utilisation, etc.). 

12. Real estate evaluated according to the Decree No.l8211988, Sb - on prices of buildings, land, 
permanent growths, on reimbursements for establishing the right of personal use of land, and 
compensations for temporary use of land in the sense of the decree No.316/1990, Sb which are not 
recorded in the books. 

14. Assets to be privatized, total 

(the total 10 to 13) 

15. Intangible assets not recorded in the books and pertaining to the assets to be privatized: 

(In particular patents, innovations, industrial designs and trade marks, licences, know-how etc.) 

1 2 
Description and brief characteristics . Estimated value in Ka 

16. Definition of the entity's assets which are not to be privatized within the scope of this project and 
justification of this procedure: 

(Assets to be privatized within tbe scope of another project and assets the privatisation of which is not 
possible by law (Constitution regulations). A balance sheet u~ ZA-02 based on the last interim 
(monthJy) balance of the books before submitting the privatisation project is to be enclosed. The 
balance sheet is to be prepared separately for assets to be privatized within the scope of other 
privatisation projects and for assets to be transferred to other state organizations before the 
privatisation process is commenced. 

Moreover, the following summary data are to be included: 

Assets, total 

Liabilities 

( f. 52 u~ ~-(2) 

(f. 62-69, f. 84, f. 85, f. 102 6~ ZA-02) 

Entity's assets not to be privatized within the scope ofthis project (total assets - liabilities) 

:-: ". 't/ .:~~ . 

. ~. .. 
~ ~ .. ::. 

: ::'.' ;. '.'. :~, -:>:; ;\'::. 
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FINA."JCIERE CREDIT SUISSE-FIRST BOSTON 
PRAGUE REPRESE!\"TA7I\'E OFFICE 

17. Information on the manner in which the assets to be privatized have been acquired by the state: 

(The manner and date of acquisition of real estate property by the state. As far as movable assets are 
concerned, the information is to be provided only in cases of restitution claims under Act No. 
403/1990, Sb - on alleviation of consequences of some cases of property-related injustice and under 
Act No.87/1991, Sb - on extrajudicial rehabilitations, as well as cases of transfer of property from the 
Church, religious "orders, congregations and religious societies to the state after 25 February, 1948. 

18. The date (dates) on which the founder shall separate a part (parts) of the company's assets from the 
rest: 

(As a rule, such dales shall be identified by reference. Usually, it will be necessary to specify e.g. "on 
the day of entry of the joint stock company founded under this project in the Company Register", etc. 
However, such dates cannot be earlier than the date on which contracts concluded under the given 
project enter into force.) 

19. The manner of transfer of industrial rights and/or other intellectual property, if such rights are 
property of the entity: 

(These include in particular patents, innovations, industrial designs. trade marks, etc.) 

FORM No.2 (C) 

AGGREGATE DATA ON ASSETS OF INDIVIDUAL ENTmES TO BE PRIVATIZED WITIiIN 
THE SCOPE OF THE PROJECT 

It is prepared only when assets of several entities are to be privatized: 

1. Number of entities involved: 

(It should be identical with the number of completed forms No.2 (A) or 2 (B) 

2. Aggregate values of the assets to be privatized of individual entities: 

(Sum of values under item 12 of Forms No.2 (A) and sum of values under item 14 of Forms No.2 
(B) of individual entities). 

. : . 

·r _ 

: .... ". 
' •• r • 
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FINANCIERE CREDIT SUISSE-FIRST BOSTON 
PRAGUE REPRESEl';iATIYE OFFICE 

FORM No.3 (Al 

ASSETS SCHEDULED FOR PRIV ATISA nON WITHIN THE SCOPE OF THE PROJECT WHICH 
ARE SUBJECT TO RESTITUTION (Article 47 of Act No. 92/1991, Sb - on transfer of state assets to 
other persons) 

. 1. Definition of the assets to be restituted and the entity holding them: 

Of which on the territory of the Slovak Republic: 

2. Manner of acquisition of the assets by the state: 

(Reference to relevant legal documents which came into force between 1945-1948 and on the basis of 
which the assets were nationalized.) 

3. Date on which the assets were transferred to the State: 

(Le. the date on which the nationalization was announced by the Official Gazette or the date on which 
the fist ruling on nationalization was announced.) 

4. Evaluation of the restitution claim: 

(Price of immovable property based on the property's condition at the time it was dispossessed, 
determined by a court expert on the basis of price regulations valid as of 1st April, 1991 and possibly 
with the residual value of nationalized movables still in existence added.) 

• 
5. Name and address of the person (persons) entitled to make the claim. 

6. Documents supporting the restitution claim: 

(A copy of records in the Land Register or of the nationalization ruling and a document confirming 
the transfer of title from the original owner to the rightful person - successor.) 

7. Manner of settlement of the restitution claim: 

a) by returning the asset 

b) by compensation in the form of shares of the joint-stock company which is the successor of the 
assets' owner 

c) by compensation in the form of shares of the Restitution Investment Fund: 

(Only ifthe nationalized assets become subject to a public auction or direct sale.) 

8. Opinion of the rightful person on the manner of settlement of the restitution claim: 

(If different from the person preparing the privatisation project.) 

9. Opinion of the entity holding the assets on the manner of settling the rightful person's restitution 
claim: 

(If different from the person preparing the privatisation project.) 

9 
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FI~A.;.~CIERE CREDIT St:ISSE-FIRST BOSTON 
PRAGUE REPRESEl'.'TATIVE OFFICE 

FORM No.3 (B) 

DEFINITION OF PARTS OF ASSETS SCHEDULED FOR PRIVATISATION WITHIN THE SCOPE 
OFTHE PROJECf WHICH ARE UNSUITABLE FOR ENTREPRENEURIAL PURPOSES 

1. Definition of those parts of the assets which are unsuitable for entrepreneurial purposes: 

(The following information shall be included for individual parts of the assets) 

1.1. Definition and brief characteristics of the assets 

1.2. Price of the assets 

(Residual value and purchase price for physical assets and company price for other assets.) 

1.3. Justification of the unsuitability for entrepreneurial purposes 

2. Total value of assets unsuitable for entrepreneurial purposes: 

(Sum of values under item 1.2., in the case of physical assets only the residual value.) 

3. Manner of settlement of assets unsuitable for entrepreneurial purposes. The following information 
shall be included for individual parts the assets: 

3.1. Whether the assets are to be sold and in which way 

3.2. Whether the assets are to be physically liquidated 

3.3. Whether the assets are to be transferred free of charge, to which entity, for what reasons 

3.4. Expected profit (loss) from the sale or physical liquidation of the corresponding part of assets 
unsuitable for entrepreneurial purposes. 

4. Expected total profit (loss) from the sale or physical liquidation of assets unsuitable for 
entrepreneurial purposes: 

(Sum of values under item 3.4 for individual parts of the assets.) 

5. Distribution of the expected profit (loss) from the sale or physical liquidation of assets unsuitable for 
entrepreneurial purposes individual units privatized independently: 

(As a rule, it is based on the original allocation of assets. All the profit (loss) has to be distributed.) 
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FIKA.... ~CIERE CREDIT SUISSE·FIRST BOSTON 
PF..AGL'E P.EPRESEl-."TATIVE OFFICE 

FORM No.3 (C) 

OVERVIEW OF ASSETS TO BE PRIVATIZED BY MEANS OF A PUBLIC AUCfION UNDER 
ACf No. 427/1990, Sb • on transfer of some slate assets to other juristic or physical persons 

1. List of business units designated by the enterprise or by other persons for sale in public auctions: 

(Applicable only to business units forming part of the assets to be privatized within the scope of this 
project.) 

2. Relationship between the business units designated for sale in public auctions and the other entities' 
assets, together with the reasons for their sale through a public auction: 

(e.g. enterprise store. enterprise recreation facility etc.) 

3. Timetable of public auctions: 

4. Total value of assets designated for sale in public auctions: 

(Sum of opening prices of all the business units on the list drawn as per to item 1.) 

5. Expected proceeds from the sale of inventories. 

6. Distribution of expected proceeds from the sale of inventories to the independently privatized units. 

11 
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FINA .. T\JCIERE CREDIT SUISSE· FIRST BOSTON 
PRAGl'E REPRESEI'."TATfVE OFFICE 

Form No.4 CA) 

INDEPENDENTLY PRIVATIZED UNIT - PRIV ATISATION BY MEANS OF A PUBLIC AUCTION 
AS PER ART. 14 OF ACT No. 92/1991, Sb· on transfer of stale assets to other persons 

It is to be prepared separately for each part of the assets to be privatized by means of a public auction. 

1. Definition of the independently privatized unit: 

(Name, seat and address, number and location ofsub-units, etc.) 

2. Brief characteristics of the independently privatized unit: 

(Main line of business, position on the market, etc.) 

3. Economic characteristics of the independently privatized unit: 

4. 

5. 

6. 

7. 

1989 1990 1991 
1. Number of employees (adjusted number) 
2. Of which: technical and economic personnel 
3. Of which: workers 
4. Average monthly wage in K~ 
5. RevelJues and extraordinary proceeds 
6. Expenses 
7. Net profit 
8. Exports 
9. Of which: to socialist countries 
10. Of which: to non-socialist countries 

(labour costs plus remuneration fund) 
(uf. lA-12 f. 81, ths Kb) 
(uf. lA-12 f. 51, ths Kb) 
(uf. lA-12 f. 51· f. 110, ths Kb) 
(ths~) 

11. Subsidies (6f. 1A -12, f. 102 plus r. 103 plus f. 106) (ths K~.) 
12. Level of depreciation (of fIXed assets in % (aecum. dep./purchase price x 100» 

Assets of the independently privatized unit included in the entity's balance sheet: 

(A balance sheet 6f. 2A·02 based on data of the last interim (monthly) balance of the books before 
submitting the privatisation project is to be enclosed. Only assets and liabilities pertaining to the 
independently privatized unit are to be included. Moreover, the following summary data are to be 
included: 

Assets, total 

Liabilities 

( f. 52 uf. 2A-(2) 

(f. 2-69, f. 4, r. SSt f. 102 \If. 2A-(2) 

Assets of the independently privatized unit included in the balance sheet (total assets - liabilities) 

Land evaluated according to the Czech rmance Ministry Decree No. 182/1988, Sb - on prices of 
buildings, land, and vegetation, fees for the right to use land and compensations for temporary use of 
land as per the Czech Finance Ministry Decree No. 316/1990, Sb and not recorded in the books. 

Other assets, not in the books: 

(In particular, costs related to modernization and reconstruction of fIXed assets, expert estimate of 
assets fully expensed at the beginning of their utilisation, etc.). 

Estimated profit (loss) from the sale or physical liquidation of asset unsuitable for entrepreneurial 
purposes: 

(Data as per Item S of Form No.3 (B), pertaining to the independently privatized unit in question.) 
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FINA.l\lCIERE CREDIT SUISSl!:-fIRST BOSTON 
PRAGt:E REPRESE!\lATIYE OFFICE 

/' 

8. Estimated proceeds from the sale of inventories related to the assets designated to be privatized by 
means of a public auction under Act. No. 427/1990, Sb - transfer of state assets to other juristic or 
physical persons: : 

(Data as per Item 6 of Form No.3 (C), pertaining to the independently privatized unit in question.) 

9. Total assets of the independently privatized unit: 

(Sum of data as per Item 4 to 8) 

10. Intangible assets not recorded in the books: 

(In particular patents, innovations, industrial designs and trade marks, licences, know-how etc.) 

1 2 
Description and brief characteristics Estimated value in K~ 

11. Contractual rights and liabilities pertaining to the independently privatized unit: 

11.1 Contracts 

(Information on major contracts with suppliers and clients, including orders from the state -
scope, date of delivery, and possibly price.) 

11.2. Warranty-related costs 

(pata for the last three years) 

11.3. Assets the transfer of which is blocked by restrictions on real estate transfers: 

1 2 
Identification Value of 

blocked 
assets 

3 
BlOCking 
period 

11.4. Lease agreements (granted) related to the assets: 

4 
Unpaid part of 
the liability 

(Agreements related to the unit to be privatized and entered into by the entity to be privatized 
in the role of the lessor.) 

1 
Scope 

2 
Name and . 
address 
of lessee 

3 
Lease 
period 

11.5. Lease agreements (taken) related to the assets: 

4 
Annual 
rent 

(Agreements related to the unit to be privatized and entered into by the entity to be privatized 
in the role of the lessee.) 

1 
Scope 

2 
Name and 
address 
of lessor 

3 
Lease 
period 

13 

4 
Annual 
rent 
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11.6. Lease agreements (granted) with subsequent transfer of ownership: (active leasing) 

(Agreements related to the unit to be privatized and entered into by the entity to be 
privatized.) 

1 
Scope 

2 
Name and 
address 
of lessee 

S 

3 
Residual value 
of leased assets 

4 
Expected date of 
last payment 

Amount remaining 
to be paid 

11. 7. Lease agreements (taken) with subsequent transfer of ownership: (passive leasing) 

(Agreements related to the unit to be privatized and entered into by the entity to be 
privatized.) 

; 

1 ' 
Scope 

2 
Name and 
address 
of lessor 

S 

3 
Residual value 
of leased assets 

4 
Expected date of 
last payment 

Amount remaining 
to be paid 

11.8 Other rights and liabilities: 

(Description, brief characteristics, possible impact on financial position - e.g. indemnification 
as per the Labour Code, rights and liabilities that might result from litigation in progress, etc.) 

12. Public auction terms: 

(Similar to those of a public auction under Act No. 427/90, Sb - on transfer of some assets from the 
state to other juristic and physical persons. Any departure from those terms, particularly the range of 
participants a number of auction rounds. have to be indicated in the privatisation project.) 

12.1. Opening price of the unit privatized in a public auction: 

12.2. 

12.3. 

(Usually the figure under item 9, in the event tbat tbe range of participants includes foreign 
persons, the opening price has to be increased on the basis of an expert estimate of the market 
value.) 

Terms of participation in a public auction: "', :. 

(e.g. deposit, public auction entrance fee, public auction participation fee, duties passed onto 
the future owner.) .... ~~" ::'.,' , 

~ .... ~ .. : .. : 

Range of panicipants of a public auction: .. 
':':-; .. 

(Only departures from the range of panicipants as per Article 3 and 13, Act No. 427/90, Sb - on 
transfer of some assets from the state to other juristic and physical persons are to be listed.) 

.' I .~ 

..... 

.. 14 .. "' . 
~', ~~~::~.~;;~ 
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12.4. Manner in which the transfer of credits, rights and liabilities is ensured: 

1 
Object of 
transfer 

2 
Reasons for 
selecting the 
manner 

12.5. Manner of payment for the auctioned assets. 

12.6. Other terms of a public auction: 

3 
Manner 

(e.g. abolition of the three minute period before final knock down, change in organisation of 
the Dutch auction.) .. 

13. Statement that the state's assets to be privatized in a public auction are either not subject to 
restitution claims by rightful persons as per relevant regulations or that such claims shall be settled in 
another manner (transfer of shares - see Form No.3 (A). 

14. Restrictions imposed by other entities: 

(e.g. servitude, liabilities set by municipal or state authorities as per currently valid regulations.) 

15. Time and place of the public auction. 

16. Name of \he person or authority who shall conduct tbe auction. 

-!",.: 

: ... ~ '. 

,~ , ," 

.: ~ .... ".; -. 

. - ~. ~ .. " ~ 
.-: .. ", :'; ~~. ,. 

,"' .. 

.. '"'" : ~ :. ~.: . 

.;' "~-~i~~;'; . 
~ • . -I. 

'1< . 
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" :~-' - .' 

:15 ' 



I 
I 
I 
I 
I 
I 
I 
I, 
I 
I 
I 
I 
IJ~~ 

I 
I 
I 
I 
I 
I 

F'~\:~_'\'C:::?E CP.EDIT SFISSE-FIRST BOSTON 
PR.-\G:"':E P.EPRESE~l ATI\ 'E OFFICE 

Form No.4 (B) 

INDEPENDENTLY PRIVATIZED UNIT - PRIVA TISA TION BY MEANS OF A PUBLIC TENDER 

It is to be prepared separately for each part of the assets to be privatized by means of a public auction. 

1. Definition of the independently privatized unit: 

(Name, seat and address, number and location of sub-units, etc.) 

2. Brief characteristics of the independently privatized unit: 

(Main line of business, position on the market, etc.) 

3. 

4. 

Economic characteristics of the independently privatized unit: 

1989 1990 1991 
1. Number of employees (adjusted number) 
2. Of which: technical and economic personnel 
3. Of which: workers 
4. Average monthly wage in Kes (labour costs plus remuneration fund) 
5. Revenues and extraordinary proceeds (u~ 1A-12 r. 81, ths K~) 
6. Expenses (u~ 1A-12 f. 51, ths Kes) 
7. Net'profit (u~ 1A-12 r. 51- f. 110, ths Kes) 
8. Exports (ths Kes) 
9. Of which: to socialist countries 
10. Of which: to non-socialist countries 
11. Subsidies (u~ lA -12, f. 102 plus r. 103 plus f. 106) (ths Kes.) 
12. Level of depreciation (of fIXed assets in %, (aecum. dep./purchase price x 100» 

Assets of the independently privatized unit included in the entity's balance sheet: 

(A balance sheet u~ ZA-02 based on data of the last interim (monthly) balance of the books before 
submitting the privatisation project is to be enclosed. Only assets and liabilities pertaining to the 
independently privatized unit are to be included. Moreover, the following summary data are to be 
included: 

Assets, total 

Liabilities 

( f. S2 (a~ ZA-02) 

(f. 2-69, f. 4, r. 85. r. 102 tie. 2A-02) 

Assets of the independently privatized unit included in the entity's balance sheet (total assets -
liabilities) 

5. Land evaluated according to the Czech Finance Ministry Decree No. 182/1988. Sb - on prices of 
buildings, land, and vegetation, fees for the right to use land and compensations for temporary use of 
land as per the Czech Finance Ministry Decree No. 316/1990. Sb and not recorded in the books. 

6. Other assets, not in the books: 

(In particular, Costs related to modernization and reconstruction of fixed assets. expert estimate of 
assets fully expensed at the beginning of their utilisation, etc.). 

7. Estimaied profit (Joss) from the sale or physical liquidation of asset unsuitable for entrepreneurial 
purposes: 

(Data as per Item 5 of Fonn No.3 (B). pertaining to the independently privatized unit in question.) 
- . . . ::,. ... '. ~ 

16 
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8. Estimated proceeds from the sale of inventories related to the assets designated to be privatized by 
means of a public auction under Act. No. 427/1990. Sb - transfer of state assets to other juristic or 
physical persons: 

(Data as per Item 6 of Form No.3 (C). pertaining to the independently privatized unit in question.) 

.9. Total assets of the independently privatized unit: 

(Sum of data as per Item 4 to 8.) 

10. Intangible assets not recorded in the books: 

(In particular patents, innovations, industrial designs and trade marks, licences, know-how etc.) 

1 2 
Description and brief characteristics Estimated value in K~ 

11. Contractual rights and liabilities pertaining to the independently privatized unit: 

11.1 Contracts 

(Information on major contracts with suppliers and clients, including orders from the state -
scope, date of delivery, and possibly price.) 

11.2. Warranty-related costs: 
i 

(Data for the last three years.) 

11.3. Assets the transfer of which is blocked by restrictions on real estate transfers: 

1 2 
Identification Value of 

blocked 
assets 

3 
Blocking 
period 

11.4 Lease agreements (granted) related to the assets: 

4 
Unpaid pan of 
the liability 

(Agreements related to the unit to be privatized and entered into by the entity to be privatized 
in the role oftbe lessor.) 

1 
Scope 

2 
Name and 
address 
oflessee 

3 
Lease 
period 

11.S. Lease agreements (taken) related to the assets: 

4 
Annual 
rent 

(Agreements related to the unit to be privatized and entered into by the entity to be privatized 
in the role of the lessee.) 

1 
Scope 

2 
Name and 
address 
of lessor 

3 
Lease 
period . 

1'7 

4 
Annual 
rent 
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11.6. Lease agreements (granted) with sUbsequent transfer of ownership: (active leasing) 

(Agreements related to the unit to be privatized and entered into by the entity to be 
privatized.) 

1 
Scope 

2 
Name and 
address 
of lessee 

5 

3 
Residual value 
of leased assets 

4 
Expected date of 
last payment 

Amount remaining 
to be paid 

11.7. Lease agreements (taken) with subsequent transfer of ownership: (passive leasing) 

(Agreements related to the unit to be privatized and entered into by the entity to be 
privatized.) 

1 
Scope 

2 
Name and 
address 
of Jessor 

5 

3 
Residual value 
of leased assets 

4 
Expected date of 
last payment 

Amount remaining 
to be paid 

11.8 Other rights and liabilities: 

(Description, brief characteristics, possible impact on financial position - e.g. indemnification 
as per the Labour Code, rights and liabilities that might result from litigation in progress, etc.) 

12 Statement that the state's assets to be privatized in a public auction are either not subject to 
restitution claims by rightful persons as per relevant regulations or that such claims shall be settled in 
another manner (transfer of shares). 

13. Restrictions imposed by other entities: 

(e.g. servitude, liabilities set by municipal or state authorities as per currently valid regulations.) 

14. Informative price to be announced together with the public tender. 

15. . Manner in which the transfer of credits, rights and liabilities is ensured: 

1 
Object of 
transfer 

16. Public tender terms: 

2 
Reasons for 
selecting the 
manner 

3 
Manner 

(The entity drafting the privatisation project shall propose criteria for evaluation of the public tender 
and present arguments supporting the selected procedure. Following criteria can be used, among 
others: price, payment terms, direct development expenditure, employment levels, business plan, 
environmental expenditures, participation in community affairs, etc.) 

17. Range of participants of a public tender: 

(public tender - domestic or international, open or restricted.) 

1 
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18. Range of persons and authorities who shall evaluate the public tender's results. 

19. Public tender invitation: 

(Brief description of the unit to be privatized, how to obtain more information - information 
memorandum, management presentation, visits to the unit, deadline for presenting offers, range of 
public tender participants, public tender procedure, etc.) 

20. Method used to announce the public tender: 

(e.g. through mass media, investment banks, advisory firms, opening dale of the publicity campaign.) 

21. Dale of announcing and closing the public tender. 

• 1·· 
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FonnNo.4 (C) 

INDEPENDENTLY PRIVATIZED UNIT - PRIVATISATION BY MEANS OF A DIRECT' SALE TO 
A SELECfED PERSON 

It is to be prepared separately for each part of the assets to be privatized within the scope of the project by 
means of a direct sale outside a public tender or auction process. This form is to be used also to settle the 
claim oC a rightCul person as per Article 47, Act 92/1991, Sb in combination with a direct sale of related 
assets to the rightful person. 

1. Definition of the independently privatized unit: 

(Name, seat and address, number and location ofsub-units, etc.) 

2. Brief characteristics of the independently privatized unit: 

(Main line of business. position on the market, etc.) 

3. Economic characteristics of the independently privatized unit: 

1989 
1. Number of employees (adjusted number) 
2. Of which: technical and economic personnel 
3. Of which: workers 

1990 1991 

4. Average monthly wage in Kts 
5. Revenues and extraordinary proceeds 

(labour costs plus remuneration fund) 
(u~ lA-12 f. 81, ths Ka;) 

6. Expenses 
7. Net profit 
8. Exports 

(u~ lA-12 f. 51, ths Ki's) 
(ut'!. lA-12 f. 51- f. 110, ths Ka;) 
(ths Ka;) 

9. Of which: to socialist countries 
10. Of which: to non-socialist countries 
11. Subsidies (u~ lA -12, f. 102 plus f. 103 plus f. 106) (ths Ka;.) 
12. Level of depreciation (of fIXed assets in % (aecum. dep./purchase price x 1(0» 

4. Assets of the independently privatized unit included in the entity's balance sheet: 

(A balance sheet u~ 2A-02 based on data of the last interim (monthly) balance of the books before 
submitting the privatisation project is to be enclosed. Only assets and liabilities pertaining to the 
independently privatized unit are to be included. Moreover, the following summary data are to be 
included: 

Assets, total 

Liabilities 

(f. 52 u~ 2A-02) 

(t. 62-69, f. 84, f. 85, f. 102 u~ 2A-02) 

Assets of the independently privatized unit included in the entity's balance sheet (total assets
liabilities) 

5. Land evaluated according to the Czech Finance Ministry Decree No. 182/1988, Sb - on prices of 
buildings, land, and vegetation, fees for the right to use land and compensations for temporary use of 
land as per the Czech Finance Ministry Decree No. 316/1990, Sb and not recorded in the books. 

6. Other assets. not in the books: 

(In particular, costs related to modernization and reconstruction of fixed assets, expert estimate oC 
assets fully expensed at tbe beginning of tbeir utilisation. etc.) 

20 
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7. Estimated profit (loss) from the sale or physical liquidation of asset unsuitable for entrepreneurial 
purposes: 

(Data as per Item 5 of Form No.3 (B), pertaining to the independently privatized unit in question.) 

8. Estimated proceeds from the sale of inventories related to the assets designated to be privatized by 
means of a public auction under Act. No. 427/1990, Sb - transfer of state assets to other juristic or 
physical persons: 

(Data as per Item 6 of Form No.3 (C). pertaining to the independently privatized unit in question.) 

9. Total assets of the independently privatized unit: 

(Sum of data as per Item 4 to 8.) 

10. Intangible assets not recorded in the books: 

(In particular patents. innovations, industrial designs and trade marks, licences, know-how etc.) 

1 2 
Description and brief characteristics Estimated value in Ka; 

11. Contractual rights and liabilities pertaining to the independently privatized unit: 

11.1 Contracts: 

,Information on major contracts with suppliers and clients, including orders from the state -
scope, date of delivery, and possibly price.) 

11.2. Warranty-related costs: 

(Data for the last three years.) 

11.3. Assets the transfer of which is blocked by restrictions on real estate transfers: 

1 2 
Identification Value of 

blocked 
assets 

3 
Blocking 
period 

4 
Unpaid part of 
the liability 

11.4 Lease agreements (granted) related to the assets: 

11.5. 

(Agreements related to the unit to be privatized and entered into by the entity to be privatized 
in the role of the lessor.) 

1 2 3 4 
Scope Name and Lease Annual 

address period rent 
of lessee 

Lease agreements (taken) related to the assets: 

(Agreements related to the unit to be privatized and entered into by the entity to be privatized 
in the role of the lessee.) 

1 2 3 4 
Scope Nameaod Lease Annual 

address period rent 
of lessor 

")1 
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11.6. Lease agreements (granted) with subsequent transfer of ownership: (active leasing) 

(Agreements related to the unit to be privatized and entered into by the entity to be 
privatized.) 

1 
Scope 

2 
Name and 
address 
of lessee 

5 

3 
Residual value 
of leased assets 

4 
Expected date of 
last payment 

Amount remaining 
to be paid 

11.7. Lease agreements (taken) with subsequent transfer of ownership: (passive leasing) 

(Agreements related to the unit to be privatized and entered into by the entity to be 
privatized.) 

1 
Scope 

2 
Name and 
address 
of lessor 

5 

3 
Residual value 
of leased assets 

4 
Expected date of 
last payment 

Amount remaining 
to be paid 

11.8 Other rights and liabilities: 

(Description, brief characteristics, possible impact on financial position - e.g. indemnification 
as per the Labour Code, rights and liabilities that might result from litigation in progress. etc.) 

12. Purchase price of the unit to be privatized by means of a direct sale: 

(Purchase price and the manner in which it was determined. In the case of a direct sale to a foreign 
entity, the purchase price has to be determined on the basis of an expert estimate of the market value. 

In the event that the assets are to be sold to a rightful person claiming related assets, the purchase 
price is to be determined as the difference between the claimed assets' price - Item 4, Form No.3 (A) 
- and the total assets of the unit to be privatized - Item 8 of this Form.) 

13. Statement that the state's assets to be privatized by means of a direct sale are either not subject to 
restitution claims presented by rightful persons as per relevant regulations or that such claims shall be 
settled in another manner (transfer ofshares): 

13.1. Information on restitution claims presented by rightful persons as per relevant regulations and 
settled by transferring the assets in question: 

(Applicable in the event that related assets are to be sold to the rightful person together with 
the transfer of assets claimed.) 

14. Manner in which the transfer of credits, rights and liabilities is ensured: 

1 
Object of 

transfer 

2 
Reasons for 

selecting the 
manner 

22 

3 
Manner 

of transfer 

\ 
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15. Information on the potential buyer: 

15.1. Name of the person. 

15.2. Seat and address. 

15.3. Main references: 

(Current line of business, experience, financial position, qualification, etc.) 

16. Arguments supporting the direct sale method. 

17. Business plan of the potential buyer. 

18. Main terms of the sale agreement. 

19. Manner of payment for the assets to be sold. 

23 
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Fonn No.4 (D) 

INDEPENDENTLY PRIV A nZED UNIT - PRIV ATISA nON BY MEANS OF TRANSFORMATION 
OF THE ENTERPRISE INTO A JOINT-STOCK COMPANY 

It is to be prepared separately for each part of the assets to be privatized within the scope of the project by 
means of transformation into a joint-stock company. 

In the event that a trading company is established, relevant parts of this form are to be used. 

1. Definition of the independently privatized unit: 

(Name, seat and address, number and location of sub-units, etc.) 

2. Brief characteristics of the independently privatized unit: 

(Main line of business, position on the market, etc.) 

3. Economic characteristics of the independently privatized unit: 

1989 
1. Number of employees (adjusted number) 
2. Of which: technical and economic personnel 
3. Of which: workers 

1990 1991 

4. Average monthly wage in K~ 
5. Revenues and extraordinary proceeds 

(labour costs plus remuneration fund) 
(U~. 1A-12 f. 81, ths K~) 

6. Expenses 
7. Net profit 
8. Exports 
9. Of which: to socialist countries 
10. Of which: to non-socialist countries 

(U~. 1A-12 f. 51, ths K~) 
(u~ 1A-12 f. 51- f. 110, ths K~) 
(ths K~) 

11. Subsidies (u~ lA -12, f. 102 plus f. 103 plus f. 106) (ths K~.) 
12. Level of depreciation . (of fIXed assets in % (aecum. dep./purchase price x 100» 

~I 
-. . ~ 

. ..-' 

4. Assets of the independently privatized unit included in the entity's balance sheet: 

(A balance sheet u~ 2A-02 based on data of the last interim (monthly) balance of the books before 
submitting the privatisation project is to be enclOSed. Only assets and liabilities pertaining to the 
independently privatized unit are to be included. Moreover, the following summary data are to be 
included: I 

I 
I 
I 
I 
I 

5. 

6. 

Assets, total 

Liabilities 

(f. 52 ue. 2A-02) 

(t. 62-69, t. 84, t. 85, t. 102 ue. 2A-02) 

Assets of the independently privatized unit included in the entity's balance sheet (total assets -
liabilities). 

Land evaluated according to the Czech Finance Ministry Decree No. 182/1988, Sb - on prices of 
buildings, land, and vegetation, fees for the right to use land and compensations for temporary use of 
land as per the Czech Finance Ministry Decree No. 316/1990, Sb and not recorded in the books. 

Other assets, not in the books: 

(In particular, costs related to modernization and reconstruction of fixed assets, expert estimate of 
assets fuUy expensed at tbe beginning of their utilisation, etc.) 

24 
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7. Estimated profit (loss) from the sale or physical liquidation of asset unsuitable for entrepreneurial 
purposes: 

(Data as per Item 5 of Form No.3 (B), pertaining to the independently privatized unit in question.) 

8. Estimated proceeds from the sale of inventories related to the assets designated to be privatized by 
means of a public auction under Act. No. 427/1990, Sb - transfer of state assets to other juristic or 
physical persons: 

(Data as per Item 6 of Form No.3 (C), pertaining to the independently privatized unit in question.) 

9. Total assets of the independently privatized unit: 

(Sum of data as per Item 4 to 8.) 

10. Intangible assets not recorded in the books: . 

(In particular patents, innovations, industrial designs and trade marks, licences, know-how etc.) 

1 2 
Description and brief characteristics Estimated value in KOi 

11. Contractual rights and liabilities pertaining to the independently privatized unit: 

11.1 Contracts: 

(Information on major contracts with suppliers and clients, including orders from the state -
scope, date of delivery, and possibly price.) 

11.2. Warranty-related costs: 

(Data for the last three years.) 

11.3. Assets the transfer of which is blocked by restrictions on real estate transfers: 

1 2 
Identification Value of 

blocked 
assets 

3 
BlOCking 
period 

4 
Unpaid part of 
the liability 

11.4 Lease agreements (granted) related to the assets: 

11.5. 

(Agreements related to the unit to be privatized and entered into by the entity to be privatized 
in the role of the lessor.) 

1 2 3 4 
Scope Name and Lease Annual 

address period rent 
of lessee 

Lease agreements (taken) related to the assets: 

(Agreements related to the unit 10 be privatized and entered into by the entity to be privatized 
in the role of the lessee.) 

1 
Scope 

2 
Name and 
address 
of lessor 

3 
Lease 
period 

25 

4 
Annual 
rent 
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11.6. Lease agreements (granted) with subsequent transfer of ownership: (active leasing) 

(Agreements related to the unit to be" privatized and eniered into by the entity to be 
privatized. ) 

1 
Scope 

2 
Name and 
address 
of lessee 

5 

3 
Residual value 
of leased assets 

4 
Expected date of 
last payment 

Amount remaining 
to be paid 

11.7. Lease agreements (taken) with subsequent transfer of ownership: (passive leasing) 

(Agreements related to the unit to be privatized and entered into by the entity to be 
privatized. ) 

1 
Scope 

2 
Name and 
address 
of lessor 

5 

3 
Residual value 
of leased assets 

4 
Expected date of 
last payment 

Amount remaining 
to be paid 

11.8 Other rights and liabilities: 

(Description, brief characteristics, possible impact on financial position - e.g. indemnification 
as per the Labour Code, rights and liabilities that might result from litigation in progress, etc.) 

12. Statement that the state's assets transferred to the joint-stock company are not subject to restitution 
claims presented by rightful persons as per relevant regulations. 

13. Company's equity. 

14. Types of funds to be established when the company is founded and their size: 

(e.g. reserve fund, if established when the company is founded.) 

15. Company equity share of non-state entities: 

(Only in the event that a foreign partner, municipality, cooperative. etc. participate in establishing the 
company by a contribution, mainly of assets. If a foreign partner participates in establishing the 
company. the value of his equity share is to be determined as the ratio of the market value of his 
contribution and the market value of the state's contribution.) 
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16. Description and valuation of the contribution by entities other than the state: 

1 2 3 4 
Definition Name and address Valuation of Valuation method 
of assets of contributed physical used 
contributed assets' owner assets 

contributed 
(volume or 
capital con-
tributed, K~) 

5 
Special terms 
agreed 

17. Arguments supporting the selected privatisation method - establishing a joint-stock company. 

18. Business p.lan. 

18.1. Production and marketing analysis. 

18.2. Quantification of capital expenditure reqUirements and their financing. 

18.3. Manpower requirements analysis: 

(Expected changes in employment levels and personnel structure, costs of requalification, 
redundancy benefits, etc.) 

18.4 Expected profit and its distribution: 

(Projected revenues, costs, net profit and its distribution at least till 1993.) 

18.5 Additional relevant information: 

(e.g. solution of environmental problems, opportunity to raise capital by issue of bonds.) 

19. Establishment of the joint-stock company. 

19.1. Name and seaL 

19.2. Timetable of the process: 

(Description of steps to be taken, as prescribed by relevant regulations.) 

19.3. Shares of the joint-stock company: 

(Namely the type. number and nominal value oeshares.) 

20. Privatisation of shares owned by the Czech Fund of National As~C~5: 

(Information on all the shares owned by the Czech Fund of' ;,.' ,nal Assets, except for shares 
transferred to rightful persons to settle their restitutk~i. ·_1'" ::.S - see Form No.3 (A), Para_ 7b.) 

"7 
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20.1. Free-of-charge transfer: 

(Such transfer can be made for example to municipalities, bealth care and pension funds. banks 
and saving banks in order to augment credit resources.) 

3 1 
Number of 
shares 

2 
Share of the 
company's 
equity 

Type of shares 

4 
Nominal value 
of shares 

5 
Future 
hareholder 

6 
Justification 
of leasing 
the assets 

7 
Date of transfer 

20.2. Privatisation by means of vouchers: 

(Nominal value of shares allocated for this purpose is set at 1000 Ka; per share.) 

1 
Number 
of shares 

2 
Share of the 
company's equity 

(The data have to be identical with those in Table No.3 - WJoint-stock Company Register 
~ormw.) 

20.3. Shares retained by the Czech Fund of National Assets: 

3' 1 
Number of 
shares 

2 
Share of the 
company's 
equity 

Type of shares 

4 

Nominal value 
of shares 

20.4. Direct sale of shares: . 

1 
Number of 
shares 

5 
Future 
shareholder 

2 
Share of the 
company's 
equity 

6 
Justification of 
the sale to 
selected entity 

5 

Justification of leaving 
the shares in tbe Czech 
Fund of National Assets 

3 
Type of shares 

7 
Purchase price 

4 
Nominal value 
of shares 

8 
Pricing principle 
used 
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20.5 Sale through a bank (stock exchange): 

21. Annexes: 

1 
Number of 
shares 

4 
Nominal value 
of shares 
shareholder 

2 
Share of the 
company's 
equity 

5 
Pricing 
principle 
used 

3 
Type of shares 

6 
Name, seat and 
address of the agent 

(Documents required by law for establishing the type of jOint-stock company in question have to be 
enclosed.) 

',' 

.:~ ~:~ ." 
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Form No.4 (E) 

INDEPENDENTI..Y PRIVATIZED UNIT- PRIVATISATION OFTIIESTATE'S PROPERTY 
INTEREST IN THE BUSINESS OF OTHER JURISTIC PERSONS 

It is to be prepared separately for each joint-stock company where a state administration authority or a 
municipality in the Czech Republic was a stockholder when the company was established, and also for each 
joint-stock company established by a state enterprise in cases when all the assets of the founding enterprise 
were transferred to this company and the enterprise itself was dissolved without liquidation. 

1. Definition of the independently privatized unit: 

(Name, seat and address, number and location of sub-units, etc.) 

2. Brief characteristics of the independently privatized unit: 

(Main line of business, poSition on the market, etc.) 

3. Economic characteristics of the independently privatized unit: 

1989 
1. Number of employees (adjusted number) 
2.' Of which: technical and economic personnel 
3. Of which: workers 

1990 1991 

4. Average monthly wage in K~ 
5. Revenues and extraordinary proceeds 

(labour costs plus remuneration fund) 
«(j~ 1A-12 f. 81, ths K~) 

6. Expenses 
7. Net profit 
8. Exports 

«(j~ lA-12 f. 51, ths K~) 
«(j~ 1A-12 f. 51- f. 110, ths K~) 
(ths K~) 

9. Of which: to socialist countries 
10. Of which: to non-socialist countries 
11. Subsidies «(j~ lA -12, f. 102 plus f. 103 plus f. 106) (ths K~.) 
12. Level of depreciation (of fixed assets in % (aecum. dep./purchase price x 1(0» 

4. Assets of the independently privatized unit included in the entity's balance sheet: 

(A balance sheet u~ 2A·02 based on data of the last interim (monthly) balance of the books before 
submitting the privatisation project is to be enclosed. Only assets and liabilities pertaining to the 
independently privatized unit are to be included. Moreover, the following summary data are to be 
included: 

Assets, total 

Liabilities 

( f. 52 u~ 2A-02) 

(f. 62-69, f. 84, f. 85, f. 102 u~ 2A-02) 

Assets of the independently privatized unit included in th~ entity's balance sheet (total assets
liabilities) 

5. Land evaluated according to the Czech Finance Ministry Decree No. 182/1988, Sb - on prices of 
buildings, land, and vegetation, fees for the right to use land and compensations for temporary use of 
land as per the Czech Finance Ministry Decree No. 316/1990, Sb and not recorded in the books. 

6. Otber assets, not in tbe books: 

(In particular, costs related to modernization and remnstruction of fixed assets, expert estimate of 
assets fully expensed at the beginning of their utilisatiOn, etc.) 
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7. Estimated profit (loss) from the sale or physical liquidation of asset unsuitable for entrepreneurial 
purposes: 

(Data as per Item 5 of Form No.3 (B). pertaining to the independently privatized unit in question.) 

8. Estimated proceeds from the sale of inventories related to the assets designated to be privatized by 
means of a public auction under Act. No. 427/1990. Sb - transfer of state assets to other juristic or 
physical persons: 

(Data as per Item 6 of Form No.3 (C), pertaining to the independently privatized unit in question.) 

9. Total assets of the independently privatized unit: 

(Sum of data as per Item 4 to 8.) 

to. Intangible assets not recorded in the books: 

(In particular patents, innovations, industrial designs and trade marks, licences. know-how etc.) 

1 2 
Description and brief characteristics Estimated value in Kb 

11. Contractual rights and liabilities pertaining to the independently privatized unit: 

11.1 Contracts: 

(Information on major contracts with suppliers and clients, including orders from the state -
scope, date of delivery, and possibly price.) 

11.2. Warranty-related costs: 

(Data for the last three years.) 

11.3. Assets the transfer of which is blocked by restrictions on real estate transfers: 

1 2 
Identification Value of 

blocked 
assets 

3 
Blocking 

. period 

11.4 Lease agreements (granted) related to the assets: 

4 
Unpaid part of 
the liability 

(Agreements related to the unit to be privatized and entered into by the entity to be privatized 
in the role of the lessor.) 

1 
Scope 

2 
Name and 
address 
of lessee 

3 
lease 
period 

11.5. Lease agreements (taken) related to the assets: 

4 
Annual 
rent 

(Agreements related to the unit to be privatized and entered into by the entity to be privatized 
in the role of the lessee.) 

1 
Scope 

2 
Name and 
address 

of lessor 

3 
lease 
period 

31 

4 
Annual 
rent 
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11.6. Lease agreements (granted) with subsequent transfer of ownership: (active leasing) 

(Agreements related to the unit to be privatized and entered into by the entity to be 
privatized. ) 

1 
Scope 

2 
Name and 
address 
of lessee 

5 

3 
Residual value 
of leased assets 

4 
Expected date of 
last payment 

Amount remaining 
to be paid 

11.7. Leao;e agreements (taken) with subsequent transfer of ownership: (passive leasing) 

(Agreements related to the unit to be privatized and entered into by the entity to be 
privatized.) 

1 
Scope 

2 
Name and 
address 
of lessor 

5 

3 
Residual value 
of leased assets 

4 
Expected date of 
last payment 

Amount remaining 
to be paid 

11.8 Other rights and liabilities: 

(DesCription, brief characteristics, possible impact on financial position - e.g. indemnification 
as per the Labour Code, rights and liabilities that might result from litigation in progress, etc.) 

12. Company equity's share of non-state entities: 

(Name and address of the shareholder, equity share in %, shareholder's opinion on the selected 
method ofprivatisation.) 

13. Business plan. 

13.1. Production and marketing analysis. 

13.2. Quantification of capital expenditure requirements and their financing. 

13.3. Manpower requirements analysis: 

(Expected changes in employment levels and personnel structure, costs of requalification, 
redundancy benefits, etc.) 

13.4 Expected profit and its distribution: 

(Projected revenues, costs, net profit and its distribution at least till 1993.) 

13.5 Additional relevant information: 

(e.g. solution of environmental problems, opportunity to raise capital by issue of bonds.) 

.. 32 
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14. Date of transfer of the assets from the joint-stock company to the Czech Fund of National Assets: 

(This is to be preceded by a reduction of the joint-stock company's equity by the value of assets being 
transferred and at the same time withdrawal of shares of corresponding nominal value from 
circulation. Privatisation as per this item of the form has to precede any privatisation as per item 16 of 
the same form.) 

15. Date of transfer of shares representing the state's property interest in the independently privatized 
unit to the Czech Fund of National Assets. 

16. Privatisation of shares owned by the Czech Fund of National Assets: 

(Information on all the shares owned by the Czech Fund of National Assets, except for shares 
transferred to rightful persons to settle their restitution claims - see Form No.3 (A), Para. 7b.) 

16.1. Free-of-charge transfer: 

(Such transfer can be made for example to municipalities, health care and pension insurance 
funds, banks and saving banks in order to augment credit resources.) 

3 1 
Number of 
shares 

2 
Share of the 
company's 
equity 

Type of shares 

7 4 
Nominal value 
of shares 

5 
Future 
hareholder 

6 
Justification 
of leasing 
the assets 

Date of transfer 

16.2. Privatisation by means of vouchers: 

(Nominal value of shares allocated for this purpose is set at 1000 K~ per share.) 

1 
Number 
of shares 

2 
Share of the 
company's equity 

(The data have to be identical with those in Table No.3 - "Joint-stock Company Register 
Formw.) 

16.3. Shares retained by the Czech Fund of National Assets: 

1 
Number of 
shares 

4 

Nominal value 
of shares 

2 
Share of the 
company's 
equity 

5 

3 
Type of shares 

Justification of leaving 
the shares in the Czech 
Fund of National Assets 

33 
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16.4. Direct sale of shares: 

1 
Number of 
shares 

5 
Future 
shareholder 

2 
Share of the 
company's 
equity 

6 
Justification of 
the sale to 
selected entity 

3 
Type of shares 

7 
Purchase price 

16.5 Sale through a bank (stock eXChange): 

1 
Number of 
shares 

4 
Nominal value 
of shares 
shareholder 

2 
Share of the 
company's 
equity 

s 
Pricing 
principle 
used 

4 
Nominal value 
of shares 

8 
Pricing principle 
used 

3 
Type of shares 

6 
Name, seat and 
address of the agent 



I 
I 
I 
I 
I 
I 
I 
I '. ~ 

I 
I 
I 
I 
I 

.. "--'. 

I 
I 
I 
I 
I 
I 

FI!\,A.1\/CIERE CREDIT SUISSE-FIRST BOSTON 
PRAGeE REPRESENTATIVE OFFICE 

Form No.4 (n 

INDEPENDENTLY PRIVATIZED UNIT - PRIV ATISATION BY MEANS OF A FREE-OF
CHARGE TRANSFER OF ASSETS AS PER ARTICLE 12, PARA 2C, ACf No. 92/1991, Sb - on 
transfer of state assets to other persons AND ARTICLE 18, PARA 2B,C,E, ACf OF CNR No. 171/1991 -
on authority of the Czech state administration with respect to transfer of state assets to other persons 

This form is used in the event of transfer of certain assets by the Czech Fund of National Assets to 
municipalities, health care and pension funds, and to banks and saving banks in order to augment credit 
resources. 

1. Definition of the independently privatized unit: 

(Name, seat and address, number and location of sub-units, etc.) 

2. Brief characteristics of the independently privatized unit: 

(Main line of business, poSition on the market, etc.) 

3. Economic characteristics of the independently privatized unit: 

1989 
1. Number of employees (adjusted number) 
2. Of.which: technical and economic personnel 
3. Of which: workers 

1990 1991 

4. Average monthly wage in K~ 
5. Revenues and extraordinary proceeds 

(labour costs plus remuneration fund) 
(u~ lA-12 f. 81, ths K~) 

6. Expenses 
7. Net profit 
8. Exports 

(U~. lA-12 f. 51, ths K~) 
(u~ lA-12 f. 51- f. 110, ths K~) 

(ths KC!S) 
9. Of which: to socialist countries 
10. Of which: to non-socialist countries 
11. Subsidies (u~ lA -12, f. 102 plus f. 103 plus f. 106) (ths Kc!s.) 
12. Level of depreciation (of fixed assets in % (accum. dep./purchase price x 1(0» 

4. Assets of the independently privatized unit included in the entity's balance sheet: 

(A balance sheet u~ 2A·02 based on data of the last interim (monthly) balance of the books before 
submitting the privatisation project is to be enclosed. Only assets and liabilities pertaining to the 
independently privatized unit are to be included. Moreover, the following summary data are to be 
included: 

Assets, total 

Liabilities 

(r. 52 u~ 2A-02) 

(r. 62-69, f. 84, f. 85, f. 102 u~ 2A-02) 

Assets of the independently privatized unit included in the entity's balance sheet (total assets • 
liabilities) 

S. Land evaluated according to the Czech Finance Ministry Decree No. 182/1988, Sb - on prices of 
buildings, land, and vegetation. fees for the right to use land and compensations for temporary use of 
land as per the Czech Finance Ministry Decree No. 316/1990, Sb and not recorded in the books. 

6. Other assets, nOl in the books: 

(In particular, costs related to modernization and reoonstruction of fixed assets, expert estimate of 
assets fully expensed at tbe beginning of their utilisation, etc.) 

~~. :.:{ ~:~ :!~, . : 
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7. Estimated profit (loss) from the sale or physical liquidation of asset unsuitable for entrepreneurial 

purposes: 

(Data as per Item 5 of Form No.3 (B). pertaining to the independently privatized unit in question.) 

8. Estimated revenues from the sale of inventories related to the assets designated to be privatized by 
means of a public auction under Act. No. 427/1990, Sb - transfer of state assets to other juristic or 
physical persons: 

(Data as per Item 6 of Form No.3 (C), pertaining to the independently privatized unit in question.) 

9. Total assets of the independently privatized unit: 

(Sum of data as per Item 4 to 8.) 

10. Intangible assets not recorded in the books: 

(In particular patents, innovations, industrial designs and trade marles,licences, know-how etc.) 

1 2 
Description and brief characteristics Estimated value in K~ 

11. Contractual rights and liabilities pertaining to the independently privatized unit: 

11.1 Contracts: 

(Information on major contracts with suppliers and clients, including orders from the state· , 
scope, date of delivery, and possibly price.) 

11.2. Warranty-related costs: 

(Data for the last three years.) 

11.3. Assets the transfer of which is blocked by restrictions on real estate transfers: 

1 2 
Identification Value of 

blocked 
assets 

3 
Blocking 
period 

11.4 Lease agreements (granted) related to the assets: 

4 
Unpaid part of 
the liability 

(Agreements related to the unit to be privatized and entered into by the entity to be privatized 
in the role oflhe lessor.) 

1 
Scope 

2 
Name and 
address 

. of Jessee 

3 
Lease 
period 

11.5. Lease agreements (taken) related to the assets: 

4 
Annual 
rent 

(Agreements related to the unit to be privatized and entered into by the entity to be privatized 
in the role of the lessee.) 

1 
Scope 

2 
Name and 
address 
or lessor 

3 
Lease 
period 

36 

4 
Annual 
rent 
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11.6. Lease agreements (granted) with subsequent transfer of ownership: (active leasing) 

(Agreements related to the unit to be privatized and entered into by the entity to be 
privatized. ) 

1 
Scope 

2 
Name and 
address 
oflessee 

5 

3 
Residual value 
of leased assets 

4 
Expected date of 
last payment 

Amount remaining 
to be paid 

11.7. Lease agreements (taken) with subsequent transfer of ownership: (passive leaSing) 

(Agreements related to the unit to be privatized and entered into by the entity to be 
priva tized. ) 

1 
Scope 

2 
Name and 
address 
of lessor 

5 

3 
Residual value 
of leased assets 

4 
Expected date of 
last payment 

Amount remaining 
to be paid 

11.8 Other rights and liabilities: 

(Description, brief characteristics, possible impact on financial position - e.g. indemnification 
as per the Labour Code. rights and liabilities that might result from litigation in progress, etc.) 

12. Purpose for which the assets are allocated. 

13. Name. seat and address of the entity to which the assets are to be transferred. 

14. Justification of the proposed transfer. 

15. Terms which have to be respected by the future owner of the independently privatized unit: 

(In particular, obligation to maintain the same or substantially same production, prohibition on 
transfers of the independently privatized unit for a given period,' etc.) 

37 
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LEGEND OF TABLES 
Table 1 - USE OF PROPERTY OF INDIVIDUAL ENTmES 

Line: 1 
2 
3 
4 
5 

6 

Col.: 1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

Notes: 1 
2 

Assets, total 
Liabilities 
Assets on the balancw sheet 
Physical assets not in the books 
Of which: Land, total 

Property, total 

Privatized entity 
Total 

Other physical assets, total 

Of which: in the Czech Republic 
in the Slovak Republic 

Assets not included in the privatisation project 
Assets to remain State property 
Restitution in kinds 
Assets unsuitable for entrepreneurial purposes 
Public auction within "Small-business Privatisation" 
Public auction within "Large-business Privatisation" 
Public tender 
Direct sale 
Joint-stOCk company 
Free-of-charge transfer 
Privatisation of State property interest in the business of other 
juristic persons 

Physical assets are to be shown in line 4 only if they are not on the balance sheet 
Col. 2 = Col. 3 + Col. 4 = sum of Col. 5 to Col. 16 ' 

Table 2 - LIST OF PROPERTY OF INDEPENDENTLY PRIVATIZED UNITS 

Line: Lines 1 to 6 identical with those of Table 1 

Col.: 1 
2 

Privatized entity 
Total 

3 In the Czech Republic 
4 In the Slovak Republic 
5 to 12 Entity 

Notes: 1 Physical assets are to be shown in line 4 only if they are not on the balance sheet 
2 Col. 2 = Col. 3 + Col. 4 = sum of Col. 5 to Col. 16 
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The Enterprise with Foreign Property Act 

Act on Economic Relations with Foreign Countries 

The Joint Stock Companies Act 
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'om 1990) on and of a simple registration, The remaining activities must be 
uthorlzed. 

(I) Foreign Exchange R~lme 
-hundred (100) percent foreign exchange earned must be offered for purchase to 

Ie State 
-accounts In foreign exchange kept with a foreign bank may be opened only upon 

n authorization having been granted by the State Bank of Czechoslovakia. 
- credits may be taken from a foreign Bank only on hand of an authorization by the 

tate Bank of Czechoslovakia. 
(J) Repatriation of Profits 
Basically, such repatriation Is possible only If there are sufficient liquidities In 

)reign exchange. 
But a more liberal r~glme shall govern such repatriation In case of specific treaties 

:) fosler and protect foreign Investment. 
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1. 4. 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, Coli. 

The Federal Assembly of the Czechoslovak Federative Republic has passed the 
following Act: . 

Part I 
GENERAL PROVISIONS 

Article 1 
was abolished. 

Article 2 
(1) An enterprise with foreign property participation (hereinafter referred to as 
-enterprlse-) shall be a Juristic person engaging In economic activities with a seat 
situated on the territory of the Czechoslovak Federative Republic, provided a foreign 
participant takes part In Its establishment and, aftrer such establishment, In Its 
trading. 
(2) For the purposes hereof, a -foreign participant- shall Include both a juristic or a 
natural person with a seat or domicile outside the territory of the Czechoslovak 
Federative Republic, who partiCipates with an Investment In the enterprise. 
(3) For the purposes of this Act, Ma Czechoslovak partlclpantM shall Include both a 
legal or a natural person with a seat or a domicile situated on the territory of the 
Czechoslovak Federative Republic who partiCipates, together with the foreign 
participant, with Its Investment In the enterprise. . 
(4) In addition, the present Act shall apply also to cases where the enterprise is 
established exclusively by a foreign participant or where such a foreign participant 
participates exclusively In Its trading. 

Article 3 
The establishment, the legal form as well as the legal relations, and the liquidation of 
the enterprise shall be governed by Czechoslovak law. 11 

Article 4 
(1) The enterprise stands for the breach of Its commitments and other obligations 
with Its own assets. 

13 



(2) The enterprise Is not liable for commitments of the State or for commitments of 
other juristic persons, and the State and such other Juristic persons are not liable for 
commitments of the enterprise; this does not exclude liabilities originating In 
accordance with appropriate general rules of law. 

Part II 
AUTHORIZATION TO ESTABUSH AN ENTERPRISE 

ArticleS 
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 Flnnace, Prices and Wages of the Republic, on 
the territory of which the enterprise will have Its seat (herelnfater referred to as "the 
authorlzation-). In the field of banking business, such authorization Is to be granted 
by the Czechoslovak State Bank. 

Article 6 
(1) An application for authorization may be filled by any participant. In such 
application, the applicant shall state: 
a) the name, seat, legal form and SUbJect-matter of trading of the enterprise, 
b) the name, seat and or domicile as well as the subject-matter of trading of the 
participants, 
c)the basic capital, the shares ofthe Individual participants, the form of same as well 
as the currency in which same will be paid, the prescribed amount of the reserve 
fund, the participation of Individual participants In the bodies of the enterprise 
provided such determination In the bodies Is not Inconsistent with the legal form 
thereof as well as the distribution of profits and coverage of losses, If any, unless 
same does result from the legal form of the enterprise. 
(2) If more participants establish the enterprise, a draft memorandum of agreement 
establishing same as well as draft bye-laws or statutes of same shall accompany the 
application. 

Article 7 
(1) When deciding upon the grant of an authorization the respective authority shall 
examine whether there Is hope that the enterprise being established will contribute 

. to the Increase of fruitful participation of Czechoslovak economy In the international 
division of labour and whether during Its economic activity will be able to create 
sufficient financial resources both In Czechoslovak as well as In foreign currencies. 
(2) An authorization for business and trading activities may be granted In any branch 
of national economy with the exception of those Important for defence and security 
of the Czechoslovak Federative Republic. 

14 

I I (3) A-declslon upon an application shall be taken In administrative proceeding 3) not 
later than sixty (60) days following the date of same having been flied. 

Article 0 
An authorization granted to the prospective enterprise under Article 5 hereof shall 
substitute all authorizations necessary for the respective type of economic activity 
under specific rules of law, provided the authorization under Article 5 hereof I granted 
by an authority who has the power to grant such authorizations to engage In said 
econolc activities and the authorized type economic activity of the enterprise covers 
up such activities. 

Part III 
MANAGEMENT OF THE ENTERPRISE 

Chapter I 
ECONOMIC ACTIVITIES 

Article 9 
In the State Plan of Econonomlc am;t Social Development, no tasks may be imposed 
o~ the enterprise. 

Article 10 
Legal relations arising out of cooperation ofthe enterprise with Czechoslovak juristic 
persons shall be governed by the Economic Code, provided that prOVisions of the 
Economic Code setting forth the obligation to conclude, modify of cancel a contract 
without the actual Intention of the parties, or the power to create, modify or cancel 
such obligations, as well as those provisions which, due to their contents, do not 
con espond to the nature of the enterprise or which are Inconsistent with Its legal 
standing as defined hereunder, shall not apply. The rules of the International Trade 
Code shall not be affected thereby. 

Chapter" 
FINANCIAL MANAGEMENT 

Article 11 
! The Enterprise shall be assessable only for taxes provided for In the Act. 

Article 12 
After Its establishment, the joint ventures corporation shall create a reserve fund up 
to the amount, and in a manner, set forth In Its bye-laws or statutes. This fund shall 

15 



-
be yearly fed from the earning after taxes by amounts of not less than five (5) per cent 
the distributable profits. until the amount fixed In the bye-laws or statutes Is reached. 
The minimum amount of a reserve fund shall be ten (10) per cent the basic capital. 
The enterprise shall feed a part of the reserve fund In foreign currencies. 

Article 13 
Upon payment of taxes and contribution Into the reserve fund (Art. 12 hereof) the 
enterprise shall be free to distribute the remaining part of available profits among the 
parties. 

Article 14 
(1) The annual balance sheet of the enterprise as well as Its financial statement for 
each year shall be subject to an approval by two auditors. . 
(2) The auditors shall exercise their activities In an Independent way. using their 
necessary professional knowledge. 
(3) Rules governing particulars of the functions of auditors and their appointment by 
the respective authority of State administration shall be enacted by the Federal 
Ministry of Finance In a generally binding rule of law. . 

Chapter III 
FOREIGN EXCHANGE MANAGEMENT 

Article 15 
The duty to offer (foreign exchange) set forth in foreign exchange regulations. shall 
apply to an enterprise. too"). 

Article 16 
An enterprise shall be free to open foreign exchange accounts with a Czechoslovak 
foreign exchange banking Institution or. with the authorization of the Czechoslovak 
State Bank. with foreign banks. 

Article 17 
The conversion of the Czechoslovak currency into foreign currency and vice versa 
shall take place at rates fixed by the Czechoslovak State Bank. 

Article 18 
An enterprise shall be free to take foreign exchange credits from Czechoslovak 
foreign exchange banking Institution; It may take such credits from foreign banks 
only with the authorization of the Czechoslovak State Bank. 

16 
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Chapter IV 

SOCIAL AND ECONOMIC INFORMATION 

Article 19 
An enterprise shall 
a) set up a system of social and economic Information In concordance with the 
respective generally binding legal provisions applicable to Czechoslovak organiza
tions. the subject-matter of enterprising (business and trade) of which Is similar to 
that of the enterprise; . 
b) keep accounts and books In Czechoslovak currency In accordance with the 
respective generally binding legal provisions; exceptions. If any. based on the dlfferet 
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 20 
(1) In case of winding 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 be made 
In the currency formerly paid In. 
(2) In addition. the foreign participant may transfer abroad his part In the 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 enterprise has sufficient foreign 
exchange funds. 

Article 21 
(1) Persons whose domicile Is abroad. employed by such an enterprise. shall be free 
to transfer abroad their Income earned In connection with their employment with the 
enterprise. . 
(2) The enterprise shall be free to transfer sums abroad destined to cover social 
Insurance contributions In favour of persons on its staff. whose domicile abroad. or 
to transfer same In accordance with the directives of such person provided the 
Insurance Is not contracted In the Czechoslovak Federative Republic. The term 
·soclallnsuranceM as used throughout this Act shall cover Insurance contribution In 
case of Illness and pregnancy, children bonuses. accident and old age Insurance as 
well as Insurance contribution for unemployment. 

17 
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(3) The enterprise shall continue contributing to the old age Insurance schema of 
persons on its staff whose domlene Is not In the Czechoslovak Federative Republic. 
(4) Sources from which all payments under the preceding paragraphs may by made, 
shall be exclusively the proper foreign exchange funds of the enterprise. 

Article 22 
(1) The property of the enterprise on the terltory of the Czechoslovak Federative 
Republic may be expropriated or Its rights and Interest In such property may be 
restricted only In accord a nee with the rules of the Act. 
(2) If measures under par. (1) thereof are taken, the foreign participant shall receive 
a compensation corresponding to the actual value of his property affected by said 
measures at the time of their being enforced. The amount of compensation shall be 
freely transferable abroad In the currency which the foreign participant paid when 
acquiring his shares In the corporation or, otherwise, In the currency of the country 
In which It has Its seat or domicile. 

Part V 
WINDING UP 

Article 23 
(1) An enterprise shall not cease to exist, unless and until wound up. The purpose of 
such procedure Is to settle the property relations of the enterprise being wound up. 
(2) If the liabilities of the enterprise exceed Its assets, It shall be wound up by means 
of liquidation under the provisions of Art.352 through 354 of the Civil Procedure 
Code.5) 

Article 24 
(1) The enterprise shall apply for the entry of Its winding up and of the appointed 
liquidator Into the Companies Register. During the term of Its winding up It shall add 
to Its name the words Nbelng wound up " or "In liquidation" as the case may be. 
(2) At the day of the entry of the liquidator Into the Companies Register, the corporate 
bodies shall cease to exercise their functions. The liquidator shall have the power to 
act In the name, and on behaH, of the enterprise In all matters connected with winding 
up. 

Article 25 
(1) The enterprise shall prepare a balance sheet as of the date of the commencement 
of its winding up. It shall remit one copy thereof to the liquidator and other copies to 
the respective authorities. 
(2) Within thirty (30) days following his entry into the Companies Register, the 
liquidator shall prepare the initial financial statement as of the date of the commence-

\ 
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.! ment of the winding up and remit same to the participants, together with the time 

schedule of winding up, Its budget and protocol of Inventory taken during an 
extraordinary check of the economic assets available, as of the date of th com
mencement of the winding up. 
(3) During the winding up, the liquidator shall, Inter alia: 
a) concentrate all flnanaclal means available with one Czechoslovak banking 
Institution; 
b) complete and finalize the current business of the enterprise; 
c) payoff all taxes and dues; 
d) payoff all debts and obligations; 
e) sell the assets of the enterprise In the most economic and speedy way or dispose 
of same In another way, In accordance with th decision of the participants; 
f) report to the participants quarterly and annually on the progress of the winding up. 
accompanying his reports by quarterly and annual balance sheets. 

Article 26 
(1) Upon completing the winding up, the liquidator shall prepare the final balance 
sheet as of that day and submit same to the participants together with the final report 
on the course of winding up for their pproval. 
(2) Upon examination and approval of the balance sheet by the participants and 
upon paying off th taxes due, the liquidator shall: 
a) dispose of the balance left In accordance with the decision of the participants; 
b) place all written records and accounting documents In a safe custody; 
c) Inform the court of the completion of the winding up applying for striking the 
enterprise off the Companies Register. 

Part VI 
COMMON, TRANSITIONAL AND FINAL PROVISIONS 

Article 27 
1 The prOVisions of this Act shall apply, unless otherwise provided In an International 
~ treaty which Is binding on the Czechoslovak Federative Republic. 
~ 

Article 28 
The Government of the Czechoslovak Federative Republic may, by way of a 
governmental decree, state conditions In which an enterprise may be established 
without an authorization or fix different rules and procedures for granting such 
authorizations. 

II 
Authorizations granted prior to the present Act entering into force, in accordance 
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with rules hitherto valid, governing memoranda of agreemont to establish an 
Qflterprlse shall regarded as authorizations granted hereunder. 

III 
The Preskllum of the Federal Assembly of the Czechoslovak Federative Republic Is 
authorised to publish the full wording of the Enterprise with Foreign Property 
Participation Act No. 173 of 1988 with the modifications and amendments hereunder 
In the Collection of laws and Decrees. 

IV 
This Act shall enter Into force as of May 1st, 1990. 

1)Compani •• Umlted by $hare. kt No. 243 of 1949, Coli. On Legal Relations Arising i'n International 
Bulinell Tran .. ctIQn. kt No. 101 of 1963 Coli. (the International Trade Code) 
3IAdmlnlttratl.,. Procedure Code kt No. 71/1967, Coil. 
41M. 12 paragraph (1) ofthe Foreign Exchange Act No. 162 of 1989, Coli, Decree No. 169 of 1989 Coli. 
implementing the Foreign Exchange Act as amended by the Oecree of April 19, 1990 
IllCivil Procedure Code kt No. 99/1963, Coli, as amended on later occasions. 

?O 
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1.5. The Act on Economic Relations 
with Foreign Countries 

The Act of April 19, 1990 
whlc:h modifies and amends the Act No. 42/1980 COli. 

on Economic Relations with Foreign Countries, 
In the version of the Act No.1 02/1988 Coli. 

The Federal Assembly of the Czechoslovak Federative Republic has passed the 
following Act: 

This Act determines 

Part I 
INTRODl)CTORY PROVISIONS 

Article 1 

the organization, regulation and control of foreign economic activity, and defines Its 
forms, 
the establishment of trade representation offices of foreign persons on the territory 
of the Czechoslovak Federative Republic, 
the establishment of organizational bodies of Czechoslovak persons In foreign 
countries, 
the posltlton of chambers of commerce and Industry on the territory of the Czecho
slovak Federative Republic and their tasks, 

• non-commercial exports and Imports, 
the protection of trade policy Interests of the Czechoslovak Federative Republic, and 
defines the competence of central authorities In this sphere. 

Article 2 
In administering this Act the central government bodies shall cooperate so as to 

secure the Implementation of the economic policy of the State and to protect the 
trade policy Interests of the Czechoslovak Federative Republic In accordance with 
obligations resulting from Intematlonallegal relations of the Czechoslovak Federa
tive Republic. 

Article 3 
For the purposes of this Act 
a) the term ·Czechoslovak persons· means juristic persons having their seat and 

natural persons having their domicile on the territory of the Czechoslovak Federative 
Republic; the term 10relgn persons· means ot.her juristic or natural persons; 
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b) the term -service- means fulfUment of an obligation the subject of which Is an 

economic activity carried out against payment; activity carried out on the basis of a 
labour relationship Is not a service; 

Part II 
FOREIGN ECONOMIC ACTIVITY 

Chapter 1 
BASIC PROVISIONS 

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

Article 5 
Foreign economic activities shall be managed, organized and controlled by the 

State within the limits of the Act In such a way that said entrepreneurial activities In 
this flrld develop In condltltons of economic competitiveness, In accordance with the 
needs of the national economy of the Czechoslovak Federative Republic and In 
accordance with International treaties binding on the Czechoslovak Federative 
Republic and that the Integration of Czechoslovak persons In the International 
division of labour grows In suitable forms. 

Chapter 2 
FOREIGN TRADE ACTIVITY 

Section 1 
DEFINITION OF FOREIGN TRADE ACTIVITY 

Article 6 
(1) Foreign trade activity Includes with regard to Czechoslovak persons the 

following: 
a) the export of objects from the Czechoslovak Federative Republic and the 

Imports of objects Into the Czechoslovak Federative Republic for the purpose of sale 
or other paid for transactions or for the use In production or in granting service, orfor 
the performance of a profession, as well as the export from the Czechoslovak 
Federative Republic and the Import Into the Czechoslovak Federative Republic by 
their other economic activity (commercial export and Import); 

b) purchase of goods and its direct resale In foreign countries without Import Into 
the Czechoslovak Federative Republic; 

c) granting of services to foreign persons on the territory of the Czechoslovak 
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Federative Republic for Czechoslovak currency with the exception of direct satisfac
tion of personal needs of natural persons or similar needs of Juristic persons; 

d) granting of services In foreign countries; 
; e) acceptance of services from foreign persons with the exception of services 
accepted by Czechoslovak natural persons for the satisfaction of their personal 
needs; 

f) mediatory activity for Czechoslovak persons In relation with foreign persons; 
g) Impartial control on the basis of an Inspection contract for Issuing certificates 

on goods delivered or services granted In International trade;") 
h) procurement of transport of objects (consignments) by any form of means of 

transport and connected activity, If the place of dispatch or the place of destination 
or both are outside the territory of the Czechoslovak Federative Republic; 

i) operation of sea-shipping. 
(2) Foreign trade activity Includes with regard to foreign persons the following; 
a) the export of objects from the Czechoslovak Federative Republic and the 

Import of objects Into the Czechoslovak Federative Republic for the purpose of sale 
or another paid for transactions, or for the use in production or in granting services 
or for the performance of a profession. as well as export from the Czechoslovak 
Federative Republic and the Import Into the Czechoslovak Federative Republic by 
their other economic activity (commercial export and Import)r • 

b) granting of services on the territory of the Czechoslovak Federative Republic; 
c) sale of goods on the territory of the Czechoslovak Federative Republic, if it is not 

realized between foreign persons only; 
d) Impartial control on the basis of an Inspection contract on the territory of the 

Czechoslovak Federative Republic for Issuing Inspection certificates. 
(3) Foreign trade activity includes also any activity mentioned in paragraph 1 

carried out by: 
a) Czechoslovak Film and Czechoslovak Television; 
b) the Czechoslovak Press Agency with the exception of the procurement and 

supply of news material on the basis of contracts.lI) 
(4) Foreign trade activity does not Include: 
a) Import and export of values and trade with foreign exchange regulated by the 

provisions on foreign exchange control8l with the exception of gold for industrial 
consumption or technological purposes; 

b) activity realized by the Czechoslovak State Bank on the basis of speciallaw7l 
and by banking institutions and organizations entrusted by the Czechoslovak State 
Bank to fulfil some of the tasks reserved by law to the Bank; 

c) granting and acceptance of legal assistance by persons authorized for this 
according to Czechoslovak generally binding rules of laWS); 

d) activity of experts and interpreters realized under special I aWl) 
e) granting of, and acceptance of, services In the sectors as specified in hereof 

Article 17. 
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Section 2 

REGISTRATION AND AUTHORIZATION OF FOREIGN ACTIVITY 

Article 7 

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

a) Czechoslovak persons registered In the Companies Register - on the basis of 

registration, H this Is not a case when according to this Act registration Is not required 

and If It Is not the case when, according to this Act an authorization Is needed for this 

activity; 
b) foreign persons - on the basis of a granted autorlzatlon If It Is not the case where 

no authorization Is required. 
(2) The provision of paragraph 1 concerns also persons whom another legal 

regulation entities to cary out foreign economic activity with that that this title 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 of 

Czechoslovak persons If: . 

(a) the subject of Import are objects other then those to be used In production by 

the person Importing them, or other than meant for the perfomance of a profession 

by such a person, or the subject of export are objects other than from the gwn 

production of the person carrying out their export; objects of their own production 

are meant to be such products for which the technological process of elaboration 

means an essential change In quality and utility of the purchased raw materials, 

materials and semi-products and In whose calculation the value added exceeds the 

value of the actual production (direct wages, overheads, direct and distribution costs 

and profit) by 30 per cent the value of the price of the thing; 

(b) the subject of this activity Is to negotiate the work activity of a Czechoslovak 

natural person abroad or a foreign natural person In the Czechoslovak Federative 

Republic; 
(c) this concerns the export or Import of objects or the carrying out of other 

actlvitltes, determined by the decree of the government of the Czechoslovak 

Federative Republic; 
(d) a Czechoslovak person does not fulfil the conditions for registration given an 

Art.7c. 
(4) Registration or authorization for foreign trade activities Is not required 

(a) for foreign persons to sign contracts, which they sign on their own behalf with 

Czechoslovak persons entitled to carry out foreign trade activity and for the fulflment 

of these contracts9al; . . 

(b) In other cases, If In the Interest of the national economy of the Czechoslo

vak Federative Republic It is expedient to bind the carrying out of foreign trade 

activity neither to an authorization nor to registration and that under conditions 

and to the extent determined In the Implementary provisions Issued according to 

Art. 9. 
~ 
~ 

V ... " 
" 
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Article 7a 

Foreign trade activity of Czechoslovak persons Is registered, the registration Is 

withdrawn and the authorization for foreign trade activity Is granted, changed and 

recalled by the Federal Ministry of Foreign Trade. 

Article 7b 

(1) Prior to applying for registration for foreign trade activity the applicant must 

deposit on a specially for this purpose opened bonded account with a bank or 

savings bank9b1 (further only "monetary Institutions") an amount of money given In 

paragraph 4 (further only ·securlty").lf It does not follow from the deciSion according 

to paragraph 2 otherwise, the appllant has the right to be returned the security within 

15 days from the date that the decision on the nullification of the registration of his 

foreign trade activity or the decision on the refusal of registration become legally 

valid. 
(2) If the applicant In carrying out foreign trade activity repeatedly or seriously 

violates the duties given for the carrying out of such activity In the generally valid legal 

provision or In the measures of the bodies of economic management or If the 

applicant, who Is a CzechOSlovak person, threatens during such activity repeatedly 

or seriously the good name of the Czechoslovak entrepreneurs or other 

CzechQlsovak subjects carrying out economic activity In relation to foreign coun

tries, the Federal Ministry of Foreign Trade In agreement with the Federal Ministry of 

Finance can decide that the applicant looses his right to the return of the security or 

Its part. The financial means to the return of which the applicant lost his right will be 

transferred by the Federal Ministry of Foreign Trade to the state budget. The Federal 

Ministry of Foreign Trade can, In connection with the conclusion of the foreign trade 

activity by the applicant at his request, decide that the security or Its part will be 

returned to the applicant prior to the date of the conclusion of this activity and return 

the security or Its part. In the event the security or part of It Is lost, the applicant, If he 

continues to carry out foreign trade activity, shall complement It to its original 

amount. 
(3) To the carrying out of foreign trade activity on the basis of an authorization 

ar;JIles the provision of paragraphs 1 and 2 analogously. 

(4) The security Is 
a) 20,000 crowns for Czechoslovak natural persons 

b) 100,000 crowns for other persons. 

(5) The monetary amount deposited as security according to the proVision of 

paragraph 1 has the same Interest rate for the depositor as other long-term deposits 

placed with monetary Institutions under the same conditions. 

Article 7c 
(1) T~e application for registration contains If It Is for 

a) a juristic person, his name, the seat, legal form statutary bodies, identification 
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number of the organization and the sublect of activity, as well as a copy of the 
agreement with a Czechoslovak person, whIch carries out the foreign trade activity 
proposed for registration for the applicant, on the method of settling claims or other 
rights and obligations towards the foreign persons related to the property rights 
relations arising In carrying out this activity between the applicant and this Czecho
slovak person, or a statement that this type of foreign trade activity has not been 
carried out for him; 

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

(2) The application also contains 
a) the type and scope of the proposed foreign trade activity and In the export of 

objects also the marking of the nomenclature according to the customs tariff; 
(b) marking of the decision on the Issued permIssion according to special 

regulations to carry out economic activity on the territory of the Czechoslovak 
Federative Republic If the proposed foreign trade activity cannot be carried out 
without such permissions; , 

(c) statement from the Companies Register Including the sublect of activity. 
(3) Data given In paragraph 1 and paragraph 2 letter b) must be substantiated by 

the applicant by the respective documents. 
(4) A Czechoslovak person further submits Information from the finance body on 

the active results of his economic activity according to his last accounting as well as 
a document on the deposit of the security. 

(5) If the application for registration does not contain data according to para
graphs 1 and 2 or If It Is not substantiated according to paragraph 3, and Information 
according to parapraph 4, the Federal Ministry of Foreign Trade rejects the registra
tion within 15 days from receiving the application. 

(6) If during the registration or after the registration realities given In the application 
for registration change, the Czechoslovak person Is obliged to Inform the Federal 
Ministry of Foreign Trade about these changes within 15 days from the date he 
learned about those changes. 

(7) The Federal Ministry of Foreign Trade can withdraw the registration If the 
Czechoslovak person repeatedly or seriously violates the obligations set for carrying 
out foreign trade activity by generally valid legal provision or measures of bodies of 
economic managementvel as well as In the case that he does not fulfill the obligations 
determined In parapraph 6. It goes that for the period of one year from the date that 
the decision on the withdrawal of the registration becomes legally valid according to 
the above sentence conditions for registration are not fulfilled for the Czechoslovak 
person it concerns. The Federal Mlnistra of Foreign Trade withdraws the registration 
at the request of the applicant If he concluded the operations of the registered foreign 
trade activity. The Federal Ministry of Foreign Trade can withdraw the registration If 

,.,,; It finds that the registered activity has not been carried out by the Czechoslovak 
~ ,.. 

person for more than two years. The Federal Ministry of ForeIgn Trade Informs the 
monetary Institution of the Czecholsovak person about the nUllficatlon of the 
registration. ' 

(8) To the procedure of registration, with the exception of Its withdrawal and the 
procedure on the appeal against the decision on the refusal or withdrawal of 
registration, do not apply the general regulations on administrative procedure 
(Administrative Rules). Registration is not considered as a measure of the bodies of 
economic rnanagemenpcl. A proper application for registration must be decided 
without delay, at the most within 15 days from delivery. The decision on registration 
contains an accurately defined type and scope of registered foreign trade activity, a 
statement that this activity has been regIstered, the alloted registration number 
definition of the person for whom this activity was registered, Information on th~ 
possibilities of appeal, date of registration, definition of the worker who carried out 
the registration and his signature; decision on registration which does not fully meet 
the application for registration, contains also the statement on the rejection of part 
of the application and the lustlflcatlon of the refusal to register. Similar matters are 
contained In the decision which fully rejects the application for registration. Against 
the refusal to register the Czechoslovak person can appeal to the Minister of Foreign 
Trade within 15 days from the date he received the refusal of registration. The 
decision on registration which fully meets the request for registration can be marked 
on the copy of the application for registration, which the applicant receives, state
ment of the registration, the alloted registration number, date of registration and 
adding of the name of the worker who carried out the registration and his signature. 

(9) The application for registration Is submitted by the applicant to the Federal 
Ministry of Foreign Trade In two copies. 

Article 8 
(1) The Federal Ministry of Foreign Trade shall grant an authorization to carry out 

foreign trade activities to a Czechoslovak person, provided the latter shows that It 
meets the reqUirements guaranteeing a due, economically efficient and rational 
exercise of such activities and disposes of sufficient foreign currency funds to meet 
its lIabllitltes arising out of a breach, If any, of Its obligations towards foreign persons. 
The government of the Czechoslovak Federative Republic may fix for serious 
reasons additional conditions on the meeting of which It will make dependent the 
gr~nt of authorization to engage In foreign trade activities. In addition, the Federal 
Ministry of Foreign Trade may grant an authorization to engage In foreign trade 
activities to foreign persons, If such grant appears to be In concordance with the 
goals of an expedient Integration of the Czechoslovak Federative Republic's national 
economy Into the International diviSion of labour. 

(2) The Federal Mlnlsry of Foreign Trade shall restrict or withdraw the authoriza
tion to engage In foreign trade actlvltites, if the Czechoslovak or foreign person, that 
have been authorized to engage In foreign trade activity commits a breach of its 
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bllgations set forth In the grant repeatedly, or In a serious manner. The Federal 
1Inlstry of Foreign Trade can withdraw or limit the authorization to carry out foreign 
'ade activity from a Czechoslovak or foreign person, If conditions decisive for Its 
ranting have changed aaccordlng to paragraph 1. 

(3) Foreign trade activity, Its change or withdrawal Is written for Czechoslovak 
)Orsons In the Companies Register. 

Article 9 
The Federal Ministry of Foreign Trade shall enact generally binding legal rules, 

Jovernlng the procedureto be followed when granting, modifying or withdrawing the 
_uthorlzatlon to engage In foreign trade actlvltes, singling out such foreign trade 
ctlvitles, normally requiring registration or authorization hereunder, that can be 

:;arrled out without registration or authorization, setting forth conditions and extent 
or such operations. 

Section 3 
REGULATION AND CONTROL OF FOREIGN TRADE ACTIVITIES 

Article 10 
Czechoslovak bodies and foreign persons carrying out their Inspection activity on 

the basis of a contract (Art 6, par. 1 g and par 2d) are obliged to carry out the 
Inspection of goods and services In an Impartial way and to Issue an Inspection 
certificate corresponding to the outcome· of the Inspection. Official measures, 
Instructions or legal acts restricting the Impartiality of such Inspection are Invalid. 

Article 11 
was abolished 

Article 12 
(1) The Federal Ministry of Foreign Trade shall control the exercise of the foreign 

trade activities by means of enacting hereunder generally binding legal rules, as well 
as through customs and, In cooperation with other central bodies of State admini
stration, by means of other economic Instruments wlthlcn Its powers. 

(2) The Federal Ministry of Foreign Trade shall supervise the foreign trade 
actlvltltes under and within the scope of generally binding rules, enacted under 
Article 3 hereof. 

(3) The Federal Ministry of Foreign Trade shall, In a generally.blndlng legal 
rule. specify details concerning the authorized extent and content, operation and 
control of foreign trade actlvltltes carried out by Czechoslovak and foreign persons 
who engage In this activity on the basis of registration or granted authorization, 
or who can engage In this activity without registration or authorization (Art. 7 
para 4) . 

.;;:,,) 
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Article 12a 
(1) Czechoslovak as well as foreign persons shall not be free to establish 

Czechoslovak Juristic persons, the basic subject-matter of business of which will 
Include foreign trade actlvltlty and to modify same, unless an authorization Is granted 
on to them by the Federal Ministry of Foreign Trade. 

(2) Authorities of State administration shall not be free to establish a Czechoslovak 
Juristic person under paragraph (1) hereof, or to modify the SUbJect-matter of its 
business, unless a leave Is granted to them by the Federal Ministry of Foreign Trade. 

(3) An authorization under paragraph (1) or leave under paragraph (2) hereof shall 
replace registration or authorization under Article 7 paragraph (1). 

Section 4 
FOREIGN TRADE ENTERPRISES 

Article 13 
(1) A foreign trade enterprise Is a Juristic person established to engage In foreign 

trade activity, which stands for the breach of its commitments and other obligations 
by Its own assets. 

(2) Foreign trade enterprises are not liable for commitments of the Stale, neither 
for commitments of other Juristic persons, and the State and other Juristic persons 
are not liable for commitments of foreign trade enterprises; this does not exclude 
lIabllltltes originating In accordance with appropriate rules of law. 

(3) Having heard the opinion of the respective national commltee, the Federal 
Ministry of Foreign Trade shall have the right to establish foreign trade enter
prises. Should the SUbject-matter of business of the newly established enterprise 
Include activities other than foreign trade the Federal Ministry of Foreign Trade 
shall apply for approval to the competent authority of State administration, regarding 
that part of the SUbJect-matter of business, provided special rules require such 
approval. The Charter ofthe foreign trade enterprise shall Include, Inter alia, its name, 
place of business, identification number, date of the establishment of the enter
prl~e, subject-matter of business and Its basic capita,!. The created enterprise 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 Is submitted by the Federal Ministry of Foreign Trade which attaches to this 
proposal . 

a) foundation document, 
b) the agreement of the responsible body of state administration on the subJect

matter of enterprising, If a special regulation requires such an agreement. 
(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 forth by law and In this position supervises the economic and social activity of the 
enterprise. . 
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Article 13a 
(1) The state creates conditions for entrepreneurial activity of 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 enterprise shall be headed by a general dlerector, who shall b~ 

the sole leader to control the activity of the enterprise, he Is responsible for It and Its 
results to the Federal Ministry of Foreign Trade; as a statutary body he acts on behalf 
of the enterprise. The general director Is nominated and recalled by the Minister of 
Foreign Trade. The general director nominates and recalls his deputies who are 
statutary bodies of the foreign trade enterprise. The general director and his deputies 
register In the Companies Register as statutary bodies of the foreign trade enter
prise. The authorization to act on behalf of the foreign trade enterprise Is gained by 
the general director and his deputies on the day of nomination. The effects of the 
ending of their function towards third persons start on the date of the registration of 
chnages In the Companies Register. 

(2) The Internal organization of the foreign trade enterprise and the organization 
of the Internal management are solely within the scope of the enterprise. The Internal 
organization of the foreign trade enterprise Is adjusted by the organization order, or 
another enterprise organization rule. In the designation of an Internal organizational 
unit of the foreign trade enterprise the word "enterprise" or "organization" may not be 
used. The foreign trade enterprise can determine which Internal organizational units 
will be registered In the Companies Register and Is entitled to carry out on behalf of 
the enterprise all legal acts,concernlng this branch office. 

(3) The foreign trade enterprise must see to It that Its property Is fully, effectively 
and ecnonomlcally used and protected. The Federal Ministry of Foreign Trade will 
prepare In agreement with the Federal Ministry of Finance and the State Bank of 
Czechoslovakia by a generally binding rules details on the management of the 
property of foreign trade enterprises. 

(4) The foreign trade enterprise keeps Its books In the prescribed way, makes out 
an annual accounting and makes It available to the respective bodies of state 
administration. The auditing of the annual accounting of a foreign trade enterprise Is 
carried out by an expert or a group of experts named by the Federal 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 cooperate In Its economic 'and 
social activity with the respective national committees and share In the overall 
economic and social development ofthelrterrltory In a way and under conditions set 
out by law. It Is also Its duty to closely cooperate with the respective national 
Committee In the Implementation of measures for the protection of the environment. 
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Article 15 
(1) The Federal ministry of Foreign Trade shall take decisions concerning liquida

tion, division, consolidation and amalgamation of foreign trade enterprise and 
modify In the subject-matter of their business; when doing 'so, the 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 opinion on the measures of 
the previous sentence. In addltlton. the Federal Ministry of Foreign Trade shall have 
the power to modify the enterprise's name, and to change Its seat and Its basic 
capital. A divided enterprise ceases to exist and Its property and obligations and 
rights are transferred to the extent as determined by the Federal 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 former 
foreign trade enterprise cease to exist and their property. rights and obligations are 
transferred to the newly formed foreign trade enteprise. 

(2) The liquidation, dlvlvslon, consolidation or amalgamation of the foreign trade 
enterprise or the modification of Its basic assets shall not adversely affect the 
creditors thereof. Such liquidation. division, consolidation, amalgamation or modifi
cation of Its basic assets shall become effective as from the date of the respective 
entry Into the Companies Register. The proposal for registration Is submitted by the 
Federal ministry 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. 

(4) After the disestablishing of a foreign trade enterprise the Federal Ministry of 
Foreign Trade decides about the transfer of rights and obligations ot the abolished 
foreign trade enterprise to another Czechoslovak juristiC person or about the 
liquidation of the property. For the decision of the transfer of rights and obligations 
of the liquidated foreign trade enterprise to another Czechoslovak' juristic person 
other than a foreign trade enterprise the prior consent of the receiving person must 
be obtained. 

Article 15a 
(1) The purpose of property liquidation (further only liqulqation) of an enterprise 

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

enterprise from the Companies Register. 

Article 15b 
(1) 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". 

31 



.. ............. .. -
- .. ..... -- ........ 

(2) On the date that the liquidator was registered In the Companies Register the 

'. 
'.~ .. 

i. 
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 
(1) 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. 
(2) Within thirty days after registration In the Companies Register the IIguldator 

prepares a balance for the day of the commencement of liquidation and submits 
it to the Federal Ministry of Foreign Trade together with the liquidation plan, 
U Ie budget of liquidation and Inventory list about the extraordinary Inventory of 
the economic means carried out on the date of the commencement of liquida
tion. 

(3) During the course of liquidation the liquidator must mainly 
a) deposit all monetary means with one Czechoslovak monetary Institution, 
b) conclude all current matters, ;, 

c) settle taxes and fees, ;', 
d) settle obligations and claims, ; 

1 e) turn Into cash the property of the enterprlse.!n the most economic and most 
rapid way or use It otherwise according to the deciSion of the Federal Ministry of ~i 
Foreign Trade, 

f) submit to the Federal Ministry of Foreign Trade quarterly and annual reports 
on the course of the liquidation documented by the quarterly and annual balance. ' ! , 

v.~ 

Article 15d 
(1) The liquidator prepares the accounting balance on 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 IIguldatlon. 

(2) After the screening and approval of the accounting budget by the Federal 
Ministry of Foreign Trade and after settling all tax duties, the liquidator 

a) will dispose of the final balance of the liquidation according to the decision of 
the Federal Ministry of Foreign Trade, 

b) sees to the safe depositing of any wrltte~ material and accountings, 
c) reports the conclusion of the liquidation to a court with the proposal for the 

enterprise to be struck off the Companies Register. 

Article 15e 
The liquidation of an enterprise with an overdraft takes place according to special 

regulations9d) • 
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Section 5 
FOREIGN TRADE ORGANIZATION FOR PARTICULAR PURPOSES 

Article 16 
(1) In order to secure the development and realization of foreign trade activity 

especially to concentrate some technical activities, the Minister of Foreign Trade of 
the CzeChoslovak Federative Republic may establish and liquidate 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 general rules 
concerning State organizations shall be applied similarly. 

Chapter 3 
FOREIGN ECONOMIC SERVICES 

Section 1 
DEFINITION OF FOREIGN ECONOMIC SERVICES 

Article 17 
(1) The term "foreign economic services· shall Include services rendered In the 

field of International carrIage of goods 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 services 
rendered 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 Federative Republic. 
(2) In addition, the foreign economic services shall Include: ' 
a) services rendered'by Czechoslovak persons to Czechoslovak persons when 

mediating transfer of copyrights of Czechoslovak authors or performing artists to 
foreign countries, and of foreign authors or performing artists to the Czechoslovak 
Federative Republlc1ClI; 

b) the Issuing of transport documents by Czechoslovak rail transporters of 
transport provided by foreign rail transporters, and by Czechoslovak air transporters 
for transport provided by foreign air transporters. 

c) The sale of goods and granting of services on the territory of the Czechoslovak 
Federative Republic for foreign exchange (further only sale for foreign exchange) 

(3) For the purpose ofthls Act Mcomblned river and sea transport" means transport 
realized on river by the same boat. 
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REGISTRATION AND AUTHORIZATION OF FOREIGN ECONOMIC SERVICES 

Article 18 
(1) Foreign economic services can be granted only by 
a) Czechoslovak Juristic persons founded for this purpose with authorization 

according to Art. 19 par 3; 
b) other Czechoslovak persons on the basis of reglstratlon,lf It Is not a case where 

no registration Is required and If they are not services given under Art. 17, par. 2,Ietter 
c), which may be rendered only on the basis and within the limits of the granted 

~ t! 

, 
,; 

authorization; 
c) foreign persons on the basis of an authorization If It Is not the case where no .. 

authorization Is required. 
(2) Registration or authorization for granting foreign services are not required: 
a) if foreign economic services are granted on the basis of law or an International 

treaty binding on the Czechoslovak Federative Republic; 
b) in other cases where In view of the Interests of the national economy of the 

Czechoslovak Federative Republic It Is not appropriate to make the granting of 
foreign economic services dependent upon registration or authorization; the condi
tions and extent of this exception shall be specified In the Implementory provisions I:, 

under Article 22. l 

Article 19 

l' 

~ , 

( 
(1) The granting of foreign economic services Is registered, the registration Is 

nullified and the authorization to grant foreign economiC services Is granted, 
changed or withdrawn In the sphere 

a) of railway, air. river and combined river and sea transport by the Federal Ministry I' 
of Transport; ~ 

b) communications by the Federal Ministry of Communications; 
c) road transport and funeral services by the Ministry ofthe Interior; orthe Ministry 

of Interior and the Environment of the Republic; In the case of authorization In 
agreement with the Federal Ministry of Transport; 

d) culture by the Ministry of Culture of the Republic; 
e) education by the Ministry of Education, Youth and Physical Education of the 

Republic; 
f) Insurance by the Ministry of Finance. Prices and Wages of the Republic; In case 

of authorization in agrement with the Federal Ministry of Finance; 
g) medical service by the Ministry of Health and Social Welfare of the Republic; 
h) banking and finance by the State Bank of Czechoslovakia; In case of authori

zation in agreement with the Federal Ministry of Finance; 
i) sales for foreign currency by the Federal Ministry of Finance in agreement with 

rhe State Bank of Czechoslovakia and the Federal ministry of Foreign Trade. 
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(2) If according to paragraph 1 the decision lies with a Ministry of the Republic this 
means that It shall be the Ministry of the Republic In which the Czecholsovak granter 
of services has his seat. or domicile or the foreign granter of services the seat of his 
organizational unit. 

(3) A Czechoslovak Juristic person. whose subject of enterprising Includes foreign 
economic services, can be founded or Its subject of enterprising changed only with 
the approval of the respective body similarly as according to paragraph 1. 

(4) The body that has registered the granting of foreign trade services or nullified 
the registration, has given authorization for their granting or has changed or 
withdrawn such authorization. or has given. changed or nullified the authorization of 
the founding of a JuristiC person according to paragraph 3 must submit within 10 days 
notification about this to the Federal Ministry of Foreign Trade. The Federal ministry 
of Foreign Trade keeps a central evidence of these registrations. authorizations and 
agreements on the basis of an allotted central filing number of the foreign economic 
services. 

(5) For the granting, changes and withdrawal of authorization for granting foreign 
economic services applies analogously the provision of Art. 7b and Art. 8 par 2 to 4. 
Provision Art. 7b and Art 7c. par. 8 a·pplles analogously also to the registration of 
these services. Provision Art. 8 par. 2 applies to the sale for foreign currencies. 
however. the authorization cannot be granted If It would be undesirable with regard 
to the Czechoslovak currency. 

Section, 3 
REGULATION AND CONTROL OF FOREIGN ECONOMIC SERVICES 

Article 20 
C;zechoslovak persons are allowed to grant foreign economic service connected 

with export of objects from the Czechoslovak Federative Republic only under 
conditions and to the extent specified by the implementary proviSions issued under 
Article 22. 

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

State administration who registered this activity or granted the the respective 
authorization. Such control shall be carried out by enactment of generally binding 
rules of law and by economic Instruments. applied In cooperation with the respective 
central authorities of State administration. 

(2) The central authorltltes of State administration referred to 1m paragraph (1) 
hereof shall supervise the exercise of foreign economic. services under. 
and to the extent of. generally binding legal regulations enacted under Article 22 
hereof. 
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Article 22 

In the field of 
a) railway, air, river and combined river and sea transport: the Federal Ministry of 

Transport; 
b) communications: the Federal Ministry of Communications: 
c) road transport: the Federal Ministry of Transport In agreement with the 

Ministries of Interior, or the Ministries of Interior and the Environment of the 

Republics; 
d) culture: the Ministries of Culture of the Republics; 
e) education: the Ministries of Education. Youth and Physical Education of the 

Republics; . . I 
f) Insurance: the Ministries of Finance, Prices and Wages of the Republics n 

agreement with the Federal ministry of Finance; 
g) medical care: the Ministries of Health and Social Welfare of the Republics; 
h) banking and financing: the State Bank of Czechoslovakia In agreement with the 

Federal Ministry of Finance; 
I) funeral services: the Ministries of Interior or the Ministries of Interior and the 

Environment of the Republics; 
J) sale for foreign exchange: the Federal Ministry of Finance In agreement with the 

State Bank of Czechoslovakia 
shall specify by enactment of generally binding legal regulations, In agreement with 
the Federal Ministry of Foreign Trade: 

(1) requirements of the application for registration of foreign economic services, 
cases when their registration can be refused or nullified and what services, under 
what ~onditlons and to what extent, can be provided without registration; 

(2) details of the procedure In granting, changing and refusing authorization for 
providing foreign economic services and which services, under what conditions and 
to what extent can be provided without this authorization; 

(3) the pro'cedure of Czechoslovak persons In providing foreign economic 
services and the organizing and supervision of this activity; in the case of sale for 
foreign ~xchange there can be, besides the conditions for the Implementation of 
such sales, also a modification of Its legal form. 

Articles 23-36 
were abolished 

Part III 
TRADE REPRESENTATION OFFICES OF FOREIGN PERSONS 

Article 37 
(1) A trade representation office under this Act is an organizational body of a 
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foreign person established for Its economic activity or for the promotion of this 
activity on the territory of the Czechoslovak Federative Republic. 

(2) A forelgo person can establish Its trade representation office and carry out 
operations only on the basis of registration, If It Is not the case where no registration 
Is required. 

(3) Registration Is not required, If from the point of view of the Interest of the 
national economy of the Czechoslovak Federative Republic It Is not expedient to 
bind the establishing of a trade representation office of a foreign person to registra
tion and that under the conditions and to the extent determined by the Implementary 
rules Issued under Art. 39. 

Article 38 
(1) The establishing of a trade representation office Is registered and the registra

tion nullified In the field of 

a) Internetional railway, air, river and combined river and sea transport by the 
Federal 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 by the State Bank of Czechoslovakia; 
d) Insurance by the Ministry of Finance, Prices and Wages of the Republic on the 

territory of which the trade representation office Is to operate. 

(2) The establishing of trade office In the other fields Is registered and the 
registration nullified by the Federal Ministry of Foreign Trade. 

(3) The body which registered the establishing of a trade representation office or 
changed or nullified such a registration has to submit within ten days notification 
about this to the Federal ministry of Finance; if It Is a trade representation office in the 
field given In par. 1 letter a) and b) also to the Federal Ministry of Foreign Trade. The 
Ministry of Finance keeps a central evidence of the registration of the trade represen
tation offices on the basis of the alloted central filing number. 

Article 39 
The Federal Ministry of Foreign Trade In agreement with the Federal Ministry of . 

Finance, the Federal Ministry of Transport, the Federal Ministry of Communications .' 
and the State t;Jank of Czechoslovakia shall specify by generally binding legal 
regulation the method and scope of the activity of the trade representation offices 
and details on the registration and Its nullHlcatlon, as well as when registration Is not 
required. . 
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Part IV 
ESTABLISHMENT OF ORGANIZATIONAL BODIES 

OF CZECHOSLOVAK PERSONS IN FOREIGN COUNTRIES 

Article 40 
(1) Czecholsovak persons may establish their organizational bodies In foreign 

countries to carry out economic activity or to help· Its promotion on the basis and 
within the limits of Its registration, with the exception of cases where no registration 

Is required. I I 
(2) Registration shall not be regulred If In view of the Interests of the nat ona . 

economy of the Czechoslovak Federative Republic It Is not appropriate to make the 
establishment of an organizational body of a Czechoslovak person In a foreign 
country dependent upon the granting of a registration; conditions and 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 

registration nullified . 
a) In the field of international railway transport, air, river and combined river and 

sea transport by the Federal Ministry of Transport; 
b) In the field of road transport by the Ministry of Interior, or the Ministry of Interior 

and the Environment of the Republic on whose territory the Czechoslovak person 

has Its 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 
The Federal Ministry of Foreign Trade shall specify, In agreement with the federal 

Ministry of Finance, the Federal Ministry of Transport and the State Bank of 
Czechoslovakia by generally binding rules of law details concemlng the application 
for registration of organizational bodies and when registration of organizational 

bodies can be rejected or nullified. 

Part V 
CHAMBERS OF COMMERCE AND INDUSTRY 

Chapter 1 
CZECHOSLOVAK CHAMBER OF COMMERCE AND INDUSTRY 

Article 43 
(1) The Czechoslovak Chamber of Commerce and Industry shall promote the 

development of Czechoslovak economic relations with foreign countries. 
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(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 actMty. 

(3) The Czechoslovak Chamber of Commerce and Industry has Its seat In Prague; 
the regional hedquarters 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 provi

sions concerning economic relations with foreign countries and In connection with 
this activity publish and distribute Informative and technical publications; 

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. 

Article 45 
(1) The 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 pre'sence 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) Statutary authorities acting In the name of the Czechoslovak Cahmber of 
Commerce and Industry are the chairman, the vlcechairmen or the secretary 
general, elected by the plenary assembly .. 

Article 46 
Details concerning the activities ofthe Czechoslovak 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 contained in its 
statutes. These shall be approved, upon proposal by the Federal Ministry of Foreign 
Trade, by the government of the Czechoslovak Federative Republic. 
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Chapter 2 

ARBITRATION COURT OF THE CZECHOSLOVAK CHAMBER OF COMMERCE 

AND INDUSTRY 

Article 47 
(1) The Arbitration Court acts at the Czechoslovak Chamber of Commerce and 

Industry as a permanent Independent body for settling disputes concerning property 

claims by Independent arbitrators In accordance with the provisions on arbitration 

proceeding In International trade relations. 
(2) The Arbitration Court Is headed by a board elected by the Board of directors 

of the Czechoslovak Chamber of Commerce and Industry for a period of three years. 

Thp quorum of the Board of the Arbitration Court Is formed by the presence of a 

majority of its members; its decisions are taken by a majority of members present. 

(3) The Board of the Arbitration Court consists of a chairman, vlcechalrmen and 

members. The Board elects its chairman and vlcechalrmen who are acting In the 

name of the Arbitration Court. 

Article 48 
The organizational arrangement of the Arbitration Court and its proceeding are 

regulated by the rules of procedure of the Arbitration Court proposed by the Board 

of the Arbitration Court and announced by the Federal Ministry of Foreign Trade In 

Collection of Laws. 

Chapter 3 
SPECIAL AND MIXED CHAMBERS OF COMMERCE 

Article 49 
(1) Czechoslovak persons may agree to establish a special chamber of com

merce for the development of economic relations with foreign countries In a certain 

sphere. 
(2) Czechoslovak persons may agree with foreign persons to establish mixed 

chambers of 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 commerce 

under paragraphs 1 and 2, membership, rights and duties of members, management 

and organizational arrangement shall be specified by statutes to be approved by the 

Federal Ministry of Foreign Trade. 

o ,,\:-.1 40 

Article 50 

(1) 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 certain state or 

several states, establish a special or a mixed chamber of commerce. 

(2) The decision on the establishment of a special or a mixed ~hamber of 

commerce shall contain namely its name, seat, SUbject-matter of aptlvlty and day of 

establishment. 

(3) The organization of special and mixed chambers of commerce established 

under paragraph 1 shall be determined by statutes 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 Companies 

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 

(1) 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-commerclal export or Import are 

subject to general rules on administrative proceedings (Administrative Rules) with 

the following deViations: 

a) applications Initiating the proceedings rnay be presented even orally; 

b) decisions on admission of non-commercial export or Import need not be taken 

In written form. 

(3) Decisions on admissibility of non-commercial ~xport or Import shall be taken 

by the customs authorities. 

Article 54 

The Federal Ministry of Foreign Trade shall specify, by generally binding rules of 

law, the export or Import of which objects and to what extent or value Is prOhibited, 

eventually cases when non-commerclal export or Import Is subject to authorization, 

which authority of the customs administration and under what COnditions Is entitled 
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to grant authorizations, and details concemlng the declslontaklng of admissibility of 

non-commerclal exports or Imports. 

Part VII 
PROTECTION OF TRADE POUCY INTERESTS 

Chapter 1 
REGULATION OF TRADE POUCY 

Article 55 

The Federal ministry of Foreign Trade 
a) submits tothe Govemment of the Czechoslovak Federative Republic proposals 

concerning principles to govern the uniform foreign trade policy; 

b) carries out the uniform foregn trade policy In relation with competant authorities 

of other states; 
c) regulates and controls the realization of the uniform foreign trade policy In 

connection with the activities regulated by this Act and also In other fields of 

economic relations with foreign countries; for this purpose It Issues rules of law and 

takes necessary measures. 

Article 56 
(1) In order to protect the trade policy Interests or other important Interests of the 

Czechoslovak Federative Republic, or to secure the fulfilment of International 

obligations, the Federal Ministry of Foreign Trade by a generally binding rules of law 

may 
a) restrict or prohibit the exercise of foreign economic actlvltltes or the transit of 

goods over the territory of the Czechoslovak Federative Republic; 

b) make the exercise or the transit hereunder dependent on certain terms and 

conditions. Including the grant of official authorization or the submission of docu

ments stipulated. 
(2) The method of publishing the list of Items of goods and services, which are 

subject to the Issuing of an official authorization or the submitting of the specified 

documents. Is determined by the Federal Ministry of Foreign Trade In a regulation 

Issued according to par. 1 

Chapter 2 
PREVENTIVE INSPECTION OF EXPORTED AND IMPORTED GOODS 

Article 57 
(1) The Federal Ministry of Foreign Trade Is authorized to control the quality and 

quantity of exported and Imported goods or to establish a Juristic person for this 
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purpose or to entrust with realization a Juristic person under Its management (further 

only ·control organization·). 

(2) The Federal ministry of Foreign Trade Is authorized to lay down the obligation 

of a Czechoslovak person delivering goods for export to provide a certificate of 

Inspection for certain kinds of goods. 

(3) Th~ Federal Ministry of Foreign Trade or the controlling organization are 

authorized to prohibit the dispatch of defective goods abroad, or to make the 

admissibility of the dispatch of such goods dependent upon the fulfilment of 

stipulated conditions. 
(4) The Federal ministry of Foreign Trade shall specify by a generally binding rules 

of law details concerning the extent and form of the realization of Inspection and the 

Issuance of certificates of Inspection. 

Part VIII 
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-commercial 

exports and Imports and establishment of organizational bodies of Czechoslovak 

juristic persons In foreign countries granted under the hitherto valid rules shall be 

considered as authorizations under this Act. 

Article 59 

(1) The Czechoslovak Chamber of Commerce and Industry acting under the 

hitherto valid rules Is the Czechoslovak Chamber of Commerce and Industry under 

this Act. 
(2) The present organizational rules of the Czechoslovak Chamber of Commerce 

and Industry shall remain In force until the day of coming into force of the statutes 

under Article 46. 
(3) The authorities ofthe Czechoslovak Chamber of Commerce and Industry shall 

function until the election of the authorities of the Czechoslovak Chamber of 

Commerce and Industry under this Act. 

Article 60 

(1) The Arbitration Court of the Czechoslovak Chamber of Commerce and 

Industry shall settle disputes under the Rules ofthe Arbitration Court ofthe Chamber 

of Commerce announced by the Decree of the Federal Ministry of Foreign Trade No. 

47/1975 CoIl. until the day of coming Into force of the rules of procedure of the 

Arbitration Court to be announced under Article 48. 
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Czechoslovak Chamber of Commerce (2) The Board of the Arbitration Court o~the f the Board of the Arbitration Court of 

and Industry shall function until the elect ona~d Industry under this Act. 
the Czechoslovak Chamber of Commerce 

. ArtICI~:~ the Administrative Rules111) shall not General rules of administratIVe procedU nd 5~ hereof. If persons Incur losses as a apply to the procedures und~r Article 56 ~ for the grant of, or modHicatlon of, an result of the rejection of their appllcat:
catlon 

or withdrawal of such authorization 
authorization, or as a result of the mCX: taken in accordance herewith, no claim or rmlsslon, or as a result of other s eps 
fOr~amages shall be available to them. 

Article 62 
was abolished 

A~I~le:the Act No. 123/1965 Coli. ~n the (1) The provision of Article 2, pa . m!nded by the deletion of the wo~dS ... and 
Czechoslovak Press Agency shallFbe ~ Trade also In the field of trade. In agreement with the Ministry of ore gn ealed' 

(2) The following rules of law are here~~r~r on th~ State Organization of Foreign 
a) the provision of the Act No. 119/11~"he ~~ceptlon of the provisions concerning Trade and International Forwarding w t 

nationalization; II P ocedures concerning Conclusion of Treaties on b) Act No. 85/1972 Co . on r . 
EconomiC Cooperation with Foreign C/01~;~~~II. on the sphere of Action of Federal c) Article 38, par. 2 of the Act No. 133 
Ministries; 52 C II on Maritime Navigation; d) Article 3 of the Act No. 61/19 /~ 959 Coil on the Amendment of the Sphere e) Decree ofthe Government No. 11 rt 'f Precious Metals for Industrial, of Action In the Field of Import and E~PO 0 
Technological or Consumption Purposes, 0 103/1960 coli. on the Sphere of f) Decree of the Minister of Foreign Tra1et ~merce and Its Organization, as 
Action of the Czechoslovak Chamb~~ 0 Ig~ Trade No. 32/1961 Coli. and of the amended by decrees of the Minister 0 ore Coli . 
Federal Ministry of Foreign Trade No. 69/1978

0 
121'/1968 Coli. on Authorization to 

g) Decree of the Minister ~f Foreign Trade:
ed 

'bY Decree of the Minister of Foreign Engage in Foreign Trade Activities, as amen . 
Trade No. 164/1969 Coli.; . e No 31"/1964 Coli on Proceedings con-h) Decree of the Ministry of Foreign Tr~~h MI~istry of Foreign Trade 4/1969 Coli.; cernlng Export. as amended by Decree 0 T ~e No 32/1964 Coli. on proceedings i) Decree of the Ministry of FOrelgnD ra f' the ministry of Foreign Tl'i-\de 

I rt as amended by eeree 0 concerning mpo • 
~_ No. 5/1969 Coli.; 
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J) Decree of the Ministry of Foreign Trade No. 17/1967 Coli. on the Regulation of Collectors Exchange of Postage Stamps and other Objects of Phllatellstlc Interest with Foreign Countries; 
k) Decree of the Minister of Foreign Trade No. 8/1969 Coil. on Authorizations concerning Import and Export of Goods and some other Activities of Foreign Trade; I) Decreeofthe Federal Ministry of Foreign Trade No. 125/1975 Coli. on Realization of Foreign Trade Activity for Foreign Enterprises; 
m) Decree of the Federal Ministry of Forergn Trade No. 58/1979 Coli. 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, Coil., on the grant of authorization to enter Into. modify or repudiate some contracts of Industrial specialization or cooperation In p:oduction with foreign countries as amended by the Decree of the Government of the Czechoslovak Socialist Republic, No. 21/1987, Coli.; 
b) Decree of the Federal ministry of Foreign Trade No. 167/1980, Coli., on procedures to be followed when liquidating Foreign Trade Enterprises; 
c) Decree ofthe Federal Ministry of Foreign Trade No. 54/1981 Coli. on Producfive Councils of Foreign Trade Enterprlse11a). 

Artlcle63a 
Decrees or part thereof, establishing a foreign trade enterprise under the previously rules of law shall become null and void as of the day where their contents are modified by the exercise of actlvltites under Article 13 to 15 hereof121. 

" (1) Qualification or authorization for foreign trade activities and foreign economic services, as well as for the establishing of trade representation office and the operation of them and for the establishing of organizational bodies of Czechoslovak juristic persons abroad, granted according to the present rules Is considered as authorization, or registration, under this Act. 
(2) The Federal Ministry allotts a central evidence number to persons which received authorization for foreign trade activity or foreign economic services up to the time this Act was adopted; the bodies of state administration given In Art. 19 must Inform the Federal Ministry of Foreign Trade within 30 days after the date this Act \ came Into force about a list of persons, which received authorization for foreign economic services and the contents of the Issued authorization. 
(3) Generally binding rules of law1311ssued according to Art. 11 are considered to be generally binding rules of law Iddued according to Art. 22. Authorization for foreign trade activities according to Art. 6, par. 1, letter f) Is considered as authorization for foreign economic services according to Art. 19. par. 1, letter i). 
(4) For ttle export and Import carried out by a Czechoslovak person. which this person would be authorized to carry out without authorization according to Art. 7, par. 2, letter b) of the former version of the Act, If It Is realized to meet the obligations 
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of delivery on the basis of an agreement on production cooperation (Art. 23 of the 
former version of the Act) validly signed before this Act was passed on the basis of 
such an agreement on cooperation, neither registration nor authorization Is required 
for a period of three months. 

(5) The bodies of the socialist self-admlnlstratlon of the foreign trade enterprises 
are abolished and the election period of the general director of the foreign trade 
enterprise ends on the date this Act Js adopted; however, the general director 
continues In his office up to the date on which the general director nominated by the 
minister of Foreign Trade (Art. 14, par. 1.) assumes responsibility to act on behlf of 
the foreign trade enterprise. 

(6) If In Act No. 42/1980 Coil. on Economic Relations with Foreign Countries In the 
version of the Act No. 102/1988 CoIl. the term Czechoslovak Socialist Republic Is 
used It should be read Czechoslovak Federative Republic. 

III 
The presidium of the Federal Assembly Is authorized to announce In the Collection 

of laws the complete version of the Act No. 42/1980 Coil. on Economic Relations with 
Foreign Countries as follows from the Acts ehlch modify and amend It. 

IV 
This Act shall become effective as of May 1st, 1990 The Act No. 102/1988 Coil. 

codifying and amending the Act No. 42/1980 Coil. on Economic Relations with 
Foreign Countries became effective as of July 1 st, 1988. 

~) Art. 521 of the International Trade Code 
51 Art. 2, a) and b) of the Act No. 123/1965 Coli. on the Czecholsovak Press Agency. 
&) Act No. 142/1970 Coli. on Foreign Exchange Control. 
7) Act No. 144/1970 Coli. on the Czechoslovak State Bank. 
8) Act No. 118/1975 Coli. and Act NI. 133/1975 Coli. on Mvocacy 
&) Act No. 36/1967 Coli. on Experts and Interpreters. 
i4II Para 600-624 of the International Trade Code. 
8b/ Act NI. 158/1989 Coli. on banks and saving banks. 
11<:) Para. 26a and the following of the Economic Code. 
lid) Art. 352-354 Act NI. 99/1963 Coli. Civil Procedure Code as amended on later occasions. 
10) Art. 44 par. (1) (6) of the Uterary, Scientific and Artistic Creative Works Act No. 35 of 1965, Coli. (the 
Copyright Act 1965) 
II) The Administrative Procedure Code (Administrative Rules) No. 71 of 1967, Coli. 
1'-1 Art. II of the Act. No. 102/1988 Coil., modifying and amending the Act. No. 42/1980 Coli on 
Economic Relations with Foreign Countries. 
12) E. g. Decree of the Minister of foreign Trade No. 312/1953 Off. Sui. on the Establishment of 
StroJexport, Foreign Trade Enterprise for the Export of machinery and Equipment asamended on later 
occasions and Decree of the Minister of Foreign Trade No. 74/1971 Coli. on the Establishment of 
Omnia. Foreign Trade Enterprise. 
13/ For example, the Decree of the Federal Mlnlstryof Foreign Trade and the Federal Ministry of Finance 
No. 8/1981 Coil., on coupons of the foreign trade enterprise Tuzex and the Decree of the Federal 
Ministry of Finance No. 83/1988 Coli. on the conditions of the sale of goods and granting services for 
foreign exchange on the territory of the CzechOSlovak Federative Republic. 
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1. 6. The Joint - stock Companies Act 

The Federal Assembly of the Czechoslovak Federative Republic has passed the 
following law: 

JOint-stock company 

Part I 
GENERAL PROVISIONS 

Article 1 

(1) The joint-stock comPany (hereinafter only company) shall be a juristic person 
for entrepreneurial activities whose capital stock Is divided Into a certain number of 
shares, the nominal value of which Is determined In advance. 

(2) The company shall be the owner of financial means paid and good made 
available to It by Its shareholders, as well as of property acequlred during its bUsiness 
activity. 

. (3) The designation Joint-stock company or the abbreviation Ma.s. M shall be 
Included in the commercial name of the company_ 

Article 2 
(1) The company shall be capable of acquiring rights and assuming obligations 

It stands the breach of Its commitments and other obligations with its assets. Th~ 
shareholder Is not liable for the obligations of the company_ 

(2) For the purpose of this Act, also the owner of the Interim certificate Is deemed 
to be a shareholder. 

Article 3 
Shares 

(1) A share Is a security giving the shareholder the right to participate according 
to this Act and the statutes of the company, in its managements, its prOfits and the . 
remainder of Its assets when the company becomes extinct. 

(2) Unless provided otherwise in this Act or in the statutes of the company the 
company issues shares guaranteeing the same rights to the owners of the ~me 
number and the same kind of shares. 

(3) If several kinds of shares are Issued, the rights pertaining to the various kinds 
of shares shall.bed eflned In the statutes. Shares of the same kind shall have the same 
nominal value. 

Article 4 
(1) The shares can be either shares reglstred In the name of the shareholder or 

bearer shares. ' 
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(2) For reglstred shares, the company keeps a list of shareholders, with the 

::ommerclal designation (name) of the shareholder, and his seat (domicile). Upon 

~equest of the shareholder, the company shall provide him with an abstract from the 

1st of shareholders, In the part concerning him. Unless provided otherwise In the 

~ tatutes, reglstred shares can be transferred by an endorsement stating the commer

:;181 designation (name) and the seat (domicile) of the new holder as well as the date 

of effectiveness of the transfer. To transfer by endorsement, provisions of th Bills and 

Cheques Act otherwise apply. 1) 

(3) Bearer shares are freely transferable by their handing over, and the holder shall 

have the rights ensuing from them. 
(4) Recording the transfer of reglstred shares In the list of shareholders Is 

necessary to make the transfer valid. 

Article 5 

The nominal value of one share shall be at least 1.000 Czechoslovak crowns, or 

a multiple of this sum divisible by 1,000. Shares Issued In a lower nominal value are 

invalid. 

Article 6 

The text of the share shall contain at least the following: 

a) the name and the seat of the company; 

b) the serial number and the nominal value of the share, designation whether it is 

a registred share or a bearer share, and the name of the owner H It is a reglstred share; 

c) the kind of share, and the rights pertaining to this kind of share according to the 

statues; 
d) the date of Issue, the amount of the capital stock of the company, and the 

number of shares of this kind at the time of Issue; 

e) signatures of two members of the board of directors authorized to sign on 

behalf of the company. 
Article 7 

(1) Shares Issued prior to the valid registration of the company in the register of 

companies and before they are fully paid up are invalid. . 

(2) Prior to the valid registration of the company in the register of companies, or 

prior to the complete payment for the share, the founders can issue Interim 

certificates attesting to subscribed deposits In money or orher property values, and 

to the extent of their payment. 
(3) The Interim certificate Is a security granting the shareholder full' rights. It must 

be Issued In his name, and only after the valid registration of the company In the 

register and full payment of the value of the share can It be exchanged for a share of 

nominal value, either a share reglstred in name or bearer share. 

(4) The issuers ofthe share or ofthe interim certificate shall be jointly and severally 

liable for damage caused by an Infraction of this prolslon. 
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Article 8 

(1) The company statutes can provide for the Issue of shares giving priority right 

a share of the profit (priory shares). The statutes may reduce or void the voting right 

pertaining to priority shares. 

(2) The statues determine the rules oncernlng the exercise of the priority right to 

a share of the profit. 

(3) The statutes can also permit the Issue of another kind of priority shares. 

(4) Priority shares of any kind can be ISSUed only up to one half of the capital stock 
of the company. 

Article 9 

(1) The statutes can provide for the Issue of staff shares, sold at an advantageous 

price. 

(2) Staff shares are Issued In name, and are transferable only among the 

employees and retired employees of the company; the prOVisions concerning the 

transfer of registered shares must be observed. 

(3) In the event of death or end of employment, with the exception of retirement, 

the rights ensuing from the staff shares cease, and the share concerned must be 

returned to the company. Unless provided otherwise In the statutes, the company 

shall pay the market price for the share, H quoted, otherwise its nominal value. 

(4) The statutes or the general meeting determine In detail the conditions for 

acquisition and transfer of these shares. Otherwise, the owners of staff shares have 

the same rights as the other shareholders. 

Article 10 

(1) According to the statutes, shares can also be Issued on which a previously 

fixed Interest Is paid (Interest shares): their aggregate value must not exceed ten (10) 

per cent of the capital stock. 

(2) The owners of Interest shares are entitled to interest from the nominal value of 

the shares according to the Interest rate Inscribed on the share, even if the company 

makes no profit In the year concerned. 

. (3) The owners of Interest shares are entitled also, besides Interest, to a dividend 
In excess of the interest. 

Article 11 

(1) The statutes can specify that the company can, up to an amount equal to half 

of the capital stock, Issue a certHlcate to a person who pays an agreed sum to the 

. company. The certificate entities him to ask, after a certain time, for the return of the 

sum paid, plus Interest stated In the certificate, or to ask for a share, or option to buy 
this share. . 

(2) The certificate referred to in paragraph 1 may give the holder the right of lien 

to the property of the company or priority right to satisfaction of claims agains the 

company before other creditors. 

49 



(3) The certificate can be Issued In name or for holder. 
(4) The Issue of these certificates does not Increase the capital stock and does not 

Involve any shareholderS rights. 

Article 12 
(1) The company can acquire, for Its assets In ex.cess of the capital stock, the 

shares It has Issued and are fully paid for. 
(2) The aggregate nominal "alue of these shares which the company a~qulres as 

Its property must not exceed one-third of the capital stock. 
(3) Unless otherwise provided by this Act, the company must not exercise 

shareholdert right on the basis of these shares and has to sell the~ within three 

years. 

Article 13 
(1) The company can also take out of circulation the shares It has acquired 

according to Article 12, paragraph 1. . 
(2) Reglstred shares taken out of circulation must be struck off the list of 

shareholders: shares taken out of circulation, both registered 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 purpose of this being entered In the register of 

companies. 

Article 14 
(1) A registered share can have several owners who act vis-a-vis the company as 

one shareholder; they can exercise their rights only through their common represen-

tative. . f h 
(2) When a share Is owned jointly by two or more persons, also the name 0 t e 

common representative shall be entered In the list of shareholders. 

Part II 
ESTABLISHMENT OF A JOINT-STOCK COMPANY 

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 16 

Capital stock 
(1) The capital stock of a company shall not be smaller than 100,000 Cz. crowns. 
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(2) The total of the financial contributions paid In at the time of the establishment 
ofthe company shall not be less than thirty (30) per cent of the capital stock, and shall 
be at least 50,000 Cz. crowns. 

Article 17 
Subscription of shares 
(1) The founders create the capital stock by subscribing shares. 
(2) Shares are subscribed on the basis of the establishment contract or, when 

there Is one founder, according to the establishment plan. Duplicates or copies ofthe 
establishment contract must be notarially verified. 

(3) The establishment contract or the establishment plan shall Include: 
a) the commercial designation, the seat, sphere of entrepreneurial activities and 

the period of existence of the company; 
b) the proposed amount of the capital stock and the minimum shares of the 

founders In the capital stock; 
c) the number and nominal values of the shares; If shares of several kinds are to 

be Issued, their designation and description of the rights pertaining to them; 
d) th place and the dates of the first and last subscription of shares;' . 
e) In case that a part of the capital stock Is to be a non-monetary contribution, Its 

nature and value, the commercial designation (name) and seat (domicile) of the 
investor of the non-monetary contribution, and the name of the sworn expert who has 
made a preliminary assessment of the contribution: 

f) the way of convening the constituent general meeting of the shareholders. 
(4) The terms of subscription of the capital stock shall be made public In a suitable 

way. 

Article 18· 
In the establishment contract or the establishment plan, the value of the nonmone
tary Investment can be given as not higher than the preliminary value determined by 
the sworn expert. 

Article 19 
(l).The subscription of shares shall be carried out by the signing of the list of 

subscribers; the subscription can be executed by a statutory organ of the subscriber 
personally, or through a representative. ' 

(2) The subscribers, with the exception of those making non-monetary invest
ments, shall deposit at least ten (10) per cent of the subscribed sum into the bank 
account specified by the founder. 

Article 20 
(1) In case. that more shares are subscribed than the founders propose to issue 

(higher subscription), the founder can reject the subscription In excess of the 
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1roPOSed number of shares. If he does not do so, the constituent general meeting 
jacldes whether to accept or reject the excess subscription In determining deflnl-

.ively the amount of the capital stock. 
(2) When the founders or the constituent general meeting reject higher subscrlp-

Ion the rejected subscriber shall receive back the sum he has paid In, without 
jed~ctlons, within 15 days of the date of the reJection. The founders are responsible 
olntly and severally for the fulfilment of this obligation. 

Article 21 
(1) Establishment of a company shall be unsuccessful If by the last date set for the 

subscription of shares, shares amounting to the proposed capital stock have not 

been subscribed. 
(2) In case of failure to establish a company, payments made by the subscribers 

shall be returned to them within 15 days, without deductions. The founders are jointly 
and severally responsible for the fulfilment of this obligation. 

Article 22 

Constituent general meeting 
(1) The founders shall Invite the subscribers to the constituent general meeting 

which must be held within sixty days from the date of the last successful subscription 

of shares. 
(2) When the founders fail to meet the deadline for convening the constituent 

general meeting aaccordlng to paragraph 1, the subscribers shall be relieved ofthelr 
obligation and can ask for the return of the sums they have paid. The founders shall 
be jointly and severally responsible for the return of the payments made, without 

deductions. 
(3) By the date of the constituent general meeting, the subscribers shall Increase 

the sums paid In in making the subscription to thirty (30) per cent of the nominal value 
of the shares subscribed. This provision does not apply to those making a non-

monetary investment. 
Article 23 

The constituent general meeting shall: 
a) note that the capital stock has been subscribed and that at least thirty (30) per 

cent of it has been paid, but a minimum of 50,000 Cz. crowns; 
b) accept or reject higher subscription of shares; 
c) decide to establish the company; 
d) approve the statutes of the company; . 
e) determine the advantages of the founders and confirm possible separate 

agreements concluded in the course of the establishment of the company with the 
founders or with other persons, If these are to have effect for the company; 

f) determine the value of non-monetary Investments (contributions) and the 

deadline by which they are to be made; 
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g) elect for the first year a board od directors and a supervisory board, with the 
exception of the case that this right has been reserved by the founders In the 
establishment contract; , 

. h) elect the companies auditors. 

Article 24 
(1) The constituent general meeting Is capable of paSSing resolutions if subscrib

ers who have subscribed at least half of the capital stock are present. 
(2) For decisions of the- constituent general meeting, a simple majority of the 

subscribed shares of the present subscribers Is necessary. Decisions can deviate 
from the establishment contract orthe establishment plan only If they are unanimous 
decisions of all the subscribers present. The constituent general meeting shall not set 
a higher value of non-monetary Investments than the value given In the establishment 
contract or the value set by a sworn expert, and must not change the advantages to 
which the founders are entitled. 

(3) When decisions are made on non-monetary Investments and on the advan
tages of the founders, the subscribers concerned cannot vote. 

(4) A notarial record shall be made of the constituent general meeting.2) 

Article 25 
Single-action establishment of a company 
(1) When the founders agree In the establishment contract that they themselves 

will pay in the entire capital stock In an agreed ratio, subscription of shares and a 
constituent general meeting shall be unnecessary. 

(2) In case of Single-action establishment of a company, the founders agree on the 
appointment ofthe members ofthe board of directors, the supervisory board and the 
company statutes. 

(3) In matters for which no provisions exist In paragpraphs 1 and 2, general 
provisions on the establishment of companies apply appropriately. 

(4) The provisions of paragraphs 2 and 3 are appropriately valid also In case that 
the exclusive founder of the company Is a Juristic person who will pay In the entire 
capital stock. 

Article 26 
Statutes 
(1) The statutes shall determine 
a) the commercial name and the seat of the company· 
b) the period of Its existence; , 
c) the sphere of entrepreneurial activity; 
d) the amount of the capital stOck and the conditions for paying up shares· 

. e) the number and the nominal value of the shares, as well as the kind of the shares 
ISSUed (registered or bearer shares); 
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f) way of entering the company In th~ register of companies; 
g) way of convening general meetings, procedures In cases that the general 

leetlng constitutes or lacks a quorum, of conditions for and ways of exercising the 
rotlng right of the shareholders; . 

h) the numoor of the members of the board of directors, the supervisory bOard and 
Ie number of auditors, the way of electing them, definition of their powers and 
erlods of function; 

I) principles for drawing up balance sheets and rules for dividing the profits of the 
:ompany; 

j) ways of making public the facts prescribed by law or the company statutes; 
k) consequences of Infraction of the obligation to pay up the subsrrlbed shares In 

me; 
I) the amount and the use of the reserve fund. 

(2) When necessary, the statutes shall make provisions especially for 
a) cases that various kinds of shares are Issued: their designation, number, 

lomlnal values and the rights pertaining to them; 
b) the rules according to which certHlcates (under Art. 11) can be Issued; 
c) posslbHitles of taking shares out of circulation, Including the procedure that 

nust be adhered to; 
d) the extent of the powers of the board of directors In cases of Increasing the 

::apital stock (Art. 69). 

Article 27 
Registration of a company In the register of companies 

(1) The company comes Into existence on the day of Its registration In the register 
)f companies. The application for registration shall be signed by all members of the 
JOard of directors. 

(2) The registry office carries out the registration only provided that: 
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 (30) per cent of the capital stock has been paid up; 
d) the approved statutes and a notarial record of the constituent general meeting 

have been submltted;21 
e) an identification number has been assigned by the state statistical authority. 

(3) When a permit according to special regulations Is necessary for the 
economic activity In which the company Is to be engaged. or for the establishment 0' the company the registry office shall carry out the registration only If this permit has 
been submitted. 
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Part III 
OBUGATIONS AND RIGHTS OF THE SHAREHOLDERS 

Article 28 
The shareholder shall pay to the company the full value of his shares within one 

year from the registration ofthe company In the register of companies. In this period. 
he shall pay the value of the shares In Instalments by dates specmed In the articles. 

Article 29 
(1) When the shareholder delays In paying an Instalment towards the value of his 

share, he shall pay Interest of twenty (20) per cent a year of the amount the payment 
of which was overdue. 

(2) When the shareholder falls to pay an Instalment within sixty days of the call. the 
board of dlrect?rs Is entitled to declare his Interim certificate Invalid, and deprive him 
of shareholder s rights; at the same time. It may enable another person to subscribe 
the share concerned. From the sum thus obtained. the claims of the company are 
satisfied first. and the remainder Is returned to the former shareholder. 

Article 30 
When the shareholdertransfers his Interim certificate to another person before he 

has paid up the whole nominal value of the share. he !s responsible for the payment 
of the subscribed sum as guarantor. 

Article 31 
(1) The shareholder Is entitled to a share of the profit which has been fixed for 

distribution (dividend) In accordance with his shares (Interim certificates), on the 
basis of the annual financial statement. by the general meeting. 

(2) In case of extinction of the company. the shareholder Is entitled to a share of 
the assets which can be divided on completion of the winding up,ln accordance with 
his shares (Interim certificates). 

(3) The provisions of the paragraphs have nothing to do with special rights of some 
shar ~s according to the company's statutes. 

(4) It Is not permiSSible to meet the claims of the shareholder at the cost of the 
capital stock. with the exception of a decrease of the capital stock. 

Article 32 
(1) In the period of existence of the company, nor In case of its extinction. the 

shareholder cannot ask for the return of his property Investment. 
(2) The shareholder Is not obligated to return the dividends received in good faith. 

Article 33 
(1) Every shareholder Is entitled to attend general meetings. ask for explanations 
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nd make comments. On the basis of shares with voting rights, the shareholder Is 
ntltled to put forward proposals and to vote on them, as well as on the proposals of 

lther shareholders. 
(2) On matters proposed for the agenda, the board of directors shall provide the 

lecessary Information at least eight days before the date of the general meeting, to 
very shareholder who has asked for It In time In writing. 

(3) The board of directors shall publish, In a way'prescrlbed In the statutes, at least 
he main data from the annual financial statement, the proposed distribution of 
'lrofits. and from the report of the board of directors and the supervisory board, at 
east thirty (30) days before the general meeting. 

Article 34 
(1) The voting rights pertaining to the share Is determined by the nominal value of 

~he share. 
(2) The statutes may restrict the exercise of the voting right by specHylng the 

highest number of votes of one shareholder. 

Article 35 
(1) The way of exercising the voting right shall be determined by the statutes. 
(2) The shareholder cannot exercise his voting right H he has breached obligation 

concerning the payments for the subscribed shares. 

Article 36 
(1) The shareholder can exercise his voting right at the general meeting also by 

'proxy. A member of the board of directors, the supervisory board, or an auditor can 
not function as proxy. 

(2) Authorization for representation shall be valid only for one general meeting, 
Including Its possible repeated convening because of Its lacking a guorum. The 
authorization shall be submitted to the board of directors before the opening of the 
general meeting. 

Article 37 
When dividends for some priority shares, with restricted or excluded voting right, 

are not paid by the company In anyone year, or paid only partly, and the payment 
.s not made In the subsequent year, priority shares shall acquire the voting right 
which can be exercised until the time when the company has paid the previously 
unpaid dividends. 

Article 38 
(1) The board of directors shall convene a general meeting when this has been 

requested, with the purpose and reason stated, by shareholders whose shares 
represent at least one-tenth of the capital stock. 
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(2) When the convening of a general meeting has been requested according to 
paragraph 1 and the board of directors falls to ,convene a general meeting within 
thirty days, It shall be convened, upon request of the shareholders referred to in 
paragraph 1, by the registry office, within the same period of time. 

Article 39 
(1) The shareholders whose shares represent at least one-tenth of the capital 

stock and have the voting right can ask the board of directors, stating the purpose 
and reason, to place questions on the agenda of the general meeting. The statutes 
may give this right also to shareholders whose shares represent a smaller share of 
the capital stock. 

(2) Shareholder can exercise the right according to paragraph 1 within eight days 
from the date of convening the general meeting. 

(3) The board of directors shall place submissions according to paragraph 1 on 
the agenda of the general meeting, and shall make It public within eight days in a way 
In keeping with the publication of general-meeting proceedings. 

(4) When the board of directors falls to fulfil Its obligation according to paragraph 
3, the agenda of the general meeting shall be supplemented, upon request of the 
shareholders who have made the submission, by the registry office. within three days 
after It has received the request. 

Article 40 
(1) The shareholders whose shares represent at least one-tenth of the capital 

stock, can ask the supervisory board, stating the purpose and reason, for a review 
of the entrepreneurial activities of the company. 

(2) When the supervisory board does not comply with the request made accord
Ing ro paragraph 1 within 30 days, the shareholders referred to in paragraph 1 can 
appeal to the general meeting (Article 39). 

Article 41 
(1) Any shareholder and any member ofthe board of directors and the supervisory 

board can ask for a court annulment of a decision of the g~neral meeting which Is 
contrary to law. 

(2) When such annulment Is requested by a member of the board of directors, the 
company shall be represented In the dispute by a member of the supervisory board, 
elected by the board. When annulment Is requested by a member of the supervisory 
board, the court shall appoint a guardian to represent the company. 

(3) The person requesting annulment of a decision shall deposit with the court 
security amounting to the nominal value of at least one share, but not more than 
10,000 crowns. 

(4) Th~ final ruling shall be binding also on all shareholders. 
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- .. _---- - -
Part IV 

ORGANIZATION OF THE JOINT-STOCK COMPANY 

Article 42 
"eneral meeting 
he general meeting Is the highest organ of the company; all shareholders are 
ted to take part In Its deliberations. 

Article 43 
he general meeting shall have the exclusive power to 
) approve and amend the statutes; 
) Increase and decrease the capital stock; 
) change the rights pertaining to the various kinds of shares; 
) make the decision on the extinction of the company; 
) elect and recall members of the board of directors, the supervisory board, and 
itors, and determine bonuses for them; 
approve the annual financial statement and the distribution of the annual profit; 
) make decisions concemlng the Issuing of convertible or priority certificates 
,ordlng to Article 11; 
) make decisions on all matters which this Act or the company statutes entrust 
le exclusive competence of the general meeting. 

Article 44 
1) General meetings shall be convened In periods specified In the statutes, but at 
lance a year. In necessary cases, a general meeting can be convened at any 

2) The general meeting shall be convened by the board of directors, unless 
lerwlse provided by this Act. 
3) The general meeting shall be convened In the way prescribed by the statutes 
ast 30 days In advance. The Invitation shall Include: 
) the name and seat of the company; 

l) the date and venue of the general meeting; 
~) the agenda of the general meeting; 
') the conditions of the statutes and the exercise of the voting right. 
4) When bearer shares have been Issued, the company shall announce the 
.venlng of the general meeting In a suitable way. within a period specmed 
'agraph 3. 

Article 45 
1) The shareholders present at the general meeting sign their names In an 
ndance list which shall contain the commercial designation (name) of the 
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'shareholder or his representative, his seat (domicile), the numbers of his shares and 
the number of the votes he has according to the shares. 

(2) The validity of the attendance list shall be confirmed by the Signatures of the 
chairman of the general meeting and the minutes clerk. 

Article 46 
(1) The general meeting Is capable of transacting business If attended by 

shareholders owning more than a half of the shares entitling them to vote. 
(2) When the general meeting lacks a quorum, the second general meeting shall 

be convened within 15 days, with the unchanged agenda: It Is capable of transacting 
business regardless of the number of persons present. 

(3) Matters ~Ich have not been Included In the published agenda can be decided 
only when all shareholders are present and agree unanimously that the matter can 
be considered. 

Article 47 
The general meeting makes decisions on matters referred to In Article 43, a) 

through d). at least by a majority of two-thirds of valid votes; on other matters, unless 
the statutes prescribe a qualified majority, the general meeting makes deCisions by 
a simple majority of votes. 

Article 48 
The decisions of the general meeting which change the rights pertaining to some 

kind of shares In their disfavour shall be valid when at least a three-fourths majority 
of shareholders representing the kind of shares concerned agree with the decision 
in a way prescribed by the statutes: when the procedure Is not prescribed, provisions 
concerning the general meeting shall be applied appropriately. 

Article 49 
(1) The general meeting shall at first elect Its chairman. a minutes clerk, two 

persons to verify the minutes, and persons to count the votes. 
(2) The minutes of the general meeting Shall contain: 
a) the name and seat of the company; 
b) the venue and date of the general meeting; ~ 
c) the name of the chairman of the general meeting, the names of the minutes 

clerk, persons verifying the correctness of the minutes (verifiers). and the names of 
the vote counters; . 

d) the more Important events In the proceedings and the statements made at the 
general meeting. Submissions made In writing and statements shall supplement the 
minutes; 

e) the decisions of the general meeting. stating the number of votes in favour, 
against and abstentions; 
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f) protests lodged by shareholders, members of the board of dlrt;)ctor$ or the 

Jpervlsory board, against some decision, when the persons lodging tl'1e protest 
quest this. 
(3) The minutes shall be signed by the minutes clerk and thf) chairman of the 

_ neral meeting, and their correctness shall be confirmed by two verifiers. 
(4) The board of directors shall have the minutes completed within thirty (fays after 

e general meeting. Together with the announcement Of the convening of the 
-neral meeting and the attendance list, the minutes shall be kept In the archives of 
e company for the whole time of Its existence. 
(5) Any shareholder can ask the board of directors foran excerpt from the minutes, 

• for a copy of the minutes of the general meeting. 

Article 50 
The board of directors 
(1) The board of directors shall be elected by the general meeting from among the 

-l8reholders or other persons. The general meeting can also decide that as long as 
e number of the members of the board of directors does not fall to a half, the board 
directors completes the number by cooptation. The subsequent general meeting 

1811 either confirm the coopted members of the board of directors, or elect new 
les. . 
(2) The board of directors shall have at least three and not more than eleven 
embers. The chairman of the board shall be elected by Its members. 
(3) The board of directors Is a statutory body of the company. It represents the 

:>mpany towards third persons. and before courts and other authorities; It creat~s 
ld directs the organization of the work of the company and exercises employer s 
,)hts. 
- (4) The way In which the members of the board of directors represent the company 
lall be determined by the statutes. and recorded In the register of companies. 

Article 51 
The statutes, decisions of the general meeting or the supervisory board may limit 
e right of the board of directors to represent the company; this limitation. however, 
1811 be Inefectlve In relation to third persons. The members of the board of directors 
e liable Jointly and severally for damage caused by their acting beyond the extent 
. their powers. 

Article 52 
(1) The board of directors shall be responsible for the drawing up of the annual 

'lanclal statement and of a proposal for the distribution od profits. 
(2) The board of directors prepares a report on the business activities of the 

')mpany. on the state of Its assets and on Its commercial policy for the general 
leetlng. In periods specified by the statutes, but at least once a year. 
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(3) The board of directors ensures that accounts and the business books of the 

company are property 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 
(1) The meinber of the board of directors shall not 
a) make business deals In his own name. within the operations of the company; 
b) be a member of unlimited liability of another company operating In a similar 

sphere 6f business; 
c) be a senior officer of another company operating In a similar sphere of business. 
(2) When a member of the board of directors breaches one of the prohibitions In 

paragraph 1, the company 
a) may claim damages; 
b) Instead of damages. may demand that the member of the board of directors let 

the company have the business deal he has made for himself; 
c) that he let the company have his benefits from the business deal. or transfer to 

the company his claims from It. 
(3) The claim of the company according to paragraph 2 expires within three 

months 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 
The supervisory board 
(1) Every company shall set up a supervisory board which shall have at least 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 company employees from their ranks. 

Article 56 
(1) The supervisory board Is entitled to check on action taken in matters of 

company business, to Inspect accounting documents and company books at any 
time, and to ascertain the state of the company. 

(2) The supervisory board shall review the annual financial statement. the balance 
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sheets and proposals for the distribution of profits. and shall submit to the general 
-neetlngs every year reports on the results of the revIew. 

Article 57 
(1) The members ofthe supervIsory board shall attend the general meetings ofthe 

company; they can make submissions concerning the agenda of general meetings. 
(2) In case that In the supervisory board. opinions of the representatives 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 board shall convene a general meeting whenever the Interest 

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 Jointly or through Its Individual 

members. Inspection work can also be divided by the supervisory board perma
nently between Its members. The distribution of InspectIon activity does not affect the 
responsibilities of the members of the supervisory board. nor their right to perform 
other Inspection functions. . . 

(2) When an Inspection organ exists Inthe company. It shall be subordinated to the 
supervisory board. 

Article 60 
The provisions of Article 54 apply also to the members of the supervisory board. 

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 legal 
regulations. the company statutes and the general meeting. 

Article 62 
A slngle-person-jolnt-stock company 
(1) A company can be established also In the way that a Juristic person Is the only 

shareholder. 
(2) A single-person company Is estsablished also when one shareholder has 

acquired the ownership rights to all shares. 

~ 
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r Article 63 
For single-person companIes, the provisions of thIs Act shall apply. with the 

proviso that the rights of the general meeting. according to Article 62. paragraph 1. 
shall be exercIsed by the founder. and In cases according to paragraph 2 by the 

shareholder. 
Part V 

INCREASING AND DECREASING THE CAPITAL STOCK 

Article 64 
IncreasIng the capital stock 
(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 ISSUed 
shares. with the exception of the case specified In Article 68. 

(2) The capital stock can be Increased by the subsrclptlon of new shares. by the 
transformation of the assets of the company in excess of the capital stock Into capital 
stock. or by the exchange of certificates according to Article 11 for shares. 

Article 65 
(1) The decisIon to Increase the capital stock shall be made by the general meeting 

althe proposal ofthe board of directors. The announcements ofthe convening ofthe 
general meeting shall Include. In addition do data listed In Article 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 concerning the Increase of the 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. as well 

as the decision which rights of the previously Issued shares will be affected. and In 
which way; 

e) when the capital stock Is to be Increased by the subscription of shares. the dates 
of the first and last subscription: 

f) when the capital stock Is to be Increased by non-monetary Investments. the 
proposed value of the Investments. . 

(2) The capital stock Increase shall be carried out by the board of directors. 

Article 66 
(1) When the capital stock Is to be Increased by the subscription of shares, 
a) for every share. an amount shall be paid as determined by the general meeting, 

but at least thirty (30) per cent of its nominal value, 
b) by a three-fourths majority of votes of the shares entitling owners to vote the 

~eneral meeting can give every shareholder first option to buy the new shares, 'and 
fix the date by which shareholders can exercise this right. 
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(2) Owners of certmcates according to Article 11 can exercise their right to 
:;hange their certificates for shares, before shareholders. 
(3) For the subscription of shares to increase the capital stock, the provisions of 
s Act concerning the establishment of a company shall apply, with the proviso that 

subscription of shares can be started only after the decision of the general 
etlng to Increase the capital stock has been entered In the register of companies. 

Article 67 
When capital stock Is to be Increased partly or wholly by non-monetary Invest

lents the company can Increase Its capital stock by their value also when the 
gregate nominal value of previously Issued shares has not been fully paid up. 
(2) Provisions of this Act concerning the establlsment of a company shall be 

)proprlately applied for determining the value of non-monetary Investments and for 
e responsibility in connection with this. 

Article 68 
(1) The company shall be able, after the approval of the annual or special financial 

atement, to transfer a part of Its assets In excess of the capital stock Into the capital 
ock by Issuing new shares, or by Increasing the nominal values of the various 
lares previously Issued. 
(2) Unless the general meeting decides otherwise, the newly Issued shares shall 

Ie offered first to the shareholders. The offer shall be made In the way prescribed by 

:Ie statutes. 
(3) When the shareholder does not take possession of the new shares by the 

)ncluslon of the next general meeting, the company shall be able to sell freely the 

ewshares. 
(4) The nominal value of shares shall be Increased by their being exchanged for 

ew shares of a higher nominal value, or the higher nominal value shall be Inscribed 
!1 the previously Issued shares, with signatures of two members of the board od 
trectors, with authority to sign on behalf of the company. 

Article 69 
The statutes can authorize the board of directors to Issue, under conditl~ns 

palled out by the statutes, new shares, or transfer the assets In excess of the capital 
tock, to Increase the capital stock to a fixed value, but not by more than one-third 
)f the original capital stock. 

Article 70 
Conditional Increasing of the capital stock 
(1) The general meeting can decide to conditionally Increase the capital stock If 

he purpose of the decision Is to Issue certificates according to Article 11. 
(2) Owners of certificates according to Article 11 can apply for shares against the 

..:s) 
~. 
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cC'ndltlonally Increased capital stock. The applications shall be made In writing, and 
state the number and nominal values of the requested shares. 

(3) The board of directors can Issue shares according to paragraph 2 only to the 
extent to which entitled owners exercise their right for the exchange of their 
certfficates 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 a 
lower 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 the 

ge~eral meeting to Increase the capital stock within thirty days from the date of the 
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 conditional Increasing of the capital stock, the board of directors 
shall notify the registry office of the Increase of the capital stock through the 
conditionally Increased capital In the previous year, within thirty days after the 
approval of the annual financial statement. 

(3) The Increase of the capital stock becomes effective on the day on which the 
registry office makes an entry In the register of companies. Provisions concerning 
the establishment of companies shall be appropriately applied for making an entry 
In the register of companies. 

(4) Shares or Interim certfficates shall be Issued only after the entry has been 
made. 

Article 72 
(1) The new shares Issued on the basis of the Increased capital stock according 

to the articles or a decision of the general meeting 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 the increase 
of the capital stock according to the rules valid for the other shares. 

Article 73 
Decreasing the capital stock 
(1) The decision of the general meeting to decrease the capital stock shall contain 

the reason for decreasing the capital stock, the way It Is to be done, the value by 
which the capital stock Is to be decreased, and the deadline by which the shares are 
to be presented to the company. 

(2) For the purpose of decreasing the capital stock, above all those shares which 
are owne<,j by the company shall be withdrawn from circulation. 
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rovlslons shall be observed which '3) In decreasing the capital st~~!~. ~e decrease shall not affect the rights 

cern the lowest value of the ca:~ to Article 11. 
1e owners of certificates accO g 

Article 74 1st office of the decision of the 
1) The board of directors shall notify th: r:lnt~lrtydaysafterthedeclslon has leral meeting to decrease the capital stoe w 
n made. I h re Ister of companies, the board of '2) After the entry has been made nit e ~ ble way twice. with an Interval of . ctors shall make this decision public n a su a • 
-ast thirty days. I 75 - Artlc e I I ted before the first I st the company or g na '1) The creditors whose claims aga n It I stock can ask the company for 
;Ucatlon of the decision to decrease th:h~~I~ety days after the last publication 
'ety up to the amount of their claims. w k F lIureto meetthls deadline constitutes ,he decision to decrease the capital stoc . a 
Jlry of the right of the creditors thO this sur~~~e surety the creditors applying for It (2) The company shall provide t e approp 
~ording to paragraph 1. 

Article 76 . f h b a reduction of the number a s ares. (1) The capital stock shall be decre~: Y shares or by simultaneous reduction by lowering the nominal value of I n I u~ value ~r by giving a larger number of the number of shares and of the r nom na • 
ares the value of a lower number of shar~~'be reduced by withdrawing a certain (2) The number of the Issued shares sha h nd by buying back the shares 
I
mber of shares from circulation (calling In s arhes) as The general meeting shall t th call or drawn s are , esented in response a e • to withdraW shares from circulation. termine detailed rules for a draw h II b reduced by their exchange for new (3) The nominal value of the shares s a I e on them lower nominal values, with 
lares of a lower nominal value, or by I~C~i~I~;ctors authorized to sign on behalf of ']natures of two members of the boaf 0 

~ company. lobe exchanged for one with the full previous (4) A certain number of shares can a s 
~mlnal value. Article 77 

(1) The general meeting can decide to decrease the capital st~ck also when It has 
:It yet been fully paid up. I ting shall decide that further part payments for (2) In such a case. the genera mee I terlm certificates will be exchanged for ~lares will not be made, and th.at the ISSU~t~at the company will desist from Issuing 
hares of the appropriate nom

i 
I~al val~~ ~ave been issued according to the statutes. futher number of shares wh c were 
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Article 78 

(1) The board of directors shall publish, In a way prescrIbed In the statutes. a call on the shareholders to present, within a specified time. their shares for the purpose of exchange, Inscription of their lower nomInal value, withdrawal from 
circulation. or for the purpose of exchanging more shares for one. 

(2) The company shall declare as Invalid the shares that have not been presented 
In response to the call. The declaration of such shares as Invalid shall be made public 
by the company In a suitable way. 

(3) In substitution for the shares declared as Invalid. the company can issue new 
shares Which It can sell. The sums obtained from the sale shall be paId to the shareholders whose shares have been declared Invalid. or shall be deposited until a 
tIme when It Is ascertained that It Is justIfied to make the payment. 

Article 79 
(1) After 90 days from the last publication according to Article 74. paragraph 2. the regIstry offIce, upon request of the company. shall make an entry on the decrease of the capital stock In the register of companies. The decrease of the capital stock takes effect on beIng entered In the register of companies. 
(2) The entry can be made provIded that 
a) the decIsion of the general meeting to decrease the capital stock has been' 

made public twice; 
b) surety has been provided according to Article 75. or that the creditors have 

been satisfied. 
(3) Payments to shareholders debited to the capital stock or waiver of outstanding payments for shares shall be permissible only after the decrease of the 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 because the 

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 for redeeming 
progressively. during the existence of the company, all shares of the shareholdQrs from the net profit. 

(2) The progressive redeeming of the shares shall be carried out by the 
wltrhdrawal of the drawn shares from circulation: their owners shall receive. In addItion to the nominal value of their shares. certificates attesting the rights pertaining tl) the drawn shams (usufruct documents). 

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. 
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n the shall have also priority right to n the event of the winding up of the compa y, ndlXg to the nominal value of their share of the liquidation proceeds, correspo 

-hares. hall no~ be dissolved by the drawing of all shares but only by a (2) The company s I II of the owners of usufruct documents. jeclslon made at a genera mee ng 

Article 82 I n be also Issued guaranteeing the r (1) For the drawn shares, certlflca~~s~Ch will remain after the payment of the )wners the right to a part of the neht pro pi luquldatlon proceeds (creditors' usu-jlvldend (superdividend) and to t e sur us . 
-ruct documents). h 1 the company shall be dissolved by the (2) In the case referred to In paragrap , 
complete drawing of all shares. . 

Article 83 . 
d ed mlng of shares or progressive (1) Instead of progressive drawing an t; a f~~d from the net profit from which, 

buying up of shares. the company can cr:~OUld redeem all shares at once. 
at the end of the period of its eXI:nce. the shares all prescriptions for decreasing (2) When this fund Is used to r eem • 
the capital stock must be observed. 

Part VI 
THE RESERVE FUND 

Article 84 

h II ate Its obligatory reserve fund. the After Its establishment. the company s a cre
lbed 

In the statutes This fund shall 
size of which and the way It Is cre~ted :re pre:~nt of all taxes by n~t less than five 
be augmented annually from profits a t e~ pa~pecifled In the st~tutes. The minimum 
(5) per cent of th~m, up to the am fOnd un ~ sl~ be ten (10) per cent of the capital stock. amount of the obligatory reserve usa 

Part VII 
EXTINCTION OF JOINT -STOCK COMPANIES 

Article 85 

(1) The extinction of the cOlmpa~r reqUI~~~ extinction of the company in accora) resolution of the genera mee ng on 
dance with the statutes, or bl r ' of the company, If stated In the statutes, or b) achievement of the 0 ec Ive s bll hed expiration of the period for which the company has been esta s . 
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(2) The company shall cease to exist after winding up by its being struck off the 
register of companies. 

Article 86 
Winding up the company 
(1) The function of the liquidator shall be performed by the board of directors or a person approved by the general meeting at the proposal of the board of directors. 
(2) The shareholders representing at least one-tenth of the capital stock may ask 

the registry office, stating the reasons, to appoint another person as the liquidator. The statutes may grant this right also to shareholders representing 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 Nbeing wound up· or -In liquidation- are added to the name ofthe 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 that the company 
has started winding up or liquidation proceedings. The final financial statement and other accounting reports shall be drawn up as of the date on which the winding up 
proceedings have been started. 

(5) In the course of the winding up proceedings, the liquidator shall 
-a) concentrate all financial means with one banking Institution; 
b) complete and finalize the current business; 
c) make all payments. pay taxes and dues; 
d) settle the obligations of the company and secure satisfaction 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 up, In accordance with the 

articles. 
Article 87 

(1) The liquidator shall draw up a financial statement upon completion of 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 and 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 safe custody; 
c) request that t~e company be erased from the register of companies. 

Article 88 
Special regulations exist for the liquidation of companies that have become Insolvent. 3) 
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Part VIII 

FINAL PROVISIONS 

Article 89 
The legal status of trade union organizations active In the company Is defined by 

:>eClat provisions. 

Article 90 
Companies established In accordance with legal provisions In force prior to this 
~ shall be deemed to have been 'established hereunder. If their statutes are at 
riance with this Act or do not contain provisions required by this Act. these 

)mpanles shall change their statutes within six months after this Act has taken 
fect. 

Article 91 
The Government of the Czechoslovak Federative Republic may lay down rules for 
ngle~actlon establishment of companies and for changing state enterprises Into 
:>mpanles. In which shares will be owned by the state or state enterprises. 

Article 92 
The law No. 243/1949 on lolnt~stock companies Is hereby repealed. 

Article 93 
This Act shall come Into effect on May 1. 1990. 

Bills and Cheques!v;t, Law No. 191/195 
Article 100 of the Law No. 95/1963, on state nofarles and procedures before state notaries 
Article 352·354 of the Code of Civil Procedure, Law No. 99/1963, In the wording of subsequent 

rovlsions (full wording No. 78/1983) 
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~:aPter 2: List of cooperation willing companies In Czechoslova-

Inthefollovlngchapteryouhavea h I f 
slovakia which are because of diff~e~t~:~s~C:~ th~n 1 ~o enterprIses from Czecho
does not mean. that these are the onl 00 ng or partnershIp abroad. This 
,CzechoslovakIa. The number Is of cour~e1~~~oo~eratlon Interesed companIes In 
branches. company sizes and ty s If er. ere you should find a carlety In 
please contact the already mentlo~ed' pr:gO! ~ont fl~ a vconvenlet partner here. 

, ssoc ates a.S. consulting company. 

tn case of your Interest for some detail 
contact directly the mentioned com nl:s bOU are missIng In this. chapter you can 
improving the next edition of this b:k. ut anyway please adVise Conmarket for 

We hope that even thIs limited list of I 
connections between Czechoslovak ;~t~rpr~ es Wild I hfelP.to establish. many frUitful 

es an orelgn companies. 

EXPLANATORY NOTES: 

B - LEGAL FORM 

C - ESTABUSHED 

0 - TURNOVER PER YEAR 

E - NUMBER OF EMPLOYEES 

F - BANKERS 
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Appendix II. 
FOREIGN EXCHANGE ACT 

dated November 28, 1990 

The Federal Assembly of the Czech and Slovak Federal Republic has hereby 
ssed the following Act: 

Part One 

Section 1 
Definitions of Terms 

Article 1 
(1) Foreign exchange resources shall be financial resources In foreign currency 

- foreign exchange. 
(2) Foreign currency shall be financial resources In the form of banknotes, bills 

ld coins In circulation. . . 
(3) Foreign exchange shall be financial resources In foreign currency deposited 

n accounts opened with domestic or foreign financial Institutions, or negotiable on 
le basis of foreign documents of payment (Article 2, Letter (a». 

Article 2 
-or the purpose of the present Act, the following terms shall be defined as follows: 

(a) foreign documents of payment shall be documents granting the right of 
ayment in foreign currency (bills of exchange, cheques, letters of credit, orders, 
ayment (credit cards etc.); . 

(b) gold shall be gold coins and gold bullion negotiable wortdwlde, whose purity 
hall be guaranted for the present purpose by a seal or a certHlcate Issued by a world 
uthority; 

(c) securities shall be documents granting the right to a share In property (stock, 
hares etc.), debentures and bonds (Issued by the state, public institutions, banks, 
ldustrlal and other enterprises), as well as dividend and Interest coupons and 
alons; . 

(d) foreign securities shall be securities related to property abroad or Issued 
.broad/payable abroad; 

(e) foreign exchange assets shall be foreign currency, foreign exchange, foreign 
jocuments of payment, gold, foreign securities and deposit books In foreign 
::urrency; 

(f) trade in foreign exchange assets shall be sales and purchases of foreign ex-
::hange assets for the Czechoslovak currency, mutual exchange of foreign ex
:;hange assets, and use of foreign exchange assets In all types of transactions 
(guarantees, arbitration actions, credits, loans); 
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(g) financial claim of a foreign exchange national vis-a-vis a foreign exchange 
expartrlate shall be a claim the payment of Which Is effected In the Czechoslovak 
currency, or In foreign currency; 

(h) financial obligation/liability of a foreign exchange national vis-a-vis a foreign 
exchange expatriate shall be an obligation/liability to be paid In the Czechoslovak 
currency, or In foreign currency. 

Article 3 
(1) For the purpose ofthe present Act, foreign exchange financial Institutions shall 

be banks and savings banks resident In Czechoslovakia and authorized by the State 
Bank of Czechoslovakia to trade In foreign exchange assets and to effect payments 
to and vrom foreign countries pursuant to speCial regulations 1). 

(2) If not stated otherwise by the present Act, the position of a foreign exchange 
financial Institution Is defined by provisions defining the legal status of foreign 
exchange nationals - Juristic persons. 

Article 4 
The foreign exchange license Is a license granted by a foreign exchange body 

(see Article 6) upon a reques and In compliance with applicable provisions of the 
present Act. the foreign exchange license may also be Issued for repeated transac
tions. 

. Article 5 
(1) Foreign exchange nationals are natural persons the registered domicile 2) of 

whom Is In Czechoslovakia and juristic persons resident In Czechoslovakia. Other 
natural persons and Juristic persons are foreign exchange expatriates. 

(2) Unless stipulated otherwise by the present Act, the scopes of activities 
exercised by the different foreign exchange bodies listed above are as follows: 

(a) the Federal Ministry of Finance - In the sphere of governmental credits and In 
relation to budgetary, subsidized organizations, civic associations, churches, foun
dations and other Juristic persons within the scope of the Federation, that are not 
engaged In entrepreneurial activities,· 

(b) the Ministries of Finance of the republics - In relation to budgetary and 
subsldlted organizations and civic associations operating within the Jurisdiction of 
the respective republic and not engaged In entrepreneurial activities, as well as In 
relation to natural persons resident In the territory of the respective republic, 

(c) the State Bank of Czechoslovakia - In relation to other juristic persons. 

1) Article 9, Paragraph 2, Letter (e> of Act No. 158/1989 of Law Reports, on banks and savings banks 

2) Act No. 135/1982 of law Reports, on reporting and registering domiciles of citizens, and Decre. 
No. 69/1965 of Law Reports, on foreigners Staying on the territory of the Czechoslovak Socialist 
Republic. 
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(3) The Ministries of Finance of the republics shall prepare foreign exchange 

'eglstratlon sheets and back-up materials for International/Intergovernmental nego
atlons concerned with property claims and provide for results of such negotiations 
) be duty Implemented within their respective territorial Jurisdictions. 

Part Two 

Trade with Foreign Exchange Alief, and System of Payments 

Article 7 
(1) Foreign exchange financial Institutions may with foreign exchange assets 

ee Article 2. Letter (f) within limits set by the State Bank of Czechoslovakia. 
(2) Foreign exchange nationals that are not a foreign exchange financial instltu

:>n may trade without a foreign exchange license In the following spheres: 
(a) foreign exchange assets a foreign exchange financial Institution has refused 

) purchase (Article 11. paragraph 3, Article 17. Paragraph 7), 
(b) gold coins. 
(3) In Instances to which provisions of Article 2 above do not apply. foreign 

:change nationals that are not a foreign exchange financial Institution may trade In 
)relgn exchange assets only If authorized so by the State Bank of Czechoslovakia. 
dess one of participants In such trade transactions Is a foreign exchange financial 
stltutlon. 
(4) Foreign exchange expatriates - natural persons may mutually trade In foreign 

:change assets for the Czechoslovak currency, or effect such transactions with 
)feign exchange nationals only If authorized so by the Stats Bank of Czechoslova
a. 
(5) 6ther persons the State Bank of Czechoslovakia has granted a foreign 

:change license to trade In foreign exchange assets. to effect payments to and from 
reign countries or to operate as moneychangers pursuant to special regulations 4) 

. _ve, within limits set by the license. rights and liabilities the present Act stipulates for 
foreign exchange financial Institution. 
(6) Banks may purchase and sell foreign exchange assets for the czechoslovak 

Jrrency without any license. When performing such activities, their status Is that of 
foreign exchange financial Institution. 

Article 8 
(1) If not stipulated otherwise by the applicable Implementing decree, the license 

iSued by the State Bank of Czechoslovakia, or the license Issued byanotherforelgn 
:change body In agreement with the State Bank of Czechoslovakia, a foreign 

N:t. No. 116/1985 of law Reports, on conditions governing the operation of organizations with an 
ernatlonal elelment In the Czechoslovak Socialist Republio. 
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exchange national may effect payments to and receive payments from foreign 
countries only through a foreign exchange financial Institution. 

(2) The permission required by Paragraph 1 Is not needed for providing financial 
postal services In International posral trafficS). 

Part Three 
Rights and Obligations of Foreign Exchange Nationals - Juristic Persons 

and Foreign Exchange expatriates 

Section 1 

Article 9 
Reporting Duty 

(1) A foreign exchange national - JuristiC person Is obliged to report for registra
tion to the appropriate foreign exchange body and when Invited to do so by the latter 

(a) his claims and financial obligations vis-A-vis a foreign exchnages expatriate, 
(b) his Immovable assets abroad, as well as arevies of his revenues and expenses 

associated therewith. 
(c) his property participations In enterprising abroad, 
(d) his foreign securities. 
(2) In a Invitation pursuant to Paragraph 1. the period which the report Is 

concerned with. as well as the foreign exchange financial Institution through which 
the Information specffied under Letter (a) Is reportde. are cancelled. 

Section 2 
Transfer of Claims of a Foreign Exchange National - Juristic Person to 

Czechoslovakia 

Article 10 
(1) A foreign exchange national - Juristic person Is obliged to take all steps 

I.ecessary for the sum paid to settle his claim and foreign exchange resources 
deposited In accounts with foreign financial Institutions to be transferrred or brought 
to Czechoslovakia; such steps must be taken without any undue delay. 

(2) An Implementing regulation may specify when a foreign axchange national -
juristic person Is exempt from the duty stipulated In Paragraph 1. In Justified 
Instances. a foreign exchange national - juristic person may be exempt of the duty 
by being granted a foreign exchange license. 

4) E. g. Article 14 of Act No. 158/1989 of Law Reports. ArtIcle 2 of Act No. 105/1990 of Law Reports. 
on private anterprlslng of citizens. Article 19. paragraph 1, Letter (h) of Act No. 42/1980 of Law Reports, 
on economlocontacts with foreign countries, as amended by Act No. 113/1990 of Law Reports, Article 
5 of Act No. 173/1988 of Law Reports, on enterprises with a foreign property partiCipation, as amended 
by Act No. 112/1990 of Law Reports 
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Section 3 
Offering Duty Ind Right of Reimbursement 

Article 11 
(1) A foreign exchange national - Juristic .person Is obliged to offer foreign 

xchange resources and gold, except for gold coins, to a foreign exchange financial 
lstltutlon for purchase for the Czechoslovak cUI!8f1CY and In an extent correspond-
19 to the total foreign exchange resources and gold acquired. 

(2) A foreign exchange financial Institution Is obliged to offer foreign exchange 
'escurces and gold purchased from foreign exchange nationals and expatriates to 
he State Bank of Czechoslovakia for purchase for the Czechoslovak currency,ln an 
xtent and manner to be stipulated by the State Bank of Czechoslovakia. 

(3) Exempt form the offering duty are foreign exchange resources and gold 
'/hereby a foreign exchange expatriate participates In the foundation capital of a 
::ompany In Czechoslovakia pursuant to special regulatlonSOl. 

(4) An Implementing regulation may specify when a foreign exchange natlonal
urlstlc person Is exempt from the duty stipulated In Paragraphs 1 and 2, orto extend 
.he term of compliance with the above duty In accordance with Article 12. In justified 
nstances, a foreign exchange natlonal- juristic person may be exempt of the duty 
)y being granted a foreign exchange license. 

(5) A foreign exchange national - juristic person Is obliged to deposit foreign 
: xchange resources and the equivalent value of gold In foreign currency which are 
lot liable to the offering duty (Paragraphs 3 and 4) on a foreign exchange account 
lpened with a foreign exchange financial Institution, unless an Implementing regu
atlon or a foreign exchange license stipulate otherwise, 

(6) Foreign exchange resources deposited on a foreign exchange account are 
lot liable to the offering duty pursuant to Paragraphs 3 and 4, their owner being able 
o use them without any limitation whatsoever, except for trading In foreign exchange 
esources (see Article 7, Paragraph 3). 

Article 12 
(1) As far as foreign currency and gold Is concerned, a foreign exchange national 

- juristic person Is obliged to honor the duty stipulated by Article 11 within 30 days 
since thelracqulsltlon. or after he has learned about the acquisition, or has become 
a foreign exchange national. As to foreign exchange, the offering duty Is considered 
~omplled with by a transfer of the equivalent value of the acquired foreign exchange 
~o an account of the foreign exchange natlonal- juristic person In the Czechoslovak 
currency and kept by a foreign exchange financial Institution. 

!I) Act No, 222/1946 of Law Reports, on posta (Postill Act) 
0} Act No, 173/1986 of Law Reports, as amended bV Act No. 112/1990 of Law Reports 
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(2) The purchase of foreign currency and gold Is effected at an exchange rate 
applying to purchases of foreign currency, or at a market price of gold. valid on the 
day the foreign currency or gold are offered for purchase to a foreign exchange 
financial Institution. the purchase offorelgn exchange Is effected at an exchange rate 
valid on the day the foreign exchange Is cleared by a foreign financial Institution toa 
foreign exchange financial Institution In favour of the foreign exchange national _ 
Juristic person Involved. 

(3) If a foreign exchange financial Institution refuses to purchase foreign ex
chango resources from a foreign exchange national - juristic person, It will Issue a 
certificate to this effect. the foreign exchange natlonal-Juristic person may then use 
such foreign exchange resources both In czechoslovakia and abroad without any 
limitations whatsoever. 

Article 13 
(1) To meet a financial obligation of a foreign exchange natlonal- Juristic person 

toa foreign exchange expatriate, which has arisen In compliance with the present Act 
or on the • .qasls of a generally applicable legal regulation, the foreign exchange 
financial Institution Is obliged, following a request by the foreign exchange national, 
to settle such an obligation to the foreign exchange expatriate against an equivalent 
payment In the Czechoslovak currency. 

(2) The payment for foreign exchange resources provided pursuant to paragraph 
1 Is effected at an exchange rate valid on the date of maturity of the financial 
obligation. 

(3) the State Bank of Czechoslovakia will Issue an Implementing regulation stipu
lating the procedure to be used by foreign exchange financial Institutions when 
effecting such payments. 

Section 4 
Assumption of finanCial Liabilities to Foreign Exchange Expatriates and Their 

Payment 

(1) A foreign exchange national - juristic person may contractually undertake 
financial payments to a foreign exchange expatriate without a foreign oxchange 
license, providing that he has foreign exchange resources deposited on a foreign 
exchange account opened with a foreign exchanze financial institution (Article 11) to 
meet such an obligation. 

(2) a foreign exchange national - juristic person mays contractually Undertake 
financial payments to a foreign exchange expatriate without any foreign exchanQG 
license. providing that he can use his Czechoslovak currency resources to meet 
such an obligation and except for the following purposes: 

(a) purchase of Immovable assets abroad. 
(b) purchase of foreign securities. 
(c) receiving of a foreign exchange credit form a foreign exchange expatriate. 
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Part Four 

Rights and Obligations of Foreign Currency Nationals - Natural Persons 

Section 1 

Reporting Duty 

Article 15 
(1) A for~lgn exchange natlOO8I- natural person Is obliged to report for registra

tion to the Ministry of Finance of the republic In which he has his permanent place of 
residence and when Invited to do so by the latter . 

(a) his financial claims and financial obligations vis-a-vis a foreign exchange 
expatriate, • 

(b) his Immovable assets abroad, Including a review of his revenues and ex-
pensdes associated therewith during the period Involved, 

(c) his property participations In enterprising abroad, 
(d) his foreign securities. 

(2) The Invitation as per above Is govemed by applicable provisions of Article 9, 
Parag(8ph 2. 

(3) If the payment of a financial claim of a foreign exchange national - natural 
person Is effected through an appointed legal entity, then such an entity Is respon
sible for reporting the claim to be registered. 

Section 2 

Transfer of Peyments Resulting from claims to Czechoslovakia 

(1) A foreign exchange national - natural person Is obliged to take all steps 
necessary for the sum paid to settle his claim and foreign exchange resources 
deposited on accounts with foreign financial Institutions to be transferred or brought 
to Czechoslovakia; such steps must be taken without any undue delay. 

(2) An Implementing regulation may specify when a foreign exchange national -
natural person Is exempt from the duty stipulated In Paragraph 1. In Justified 
Instances, a foreign exchange national - natural person may be exempt gram the 
duty by being granted a foreign exchange license. 

',,'. 
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I Section 3 
Duty to Deposit of Offer Foreign Exchange Resources and Right to Purchase 

Foreign Exchange 

Resources 
Article 17 

(1) A foreign exchange national - natural person Is obliged to offer his foreign 
exchange resources exceeding the equivalent value of CSK 5,000 to a foreign 
exchange financial Institution for purchase for the Czechoslovak currency, or to 
deposit them on a foreign exchange account opened with a foreign exchange 
financial Institution, both within the period stipulated In Paragraph (3). The foreign 
exchange financial Institution Is obliged to Inform the foreign exchange national 
upon his request what sum In a given foreign currency Is equivalent to CSK 5,000. 

(2) A foreign exchange national - natural person Is obliged to offer gold (Article 
2, Paragraph 1,letter (b» to a foreign exchange financial Institution for purchase for 
the Czechoslovak currency or foreign exchange resources. The offering duty 
stipulated above does not apply to gold coins. ' 

(3) A foreign exchange national - nat\JraI pj3rson Is obliged to honor the duty 
stipulated by Paragraphs 1 and 2 within 30 days since the acqulstlon of foreign 
exchange resources or gold, or after he has learned about the acquisition, or has 
become a foreign exchange national. foreign exchange resources and gold ac
quired by a foreign exchange national - natural person during his stay abroad and 
brought by him to Czechoslovakia must be deposited on a foreign exchange 
account or offered to a foreign exchange financial Institution for purchase within 30 
days sInce the date of return from such a stay. 

(4) Foreign exchange resources the equivalent value of which does not exceed 
C~K 5,000 may be used by a foreign exchange natlonal- natural person without any 
limitation whatsoever, except for trading puposes (Article 7, Paragraph 3). 

(5) The equivalent sum corresponding to CSK 5,000 Is calcul;lted using an ex
change rate of foreIgn currency/exchange purchases on the day the deadilne to 
meet the obligations stipulated by Paragraphs 1 and 2 starts. 

(6) Foreign exchange"resources sold or ISSUed by a foreign exchange financial 
Institution are not liable to the duty stipulated by paragraph 1 for six months since the 
date of their purchase/Issuance specified In a certificate of the foreign exchange 
financial Institution. during the ~rlod specified above, the foreign exchange natlnal 
- natural person may use such foreign exchange resources without any limitation 
whatsoever, except for trading purposes (Article 7, Paragraph 3). 

(7) If a foreign exchange financial Institution refuses to purchase foreign ex
change resources from a foreign exchange natlonal- natural person it Is obliged to 
Issue a certlflcate to this effect to the fatter. The foreign exchange national - natural 
person may then use such foreign exchange resources both In Czechoslovakia and 
abroad without any limitations whatsoever. 
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Artlcled18 s not examine whether the deadline 

A foreign exchange financial Institution be: compiled with when meeting duties 

stipulated by Article 17, paragraPh~, haStl 
t the origin of acquisition of foreign 

pursuant to Article 17, nor does It nves ga e 

exchange resources being offered or deposited. 

Artlc:e 119te concessions with respect to duties 

(1) An Implementing regulation rn:sy 
st p~ ~s eligible to pursuant to Article 17. 

a foreign exchange national - natu~ per:~ I person may be exempt from duties 

(2) A foreign exchange natlona dli nat u ~eet such duties may be extended by 

stipulated by Article 17, or his dea ne a 

being granted a foreign exchange license. 

Article 20 
It I I obliged to sell a foreign exchange 

(1) A foreign exchange flnancta: In~t ut ~:C:ange expatriate foreign exchange 

national - natural person and a are g~ all Instances specified In the present Act, 

resources far the Czechoslovahk cu;enc
y 
; foreign exchange license permitting a 

an Implementing regulation ere 0, or d 

payment to a foreign exchange expatarlate abr~s~antto Paragraph lis effected at 

(2) The sale of foreign exchang,e res~~rc~gs~ exchange/currency by the foreign 

an exchange rate valid for the sa es a or 

exchange financial Institution of the day of the sale. 

Article 21 
It I I obliged to sell a foreign exchange 

(1) A foreign exchange f1nanclallnst ut on ~rcesfottheczechoslovakCUrrenCy, 

natlonal-natural person foreign exchange reso I ted with a trip abroad their extent 

t be used to pay expensesassoc a 'Th bo 

such resources 0 B k f Czechoslovakia for a given period. eave 

being determined by the State an a to this effect 

Institution Is also obliged to Issue a certificate rsuaant t~ Paragraph 1 Is effected 

(2) The sale of to reign exchang~ res~~~~:~~~xchange/currency by the foreign 

at an exchange rate valid for the sa es a f rei n exchange national _ natural 

exchange financial Institution on ~h~e~~~~~~ ~f t~e foreign exchange resources 

person Involved deposits an eq~ a k rency at the foreign exchange financial 

being purchased In the Czechos ova cur 

Institution. 

Section 4 

Foreign Exchange Accounts 

Article 22 rI 

It t t bilged to open an Interest-bea ng 

(1) A foreign exchange flnanclallnst ut on s a I I _ natural person at a 

foreign exchange account for a foreign exchange nat ana 
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,) request of the latter to deposit foreign exchange resources In a currency agared 

upon. 

(2) Foreign exchange resources deposited on a foreign exchange account 

opened pursuant to paragraph 1 may be used by the owner or another foreign 

exchange national - physical person empowered by the owner ~lthout any limita

tions Whatsoever, except for trading purposes Article 7, Paragraph 3). t 

(3) Foreign exchange accounts opened pursuant to Paragraph 1 bear Interest In 

the currency they are maintained In. 

Section 5 

Assumption of Financial Llsbllities and Their Payment 

Article 23 

(1) A foreign exchange national - natural person may contractually undertake 

financial payments to a foreign exchange expatriate In foreign currency and without 

having a foreign exchange license, providing that he can use, In compliance with the 

present Act 

(a) foreign exchange resources deposited on a foreign exchange account opened 

with a foreign exchange financial Institution, 

(b) foreign exchange resources a foreign exchange finanCial InstitutIon is obliged 

to sell pursuant to Articles 20 and 21, 

(c) foreign exchage resources which a foreign exchange financlallnst/tutlon has 

refuSed to purchase, Issuing a certificate to this effect, 

Cd) foreign exchange resources acquired during a stay abroad. 

(2) In Instances not covered by Paragraph 1, a foreign exchange natlonal- natural 

person may contractually undertake foreign currency financial payment liabilities 

vis-a-vis a foreign exohange expatriate only If having been granted a foreign 

exchange license. An Implementing regulation may specify other instances not 

requiring such a license. 

Section 6 

Manipulation with Some Assets 

Article 24 

(1) A foreign exchange national - natUral person needs a foreign exchage license 

to be allOWed to transfer without consideration to a foreign exchage expatriate, or to 

quit In his favour 

(a) financial claims against a foreign exchange expatriate, 

(b) Immovable assets In Czechoslovakia and abroad. 

(2) The foreign exchange license pursuant to Paragraph 1 Is not required for 

transactIons with the assets listed above In the event of death. . 

(3) An .lmplementlng regulation may specify additional Instances for which the 

foreign exqhange license pursuant to Paragraph 1 Is not required. 
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Article 25 
(1) A foreign exchange expatriate may acquire an ownership relght to Immovable 

assets In the Czech and Slovak Federal Republic only when stipulated so by a special 
act, or by descent 7). 

Part FIve 
Section 1 

Export and Import of Foreign Exchange and Other Assets 

Article 26 
(1) Imports of foreign exchange assets (Articles 1 and 2) to Czechoslovakia 

require not foreign exchange license. 

(2) A foreign exchange expatriate Importing gold to Czechoslovakia Is obliged to 
have a clearing bill Issued by customs bodies. 

Article 27 
(1) A foreign exchange national· physical person travelling abroad may export 

without any foreign exchange license " 
(a) foreign exchange rescurces specified In a receipt or certificate issued by a 

foreign exchange financial institution, which is not older than six months and which 
confirms that such fesources have been sold or Issued by the foreign exchange 
financial Institution, 

(b) foreign exchange resources the equivalent value of which does not exceed 
CSK 5,000 according to an exchange rate valid for the purchases of foreign 
currency/exchange by a foreign exchange financial Institution on the day such 
resources are being exported, 

(c) foreign exchange resources which a foreign exchange financial Institution has" 
refused to purchase' and specified In a certificate to this effect Issued by the 
Institution, 

(d) payment/credit cards In the name of a foreign exchange national and issued 
by a foreign exchange financial Institution. 

(2) A foreign exchange expatriate may export or transfer abroad without any 
foreign exchange license foreign exchange resources, foreign payment documents, 
foreign securities and deposit books In a foreign currency, except for Instances he 
has acquired such resources and assets In Czechoslovakia illegally. 

(3) A foreign exchange expatriate may export gold (Article 2 .. Paragraph 1, Letter 
(b) ) which he has Imported to Czechoslovakia and whose Import has been certified 

7) E. g. Act No. 403/1990 of Law Reports,on alleviating consequences of some roperty Injustices, Act 
No 427/1990 of Law Reports, on transfers of the state's ownership of some assets to other juristic or 
natural persons. 

162 

by customs bodies without any foreign exchange license. The same applies to gold 
coins, If he Is able to prove that he has acquired them by purchase from a person 
authorized to deal In their sales. Exportsdof Inherited gold coins are liable to Article 
31, Paragraphs 3 and 4. 

Article 28 
A foreign exchange national staying abroad for the purpose of performing work or 

an occupation. as well as his dependents. may export. without any foreign exchange 
license and through-out the duration of such a stay, foreign currency, foreign 
payment documents and foreign securities which they have Imported to Czechoslo
vakia during the stay. The Import of such assets must be certified by customs 
authorities. 

Article 29 
(1) Foreign exchange assets not covered by provisions of Articles 27 and 28 

require a foreign exchange license by the State Bank of Czechoslovakia to be 
cleared for exports. 

(2) An Implementing regulation may specify additional Instances not requiring a 
foreign exchange license pursuant to Paragraph 1. 

Section 2 
Exports and Imports of th Czechoslovak Currency and Other 

ASletlln the Czechoslovak Currency 

Article 30 
(1) Exports and Imports of valid Czechoslovak banknotes and coins, their 

transfers to and from abroad, payment documents In the Czechoslovak currency, as 
well as securities In the Czechoslovak currency may be effected only with a foreign 
exchange license Issued by the State of Czechoslovakia. 

(2) No foreign exchange license Is required for Imports of assets listed In 
Paragraph 1, If such assets has been exported from Czechoslovakia In accordance 
with the present Act. 

(3) A foreign exchange national or expatriate may exportssums of the Czechoslo
vak currency as stipulated by an Implementing regulation without any foreign 
exchange license. 

(4) An Implementing regulation may also specify additional Instances In which no 
foreign exchange license Is required for exports and Imports of the assets listed In the 
preceding paragraphs. 
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Part Six 
Transfers of Foreign Exchange Resources and Other Foreign 

Exchange Assets 

Section 1 
Transfers of Inherited Assets Abroad 

Article 31 
(1) A foreign exchange expatriate may export or transfer abroad without any 

orelgn exchange license the following Items, providing that he has met terms 
. peclfled In Paragraph 2: 

(a) foreign exchange resources he has Inherited, 
(b) foreign exchange equivalent value of Inherited financial resources In the 

:zechoslovak currency, 
(c) foreign exchange equvalent value of financial resources acquired by seiling 

inherited Immovable assets, 
(d) foreign exchange equivalent value of financial resources acquired for mov

able assets sold till the end of estate settlement proceedings. 

(2) A transfer or export of foreign exchange resources pursuant to Paragraph 1 
may be effected If 

(a) the Inheritance ecqulsltlon has been duly confirmed, approved or settled by 
a notary public, and all fees pertaining to the Inherited assets have been duly settled, 
or 

(b) the Inheritance acqUisition has been approved by a foreign estate administra-
tion and 

(c) the transfer Is to be effected to a country In which similar transfers to 
Czechoslovakia are not liable to foreign exchange limitations, or are based on a 
principle of reciprocity. 

(3) If having met the conditions stipulated by Paragraphs 1 and 2, a foreign 
exchange expatriate may also export without a foreign exchange license, or transfer 
without the same 

(a) transfer abroad Interests and winnings pertaining to Inherited deposits, such 
Interests and winnings being In a foreign currency, 

(b) transfer or export abroad Inherited coins, providing that he has submitted a 
certificate of a juristic person specified In an Implementing regulation to the effect 
that such coins are not historical. 

(4) In Instances not covered by provisions of Paragraphs 1 to 3 above, a foreign 
exchange license Issued by the Ministry of Finance of the republic In the territory of 
which the estate settlement has taken place Is required. 

'-...SJ 

~. 
-'''' 164 

Section 2 
Transfer of Alimonies Abroad 

Article 32 
(1) A foreign exchange national - national person may meet his legal alimony 

duty to a foreign exchange expatriate abroad without any foreign exchange license, 
providing he has submitted a certificate Issued by a body specified In an Implement
ing regulation and to the effect that 

(a) his legal maintenance/alimony obligation stili holds, 
(b) the alimony Is paid to a country, or to a citizen of a country which Is a party of 

an International agreement specifying the exacting and transfers of alimonies, or In 
which similar transfers to Czechoslovakia are not liable to any limitations, or where 
similar transfers are subject to the principle of reciprocity. 

(2) The duty pursuant to Paragraph 1 Is met In accordance with a court ruling or 
a consent decree. An Implementing regulation will determine the limit up to which 
alimony obligations based on an agreement of both parties may be met, as well as 
a method to be used for such payments. 

(3) In Instances not covered by Paragraphs 1 and 2, a foreign exchange national 
may pay an alimony to a foreign exchange expatriate abroad only with a foreign 
exchange license. An Implementing regulation may specify additional Instances In 
which such a license 

Section 3 
Other Transfers 

Article 33 
(1) Without a foreign exchange license, a foreign exchange national may 
(a) return a payment effected by a foreign exchange expatriate to him without 

giving any legal reason for doing so, 
(b) pay expenses associated with court or other legal proceedings taking place 

abroad, which have been Initiated against the foreign exchange national or by the 
foreign exchange national In connection with meeting obligations stipulated by the 
present Act, including expenses for his legal representation, 

(c) effect payments abroad, If he Is obliged to effect such payments pursuant to 
an enforceable court ruling, or to an enforceable ruling of another authorized 
Czechoslovak body, or If such a payment Is stipulated by a generally applicable 
Czechoslovak legal regulatlonBl. 

(2) A foreign exchange national may effect transfers not covered by Paragraph 1 
only If he has been granted a foreign exchange license. An Implementing regulation 
may specify additional Instances In which such a foreign exchange license Is not 
required. 

8) E.g. Act No. 119/1990 of law reports, on court rehabilitation 
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Part Seven 

Properly Participation In Enterprising Abroad 

Article 34 
(1) A foreign exchange national may take a property participation In enterprising 

broad only If he has been granted a foreign exchange license by the State Bank of 
:;zechoslovakla, Issued under an agreement with the Federal Ministry of Finance and 
.he Federal Ministry of Foreign Trade. 

(2) A foreign exchange national may transfer his participation In a foreign legal 
ntlty to a foreign exchange expatriate only If he has been granted a foreign 

. xchange license by the State Bank of Czechoslovakia, Issued under an agreement 
vlth the Federal Ministry of Finance and the Federal Ministry of Foreign Trade. 

(3) An Implementing regulation Issued by the State Bank of Czechoslovakia. the 
::ederal Ministry of Anance and the Federal Ministry of Foreign Trade may specify 
men a license pursuant to Paragraphs 1 and 2 Is not required. and determine 
'&ql'lrements applying to the license Issued pursuant to the above paragraphs. 

Part Eight 

Accounts of Foreign Exchange Expatriates 

Article 35 
(1) A foreign exchangeflnanc/allnstltutlon Is obliged to open an Interest-bearing 

ccount for a foreign exchange expatriate upon his request. or a foreign currency 
ceount (hereinafter -expatriate's account-). 

(2) A deposit acCount opened with a foreign exchange financial Institution Is 
~sldered an expatriate's account In the event the account owner has become a 
:>reign exchange expatriate. or when a foreign exchange expatriate has Inherited it. 
J1lc1e36 

(1) A foreign exchange expatriate may use foreign exchange resources depos
ed on his expatriate's account kept In a foreign currency without any limitations for 

J8yments abroad and In Czechoslovakia. except for trading purposes (Article 7. 
'aragraph 3). 

(2) A foreign exchange expatriate may use financial resources deposited on his 
xpatrlate's account kept In the Czechoslovak currency without any limitations for 

J8yments In Czechoslovakia. 
(3) A foreign exchange license granted by the State Bank of Czechoslovakia is 

~eqtJlred to effect payments abroad from an expatriate's accont kept In the Czecho
lovak currency. 

~~ 

Part Nine 
Foreign Exchange Supervision, Supervision of Imports and 

Exports of Assets 

(1) The foreign exchange supervision Is exercised by the State Bank of Czecho
slovakia and other foreign exchange bodies within their respective jurisdictions. 

(2) When carrying out the foreign exchange supervision. the foreign exchange 
bodies make sure whether and how obligations resulting from the present Act and 
Implementing regulations hereto are being met. 

(3) Persons having obligations pursuant to the present Act are obliged to provide 
the foreign exchange body carrying out the foreign exchange supervision necessary 
cooperation. especially to submit reports and explanations concerned with directly 
or Indirectly relevant circumstances of a case with potential foreign exchange 
consequences upon a request, to submit necessary documents thereto. and to allow 
the foreign exchange bodies carrying out the foreign exchange supervision to 
Inspect accounting. registration and other documents In a way not Interfering with 
prinCiples of banking secret. 

Article 38 
(1) If discovering a vllatlon of the present Act and Implementing regulations 

hereto. bodies carrying out the foreign exchange supervision or check may demand 
that such shortcomings be rectified within a specified period of time. 

(2) If such a violation perpetrated by a foreign exchange natlonal- Juristic person 
has resulted In a damage of the foreign exchange management and policy. the 
foreign exchange body carrying out the supervision Is entitled to levy a fane up to 
CSK 500,000. 

(3) A fine pursuant to Paragraph 2 may be levied by the foreign exchange body 
within two years since the vllatlon of the present Act and Implementing regulations 
hereto Is discovered. but no later than five years since the year the violation Is 
perpetrared. 

Section 2 

Supervision and Checks of Imports and Exports of Assets 
Failing under the Present Act 

(1) Checks of compliance with provisions of the present Act and Implementing 
regulations hereto with respect to Imports and exports of foreign exchange assets 
(Articles 26 and 27). the Czechoslovak currency and other assets In the Czechoslo
vak currency (Article 30) are carried out by customs administration bodies. Such 
checks are performed In compliance with regulations protecting personal liberties 
and Invioability of mall. 
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(2) The customs administration bodies are authorized to demand a declaration 

nd demonstration of assets covered by the present Act and being Imported or 
xported. At the same time, they may demand from persons Importing or exporting 

(3) If Imports or exports of foreign exchange assets, the CzechC?slovak curency or 
:>ther assets In the CZechoslovak currency are subject to allcense, or require a 
::ertmcate or another document, the Importing or exporting person Is obliged to 
ubmlt such documents to customs administration bodies when exporting or 
nportlng such assets. 

Article 40 
Mall being sent abroad and containing foreign exchange assets the export of 

!hlch requires a foreign exchange license, the Czechoslovak currency or other 
ssets In the Czechoslovak currency must be submitted by the sender to an 
pproprlate customs administration body for a check pursuant to the present Act 

18fore being mailed. The check completed, the customs administration body 
:>rovldes the mall matter with a seal. 

Article 41 
(1) At border checkpoints, customs administration bodies receive assets requlr-

19 a foreign exchange license (Articles 27, 29 and 30) for safekkepung, If a person 
-availing abroad does not possess such a license and, owing to the place or time of 
1e crossing Is unable to hand such assets over for safekeeping to a foreign currency 
nanclallnstltutlon at the border checkpoint or return them back to CZechoslovakia. 

(2) The safekeeping pursuant to Paragraph 1 Is governed by the Civil Code. 
-towever, the right of being returned a safekept article Is rendered null and void and 
1e article forfeited by the state If the person who has given the article Into 
afekeeplng does not claim It back within a year since the customs administration 
ody takes It over. 

Article 42 
(1) In Instances where a person Is exempt from a customs Inspection pursuant to 

peclal regulations&) or a customs Inspection Is not carried out, the check pursuant 
:> the present Act Is not carried out either. . 

(2) Upon a request, customs administration bodies are obliged to Issue a written 
ertiticate for Imported foreign exchange assets the export of which without a foreign 

Customs Act No. 44/1974 of Law Reports,.1 subsequently amended 
(h) acquires Immovable aasets In Czechoslovakia (Article 25) 
(i) effects transfers abroad (ArtIcle 33, Paragraph 2), 
0) takes a property participation in enterprising abroad, or transfers his property participation 

abroad to a foreign exchange expatriate (Article 34), 
(k) exports foreign exchange assets (ArtIcles 27 and 29), 
(I) Imports or exports the C%echoslovak currency and other aaseta In the C%echollovak currency 

(Article 30), -
(m) falls to declare or demonstrate 8888ts when urged to do so by custom. administration bodies 

(Article 39, Paragraph 3), providing the acts listed above do not constitute a crime. 

exchange license Is subject to Article 26, Paragraph 2, Article 27, Paragraph 4, and 
Article 28, I. e. preceding Import. 

Part Ten 
Foreign Exchange Transgressions and Transgression Procedures 

Section 1 
TransgreSSions Against the Foreign Exchange Act 

Article 43 
A transgression of the present Act Is perpetrated by a person who, In violation of 

the Act 
(a) trades in foreign exchange assets (Article 7) 
(b) effects payments abroad and receives payments from abroad without a 

foreign exchange financial Institution acting as an Intermediary (Article 8), 
(c) falls to comply with the reporting duty (Articles 9 and 15), 
(d) falls In his obligation to transferto Czechoslovakia a sum paid abroad to cover 

his claims, or resources on an account opened with a foreign financial Institution 
(Articles 10and 16), 

(e) falls In his duty to deposit or offer his foreign axchange resources (Articles 11 
and 17). 

(f) assumes a contractual obligation vis-a-vis a foreign exchange expatriate, 
purchases Immovable assets abroad, foreign securities, accepts a credit in foreign 
exchange from a foreign exchange expatriate (Articles 14 and 23), 

(g) transfers without consideration to a foreign exchange expatriate or quits In his 
favout a financial claim against a foreign exchange expatriate or immovable assets 
In Czechoslovakia or abroad, ' 

Section 2 
Transgression Procedure 

Article 44 
(1) Transgressions against the present Act are handled by appropriate local 

administration bodles1
0) and, where foreign exchange transgressions failing under 

Article 44, Letters 0), (k), (1) are Involved, by customs administration bodies. These 
bodies take decisions In matters of orelgn exchange transgressions In accordance 
with spe clal regulatlons11), unless atlpulated otherwise by the present Act. 

(2) A transgression under Article 44, Letter (a), Is Investigated by bodies of the 
Corps of National Security. 

(3) The Government of the Czech and Slovak Federal Republic will pass a decree 
stipulating the registration of foreign exchange transgressions under Article 44, 
Letter (a). 

1~Q 



Article 45 . (1) The bodies specified In Article 44, Paragraph 1, may Impose, In view of the rlousness of the transgression 
(a) a reprimand for the foreign exchange transgressions listed In Article 43, (b) a fine upto CSK20,OOO for foreign exchange transgressions listed In Article 43, tters (b) to (1), . 
(c) a fine upto CSK50,OOO for foreign exchange transgressions listed In Article 43, tter (a), 
(d) a forfeit of the artlcle(s) Involved for foreign exchange transgressions listed In Icle 43, letters (a), (k), (1), (m). 
(2) The forfeit of the artlcle(s) Involved may be Imposed separately, or In comblIon with another punishment. The former punishment may only be Imposed If the cle Involved belongs to the perpetrator and the article :a) has been used In or planned for the perpetration of the transgression, :b) has been acquired through the transgression, or exchanged for an article ~ulred through the transgression. . 3) The forfeit punishment may not be Imposed If the value of the article Involved Isproportlonate to the seriousness of the transgression. 

Article 46 :) If the forfeit punishment pursuant to Article 42, Paragraph 2, has not been »ed, the article Involved may be confiscated If .) It belongs 10 a perpetrator who cannot be prosecuted for the transgression, 1) does not belong to the perpetrator of the transgression, or :) t'la perpetrator Is not known. 
) The article cannot be confiscated If Its value Is disproportionate to the usness of the transgression. 

Part Eleven 
General, Temporary and Final Provisions 

Article 47 lvislons of the present Act will apply unless stipulated otherwise In an Internaagreementthe Czech and Slovak Federal Republic Is bound to abide by, which ean published In law Reports. 

= name ofthe appropriate body will be supplemented 'olowing the passing of a cirrently drafted ocal administration bodies. 
: of the Czech National Council No. 200/1990 of UlW, Reports, on transgressions . of the Slovak National Council No. 372/1990 of UlW Reports, on transgressions No. 367/1990 of the Law Reports, on communities (communal administration system) No. 369/1990 of the UlW Reports, on communities (communal administration system) 
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Article 48 (1) The decision-making procedure with respect to granting foreign exchange licenses pusruant to the present Act will be governed by applicable administrative procedural regulatlons1~, except for cases fisted In Paragraphs 2 and 3. (2) A foreign exchange body Is obliged to take a decision on an application pursuant to the present Act In sixty days since Its delivery. (3) A foreign exchange body decision Is final and there Is no appeal possible. 

Article 49 Implementing regulations to the present Act and for Its Individual provisions are Issued Jointly by the Federal Ministry of Finance, the State Bank of Czechoslovakia, unless stipulated otherwise by the present Act. 

Article 50 A foreign exchange license granted to a foreign exchange national or expatriate In accordance with existing foreign currency regulations will be regarded as a foreign exchange license granted In accordance with the present Act, If the latter and Its proviSions stili require It for a given case. 

Article 51 (1) Foreign exchange accounts of foreign exchange nationals - natural persons established In accordance with eXisting regulations will be preserved and wRl be governed by provisions of the present Act since the day It comes Into effect. 
(2) Foreign exchange accounts of foreign exchange nationals- juristic persons established In accordance with existing regulations will be preserved only on the basis of a foreign exchange license granted by the State Bank of Czechoslovakia and only till they are exhausted. A foreign exchange national - Juristic person Is obliged to apply for such a license no later than by January 31, 1991. 

Article 52 The following legal documents and parts of legal documents are hereby abolished 
(a) Foreign Exchange Act No. 162/1989 of law Reports, as amended by Act No. 109/1990 of law Reports, 
(b) Decree ofthe Federal Ministry of Finance and the State Bank of Czechoslovakia No. 169/1989 of Law Reports, as amended by Decree No. 234/1990 of Law Reports, 
(c) Article 24, Paragraph 1 of Act No. 403/1990 of law Reports (d) Article 26 of Act No. 427/1990 of law Reports 

12)Act No. 71/1967 of Law Reports, on administrative procedures 


